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ANNUAL  REPORT  ON  THE  FINANCES 

Treasury  Department, 

Washington,  May  9,  1966. 

Sirs  :  I  have  the  honor  to  report  to  you  on  the  finances  of  the  Federal 
Government  for  the  fiscal  year  1965.  Details  on  Treasury  operations 
and  administrative  reports  for  the  fiscal  year  1965  will  be  found  in  the 
full  text  of  this  report.  This  introduction  will  be  concerned  with 
major  fiscal  and  fuiancial  developments  during  the  calendar  year  1965 
and  the  early  part  of  1966. 

Overall  Review 

The  period  under  review  was  one  of  challenge  and  accomplishment, 
both  domestically  and  internationally.  At  home  a  continuing  expan- 
sion in  production  and  incomes,  unparalleled  in  our  peacetime  history, 
carried  us  closer  to  the  goals  of  a  Great  Society.  Although  margins 
of  unutilized  industrial  capacity  and  unemployed  labor  remained  by 
the  end  of  1965,  they  had  been  narrowed  significantly  by  the  pace  of 
steady  expansion,  supported  by  an  act  of  Congress  in  June  eliminating 
most  excise  taxes  and  reducing  others.  But,  as  1965  drew  to  a  close, 
it  was  becoming  apparent  that  our  steadfast  commitment  to  the  cause 
of  freedom  in  Viet  Nam  woidd  entail  a  much  larger  claim  upon  the 
nation's  resources,  both  material  and  human.  The  new  economic 
challenge  was  to  insure  the  balanced  growth  of  a  nearly  fully  employed 
economy,  free  from  inflationary  excesses,  while  providing  all  that  our 
commitments  in  Southeast  Asia  and  elsewhere  might  require. 

There  was  every  reason  for  confidence  that  the  vast  productive 
power  of  our  economy,  strengthened  during  recent  years  by  tax  reduc- 
tion and  high  rates  of  investment,  would  be  equal  to  the  foreseeable 
demands  that  might  be  placed  upon  it.  But,  it  was  essential,  if 
serious  inflationary  strains  were  to  be  avoided,  that  the  Federal  fiscal 
influence  should  shift  from  one  of  steady  stimulus  to  aggregate  demand 
to  one  of  moderate  restraint.  Therefore,  the  President's  January 
1966  budgetary  recommendations  combined  strict  economy  in  non- 
defense  expenditure  programs  with  proposals  for  further  tax  action  to 
augment  the  increases  in  social  security  and  medicare  taxes  already 
going  into  effect  at  the  beginning  of  1966.  Prompt  congressional 
enactment  of  that  further  tax  action,  in  almost  the  exact  form  re- 
quested, was  an  impressive  demonstration  of  the  flexibility  of  fiscal 
policy,  and  of  the  willingness  of  the  Congress  to  act  promptly  to 
prevent  overstraining  the  economy.     Whether  further  fiscal  action 
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would  be  required  was  uncertain,  but  the  President  had  made  it  amply 
clear  in  his  Budget  Message  that: 

"if  .  .  .  events  in  Southeast  Asia  so  develop  that  additional  funds 
are  required,  I  will  not  hesitate  to  request  the  necessary  sums. 
And  should  that  contingency  arise,  or  should  unforeseen  infla- 
tionary pressures  develop,  I  will  propose  such  fiscal  actions  as  are 
appropriate  to  maintain  economic  stability." 
In  our  international  financial  relations,  the  challenge  at  the  be- 
ginning of  1965  was  twofold.     First,  it  was  essential  to  reverse  the 
worsening  in  our  balance-of-payments  position  that  had  developed 
in  late  1964  and  to  move  promptly  toward  a  secure  equilibrium  in 
our  international  accounts.     Second,  beyond  that  immediate  neces- 
sity, there  was  the  very  great  desirability  of  making  timely  progress 
toward  agreement  with  other  nations  on  the  form  that  improved 
international  monetary  arrangements  should  take. 

The  President's  comprehensive  voluntary  balance-of-payments 
program  announced  February  10,  1965,  and  further  tightened  in 
December  1965,  was  chiefly  responsible  for  an  approximate  halving 
of  our  1964  balance-of-payments  deficit  as  measured  on  the  liquidity 
basis.  The  goal  of  the  Administration  was  to  cover  the  remaining 
distance  to  payments  equilibrium  by  the  end  of  1966,  although  it  was 
recognized  that  the  direct  and  indu'ect  impact  of  Viet  Nam  might 
temporarily  delay  achievement  of  that  goal. 

Following  a  series  of  bilateral  talks  with  the  financial  officials  of  a 
number  of  other  countries,  new  negotiating  machinery  was  established 
in  September  1965,  to  achieve  improvements  in  the  international 
monetary  situation.  The  major  objective  is  to  arrange  for  dependable 
new  som-ces  of  liquidity  as  required  in  the  future  to  finance  growing 
international  trade  in  the  absence  of  dollar  deficits.  Negotiations 
have  been  pursued  actively  and  progress  is  being  made  toward 
reaching  a  consensus  on  the  essential  features  of  an  international 
system  for  creating  reserves. 

Treasury  debt  management  faced  new  chaUenges  in  the  past  year 
even  though  the  Treasury's  net  cash  borrowings  were  relatively 
modest.  The  rise  in  longer  term  interest  rates  after  mid-1965  was 
the  first  significant  upturn  during  the  present  extended  period  of 
prosperity  and  created  a  new  environment  for  debt  management. 
As  described  below  and  discussed  more  fully  in  the  text  of  this  report, 
financing  operations  were  successfully  adjusted  to  the  changing 
market  situation,  and  continued  to  serve  the  overaU  objectives  of 
economic  policy. 

In  addition  to  these  major  domestic  and  international  financial 
developments,  the  past  year  was  an  active  and  important  one  for 
the  Treasury  in  many  other  respects,  a  few  of  which  are  noted 
below. 

At  a  conference  in  Manila  in  early  December  1965,  the  United 
States  and  21  other  countries  signed  the  charter  of  an  Asian  Develop- 
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ment  Bank  Avith  an  authorized  capital  of  $1  billion,  of  which  the 
U.S.  subscription  is  $200  million.  Nine  other  countries  became 
charter  members  by  signing  and  making  a  pledge  by  January  31, 
1966.  In  his  Message  to  the  Congress  recommending  approval  of 
U.S.  participation,  President  Johnson  pointed  out  that  the  new 
Bank  "is  the  product  of  Asian  initiative,  and  it  offers  the  nucleus 
around  which  Asians  can  make  a  cooperative  response  to  the  most 
critical  economic  problems — national  and  regional."  The  Congress 
approved  the  enabling  legislation  and  it  was  signed  by  President 
Johnson  on  March  16,  1966. 

As  an  outgrowth  of  action  initiated  at  the  September  1964  meeting 
of  the  International  Monetary  lund,  the  Congress  authorized  an 
increase  of  $1,035  billion  in  the  U.S.  quota  in  the  International 
Monetary  Fund  in  June  1965.  The  U.S.  action  was  part  of  a  general 
increase  by  all  of  the  participating  countries  in  their  respective  Fund 
quotas,  to  become  effective  upon  ratification  by  members  holding 
two-thirds  of  present  quotas.  This  point  was  reached  on  February 
23,  1966.  The  quota  expansion  had  been  strongly  supported  by 
President  Johnson  and  by  his  National  Advisory  Council  on  Interna- 
tional Monetary  and  Financial  Problems. 

The  realities  of  the  silver  supply  situation  made  it  impossible  to 
continue  indefinitely  the  production  of  high-content  silver  coins. 
Therefore,  a  necessary  change  in  our  coinage  system  was  made  w^ith 
the  passage  of  the  Coinage  Act  of  1965  which  removed  silver  from 
the  dime  and  quarter  and  reduced  the  silver  content  of  the  half  doUar 
to  40  percent.  New  coinage  alloys,  reflecting  the  latest  developments 
in  modern  technology,  insured  the  consistent  operation  of  the  new 
dimes,  quarters,  and  half  dollars  in  aU  of  our  millions  of  coin-operated 
machines.  Late  in  1965,  the  new  quarters  began  to  go  into  circula- 
tion, followed  by  the  dimes  and  half  dollars  in  early  1966.  Details 
of  the  new  comage  system  and  a  description  of  the  successful  efforts 
of  the  Bureau  of  the  Mint  in  overcoming  recent  coin  shortages  will 
be  found  in  the  accompanying  report  (pages  131-4). 

A  comprehensive  study,  initiated  in  1963,  on  the  mission,  organiza- 
tion, and  management  of  the  Bureau  of  Customs  was  released  in 
March  1965.  At  the  same  time.  President  Johnson  announced  a 
major  program,  under  the  terms  of  Reorganization  Plan  No.  1  of 
1965  which  became  effective  May  25,  to  make  maximum  use  of  the 
skill  and  talent  of  the  career  employees  of  the  Customs  Service  and  to 
achieve  annual  savings  estimated  at  $9  million.  Major  management 
improvements  in  other  Treasury  agencies  and  bureaus  are  described 
in  the  accompanying  report. 

Tax  Policy 

The  economic  expansion  that  began  in  early  1961  contmued  strongly 
through  calendar  year  1965  and  into  1966.     National  output  rose  5j^ 
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percent  in  real  terms  during  1965  and  our  record  of  cost-price  stability 
remained  superior  to  that  of  any  other  major  industrial  nation, 
despite  growing  pressures  by  the  end  of  the  year.  Unemployment 
was  reduced  to  just  over  4  percent  by  the  end  of  1965  and  declined 
further  in  early  1966. 

Tax  reduction  and  reform  was  again  a  central  element  in  overall 
economic  policy.  Forward  impetus  was  provided  to  the  economy  by 
the  second-stage  tax  reductions  of  the  Revenue  Act  of  1964,  which  has 
convincingly  demonstrated  its  success,  and  by  the  first  stage  of  the 
Excise  Tax  Reduction  Act  of  1965,  signed  into  law  by  President 
Johnson  on  June  21,  1965. 

Very  general  agreement  had  developed  that  many  of  our  excise 
taxes  had  no  place  in  a  permanent  tax  system.  Extensive  hearings 
had  been  held  on  excise  tax  reduction  before  the  House  Ways  and 
Means  Committee  in  the  summer  of  1964  preparing  the  way  for  prompt 
action  in  1965.  The  President  stated  in  his  Budget  Message  of 
January  25,  1965,  that  attention  should  now  be  given  to  the  repeal 
of  some  excise  taxes  and  the  reduction  of  others.  Such  action  would 
provide  further  aid  to  economic  growth  and  minimize  the  burden  on 
consumers  and  business  resulting  from  taxes  which  were  often  costly 
and  difficult  to  administer  and  which  frequently  distorted  consumer 
choices  as  among  different  goods.  On  May  17  the  President  sent  a 
message  to  the  Congress  with  the  details  of  an  excise  tax  reduction 
program,  modified  in  the  light  of  the  current  and  prospective  economic 
situation,  and  totaling  $3.9  billion  at  estimated  fiscal  1966  levels  of 
income.  To  insure  the  maximum  contribution  to  continued  price 
stability  and  balanced  prosperity,  the  President  requested  that  busi- 
ness promptly  pass  forward  to  consumers  the  full  amount  of  excise 
tax  reductions.  This  request  was  emphasized  again  when  he  signed 
the  bill  on  June  21,  and,  by  and  large,  was  carried  into  effect  in  en- 
suing months. 

The  tax  repeals  or  reductions  under  the  final  legislation  amounted 
to  $4.7  billion  at  fiscal  1966  levels  of  income,  rather  than  the  $3.9 
billion  recommended  by  the  President.  This  resulted  chiefly  from 
eventual  reduction  of  the  tax  on  passenger  automobiles  to  one  percent, 
rather  than  five  percent  as  recommended,  and  to  a  lesser  extent  from 
minor  changes  which  are  detailed  later  in  this  report  (pages  37-40). 
Of  the  total  $4.7  billion,  about  $1.75  billion  became  effective  on 
June  22,  1965,  and  an  approximately  equal  amount  became  effective 
on  January  1,  1966,  with  additional  reductions  to  be  effective  in  three 
stages,  on  January  1,  1967,  1968,  and  1969. 

Another  taxation  development  during  1965  that  deserves  mention 
here  was  the  modification  of  the  depreciation  guideline  procedures 
initiated  in  1962.  Those  1962  procedures  were  instituted  as  part  of  a 
thoroughgoing  depreciation  reform  designed  to  encourage  the  use  of 
more  rapid  equipment  modernization  in  industry.     At   that  time, 
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taxpayers  were  allowed  a  tlu'ee-year  transitional  period.  Study  of 
the  depreciation  practices  of  several  hundred  large  firms  conducted 
at  the  request  of  the  Treasury  in  1964  by  the  National  Industrial 
Conference  Board  and  independent  studies  by  the  Internal  Revenue 
Service  suggested  that  some  liberalization  of  guideline  procedures  was 
necessary  if  businesses  were  to  obtain  full  benefit  from  the  1962 
depreciation  reform.  At  the  same  time,  the  Treasury  recognized  the 
need  to  apply  limitations  in  the  use  of  certain  accounting  techniques 
found  to  be  incompatible  with  the  guideline  procedure.  The  combi- 
nation of  the  new  liberalized  rules  and  the  new  limitations  was  esti- 
mated to  result  in  increasing  depreciation  tax  benefits  during  1965 
by  some  $600  million-$SOO  million  over  what  they  would  have  been 
if  the  1962  reform  had  not  been  modified. 

The  overall  fiscal  position  in  late  1965  and  early  1966  was  sub- 
stantially influenced  by  the  amendment  of  the  Social  Security  Act  in 
July  1965,  in  line  with  recommendations  by  the  President.  Old  age 
benefits  were  liberalized  retroactively  to  January  1,  1965,  with  dis- 
bursement of  the  retroactive  portion  made  in  September  1965.  How- 
ever, the  increase  of  some  $2  billion  annually  in  transfer  payments  was 
to  be  more  than  offset  by  the  increase  in  social  security  and  medicare 
payroll  taxes  of  $6  billion,  annual  rate,  going  into  effect  January  1, 
1966.  With  medicare  payments  not  beginning  until  the  second  half 
of  1966,  the  net  effect  would  be  some  increase  in  fiscal  restraint  in  the 
first  half  of  1966  because  of  the  higher  payi'oll  taxes. 

Late  in  1965  it  became  apparent  that  the  increased  commitment 
in  Viet  Nam  might  be  sufficiently  large  to  require  offsetting  fiscal 
action,  beyond  that  which  would  result  from  the  higher  payroll  taxes 
and  rigorous  control  of  nondefense  expenditures.  In  his  Budget 
IVIessage  of  January  24,  1966,  President  Johnson  announced  that 
apart  from  the  special  military  and  economic  assistance  costs  in  Viet 
Nam,  expenditures  for  the  regular  programs  of  the  Federal  Govern- 
ment in  fiscal  1967  were  estimated  at  $102.3  billion,  a  rise  of  $0.6 
billion  from  fiscal  1966,  only  six-tenths  of  one  percent.  But,  because 
increased  special  costs  associated  with  Viet  Nam  would  add  an 
estimated  $4.7  billion  in  fiscal  year  1966  expenditures  and  $10.5 
billion  in  fiscal  year  1967  expenditures  over  the  amounts  estimated  in 
January  1965,  it  would  be  necessary  to  raise  additional  revenues. 

As  the  President  had  expressed  the  matter  on  January  19,  1966: 

"Under  these  circumstances,  I  was  faced  with  three  choices: 
— A  deficit  in  excess  of  $6.5  billion,  which  would  require  the 

Government  to  borrow  the  additional  money. 
— An  increase  in  corporate  and  personal  income  tax  rates,  or 

other  new  taxes. 
— Temporary  restoration  of  certain  excise  taxes,  and  adoption 
of  graduated  withholding  of  individual  income  taxes  and  cur- 
rent payment  of  corporate  income  taxes — to  put  the  American 
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people  on  a  pay-as-you-go  basis  without  increasing  the  total 
tax  bill  due. 

"Over  the  past  several  weeks  I  discussed  these  alternatives  and 
countless  variations  of  them  with  my  advisers.     I  made  two  decisions. 

"First,  we  could  raise  revenue  or  borrow  it.  I  chose  to  raise  the 
money. 

"Second,  I  chose  to  raise  that  money  without  any  increases  in 
personal  and  corporate  income  tax  liabilities,  but  thi'ough  changes 
that  affect  only  the  timing  of  tax  payments  and  the  temporary  res- 
toration of  certain  excise  taxes  on  telephones  and  automobiles." 

Therefore,  the  President  recommended  tax  legislation  involving 
(a)  temporary  restoration  of  the  rates  of  excise  taxes  on  automobiles 
and  telephones  that  were  in  effect  at  the  end  of  1965  and  (b)  the 
adoption  of  collection  procedures  which  would  put  income  and  self- 
employment  tax  payments  closer  to  a  pay-as-you-go  system,  thereby 
increasing  current  revenues  without  changing  income  tax  rates  and 
without  changing  anyone's  final  tax  liabilities.  It  took  only  about 
60  days  from  the  time  the  tax  program  was  outlined  in  mid-January 
for  it  to  be  enacted,  essentially  in  its  original  form  as  regards  the  impact 
on  fiscal  years  1966  and  1967,  as  the  Tax  Adjustment  Act  of  1966. 
That  legislation  was  expected  to  generate  approximately  $6  billion 
extra  revenue  in  the  15  months  following  its  enactment — through 
fiscal  year  1967.  In  terms  of  cash  payments,  the  changes  in  the  new 
law  were  estimated  to  take  about  $2.7  billion  out  of  the  individual 
and  corporate  spending  stream  in  calendar  1966. 

Whether  the  degree  of  fiscal  restraint  embodied  in  the  Tax  Adjust- 
ment Act  of  1966  would  prove  sufficient,  or  whether  further  fiscal  or 
other  action  would  be  required,  could  only  be  determined  with  the 
passage  of  time.  Full  effects  of  the  Federal  Reserve's  monetary 
tightening  signaled  by  the  December  1965  increase  in  the  discount 
rate  were  yet  to  be  registered,  and  further  evidence  was  needed  on  the 
strength  of  private  spending  plans.  It  was  clear,  however,  that  the 
flexible  adaptation  of  fiscal  policy  to  changing  needs  had  already  been 
convincingly  demonstrated. 

In  the  recent  past,  tax  reduction  actions  had  included  the  invest- 
ment credit  in  the  Revenue  Act  of  1962,  the  individual  and  corporate 
income  tax  reductions  in  the  Revenue  Act  of  1964,  the  Excise  Tax 
Reduction  Act  of  1965,  and  the  administrative  depreciation  reforms 
of  1962  and  1965.  Despite  tax  reductions  that  cut  the  burden  of 
taxes  by  some  $20  billion  at  current  levels  of  income,  revenues  were 
estimated  at  $21  billion  higher  in  fiscal  year  1966  than  in  fiscal  year 
1961.  This  contrasts  with  a  growth  in  receipts  of  only  $10  billion  in 
the  5  years  preceding  1961,  a  period  in  which  there  was  no  significant 
tax  reduction. 

In  commenting  upon  this  remarkable  growth  in  revenues  in  his 
January  24,  1966,  Budget  Message,  President  Johnson  noted  that  we 
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have  had  a  clear  illustration  of  the  direct  relationship  between  tax 
policies,  economic  growth,  and  Federal  revenues.  He  went  on  to 
observe  that:  "Tax  policy,  however,  must  be  used  flexibly.  We 
must  be  equally  prepared  to  employ  it  in  restraint  of  an  overly  rapid 
economic  expansion  as  we  were  to  use  it  as  a  stimulus  to  a  lagging 
economy.  The  current  situation  calls  for  a  modest  measure  of  fiscal 
restraint." 

Balance  of  Payments 

The  U.S.  balance-of-payments  deficit  increased  sharply  during  the 
last  half  of  calendar  1964,  reaching  an  annual  rate  of  $5.5  billion  in 
the  fourth  quarter  (liquidity  basis),  primarily  because  of  a  substantial 
increase  in  net  outflows  of  U.S.  private  capital.  By  leading  to  tem- 
porarily excessive  increases  in  foreign  dollar  holdings  the  larger 
deficit  was  aggravating  the  gold  outflow  problem.  Therefore,  Presi- 
dent Johnson  announced  a  comprehensive  balance-of-payments  pro- 
gram on  February  10,  1965.  The  program  was  the  result  of  a  careful 
review  of  the  situation  by  the  Cabinet  Committee  on  the  Balance 
of  Pajrments,  chaired  by  the  Secretary  of  the  Treasury.  The  es- 
sentially new  element  in  the  program  was  its  reliance  upon  the  volun- 
tary cooperation  of  the  commercial  and  financial  community. 

U.S.  banks  were  asked  to  hold  total  claims  outstanding  on  foreign 
residents  to  105  percent  of  the  level  at  the  end  of  1964.  Guidelines 
developed  by  the  Board  of  Governors  of  the  Federal  Reserve  System 
for  implementing  this  program  were  designed  to  assure  that  credits 
to  finance  U.S.  exports,  and  loans  to  less-developed  countries,  could 
be  adequately  met.  In  addition,  consideration  for  the  special  posi- 
tions of  Canada,  Japan,  and  the  United  Kingdom  was  requested. 
Within  these  broad  guidelines  each  bank  was  to  decide  the  direction 
of  its  particular  overseas  activities.  A  similar  approach  was  permitted 
nonbank  financial  institutions  in  their  foreign  lending  and  investing 
activities. 

U.S.  industrial  corporations  also  were  asked  to  improve  their 
individual  balance-of-payments  accounts,  combining  all  transactions 
such  as  exports,  dividend  income,  royalties,  fees,  and  capital  outflows 
from  the  United  States.  The  objective  was  to  leave  the  corporations 
free  to  adjust  these  components  of  their  individual  payments  accounts 
while  achieving  a  significant  net  payments  improvement. 

To  reduce  the  tourist  deficit,  Americans  as  well  as  foreigners  were 
encouraged  to  travel  more  in  this  country.  Legislation  was  recom- 
mended and  subsequently  enacted  on  June  30,  1965  (Public  Law 
89-62),  reducing  the  duty  exemption  on  purchases  made  abroad  by 
returning  U.S.  residents. 

The  Febri.ary  10  program  also  called  for  extension  of  the  interest 
equalization  tax  for  two  years  beyond  December  31,  1965,  broadening 
its  coverage  to  include  nonbank  credit  of  one-to-three  year  maturity. 
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and  activation  of  the  Presidential  authority  under  the  Gore  Amend- 
ment to  the  act  to  apply  the  interest  equalization  tax  to  bank  loans 
of  one  year  or  more.  (The  Interest  Equalization  Act  was  broadened 
in  coverage  and  extended  to  Jidy  31,  1967,  by  Public  Law  89-243, 
October  9,  1965.)  To  stop  any  excessive  flow  of  funds  to  Canada 
under  its  special  exemption  from  the  interest  equalization  tax,  the 
President  sought  and  received  firm  assurance  that  the  policies  of  the 
Canadian  Government  would  be  directed  toward  limiting  borrowing 
in  the  United  States  to  the  maintenance  of  a  stable  level  of  Canada's 
foreign  exchange  reserves.  The  program  also  called  for  an  intensi- 
fication of  U.S.  Government  efforts  to  minimize  the  foreign  exchange 
costs  of  our  defense  and  aid  programs;  an  increase  in  our  efforts  to 
promote  U.S.  ex:ports;  and,  finally,  encom"agement  of  more  invest- 
ments from  abroad,  by  increasing,  thi'ough  new  tax  legislation,  the 
incentive  of  foreigners  to  invest  in  U.S.  secm'ities. 

The  program  of  voluntary  cooperation  that  President  Johnson 
called  for  in  his  Balance-of-Payments  Message  of  February  10,  1965, 
proved  to  be  highly  efi^ective.  For  the  year  1965,  there  was  a  $1.5 
billion  net  reduction  in  the  payments  deficit  on  a  liquidity  basis 
despite  heavy  outflows  on  private  capital  account  during  the  early 
months  and  despite  setbacks  for  the  year  as  a  whole  in  trade  and  other 
accounts.  The  $1.3  billion  deficit  in  1965  was  the  smallest  since  1957 
and  less  than  half  the  size  of  om-  deficits  of  $2.8  billion  in  1964  and 
$2.7  billion  in  1963.  On  the  other  principal  accounting  basis,  official 
reserve  transactions,  oiu"  deficit  in  1965  was  also  $1.3  billion,  about 
the  same  as  the  1964  deficit  on  that  basis. 

Gold  outflow^s  rose  sharply  to  $1,665  billion  for  the  year  as  a  whole. 
However,  there  was  a  pattern  of  steady  improvement  dm^mg  the 
coiu"se  of  the  year.  From  a  high  of  $832  million  in  the  first  quarter, 
the  outflow  declined  to  $590  million  in  the  second  quarter  (including 
a  $259  million  payment  of  the  gold  portion  of  the  increased  U.S. 
subscription  to  the  IMF),  and  fell  fm-ther  to  $124  million  in  the  third 
quarter,  and  $119  million  in  the  fom-th  quarter. 

Late  in  1965,  at  the  request  of  the  President,  the  Cabinet  Com- 
mittee on  the  Balance  of  Payments,  under  the  chairmanship  of  the 
Secretary  of  the  Treasury,  conducted  an  intensive  review  of  the 
U.S.  balance-of-payments  situation.  The  reconmiended  measures  for 
1966  involve,  essentially,  a  sharpening  and  reinforcing  of  the  1965 
program  with  continued  emphasis  upon  its  voluntary,  comprehensive, 
and  balanced  character. 

Corporations  are  requested,  through  a  strengthened  Commerce 
Department  Program,  to  meet  overall  balance-of-payment  targets 
sunilar  to  those  of  1965;  and  also  to  meet  specific  targets  for  dkect 
investment  which  are  expected  to  result  in  balance-of-payments 
savings  of  up  to  $1  billion  in  1966.  Ceilings  on  lending  under  the 
Federal  Reserve  voluntary  program  are  to  rise  by  the  end  of  1966  to 
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109  percent  of  the  December  1964  base  for  banks  and  nonbank  finan- 
cial institutions  and  small  banks  will  be  permitted  to  increase  their 
loans  somewhat  more  than  this.  These  changes  recognize  the  out- 
standing contribution  of  banking  institutions  to  the  1965  program, 
and  will  help  to  insure  more  fully  the  adequacy  of  credit  for  financing 
of  U.S.  exports  and  the  achievement  of  other  desu-ed  objectives. 
Other  important  features  of  the  program  include  an  intensified  effort 
to  hold  down  the  balance-of-payments  cost  of  Government  programs, 
encouragement  of  both  foreign  and  domestic  tourism  in  the  United 
States,  stepped-up  effort  to  expand  U.S.  export  trade,  and  the  recom- 
mendation that  legislation  to  encourage  foreign  investment  in  the 
United  States  now  before  the  Congress  be  enacted  as  soon  as  possible. 
The  main  balance-of-payments  imponderables  in  early  1966  were 
the  exact  extent  to  which  there  would  be  rising  balance-of-payments 
costs  in  Southeast  Asia  in  both  the  military  and  aid  programs  and  the 
direct  and  indirect  impact  of  Viet  Nam  on  the  domestic  economy  and 
the  balance  of  trade. 

International  Financial  Arrangements 

A  summary  of  a  wide  range  of  developments  in  international 
financial  affairs  will  be  found  in  the  text  of  this  report  (pages  49-65). 
The  discussion  here  will  be  limited  to  a  brief  review  of  the  major  steps 
taken  during  the  calendar  year  1965  to  achieve  further  progress 
toward  improved  international  monetary  arrangements. 

The  need  for  improved  arrangements  arises  from  the  fact  that 
growth  in  international  monetary  reserves — primarily  gold  and 
dollars — has  been  largely  dependent  over  the  past  decade  upon  in- 
creases in  official  foreign  dollar  holdings.  New  gold  supplies  moving 
into  monetary  use  have  been  accounting  for  a  relatively  small  propor- 
tion of  total  reserve  growth.  Therefore,  as  the  U.S.  payments  deficit 
is  removed,  the  major  source  of  recent  growth  in  international  liquid- 
ity will  also  be  removed.  To  assure  ample  world  liquidity  for  the 
years  ahead — when  U.S.  payments  will  not  be  in  chronic  deficit — 
the  United  States,  in  cooperation  with  other  leading  financial  countries, 
is  seeking  workable  ways  of  strengthening  and  improving  international 
financial  arrangements. 

In  a  Ministerial  Statement  of  August  1964,  the  Group  of  Ten 
countries — Belgium,  Canada,  France,  Germany,  Italy,  Japan,  the 
Netherlands,  Sweden,  the  United  Kingdom,  and  the  United  wStates — 
stated  that  while  supplies  of  gold  and  reserve  currencies  are  fully 
adequate  for  the  present  and  are  likely  to  be  for  the  immediate  future, 
the  continuing  growth  of  world  trade  and  payments  is  likely  to  require 
larger  international  liquidity.  It  was  recognized  that  world  liquidity 
needs  might  be  met  by  larger  credit  facilities  or  might  call  for  some 
new  form  of  reserve  asset.  Therefore,  a  Study  Group  was  set  Tip  "to 
examine  various  proposals  regarding  the  creation  of  reserve  assets 
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either  through  the  IMF  or  otherwise."  Their  valuable  study — the 
so-called  Ossola  Report — was  submitted  to  the  Group  of  Ten  on  June 
1,  1965,  and  was  published  later. 

By  mid-1965  with  this  and  other  technical  studies  completed  and 
with  the  U.S.  balance-of-payments  program  demonstrating  its  effec- 
tiveness, it  was  appropriate  to  press  forward  toward  a  stage  of  more 
conclusive  negotiations.  Therefore,  on  July  10,  1965,  the  Secretary 
of  the  Treasury  announced  his  intention  of  conducting  a  series  of 
informal  discussions  with  ranking  financial  officials  of  other  Group  of 
Ten  countries  to  ascertain  firsthand  their  views  on  the  most  practical 
and  promising  ways  of  furthering  progress  toward  improved  inter- 
national monetary  arrangements.  In  that  statement,  it  was  made 
clear  that  the  United  States  was  prepared  to  participate  in  an  inter- 
national monetary  conference  at  some  appropriate  future  time.  It 
was  also  pointed  out  that  before  such  a  conference  took  place,  there 
should  be  reasonable  certainty  of  measurable  progress  through  prior 
agreement  on  basic  points. 

It  was  announced  at  the  same  time  that  President  Johnson  had 
approved  the  recommendation  of  the  Secretary  of  the  Treasury  and 
had  created  an  Advisory  Committee  on  International  Monetary 
Arrangements,  chaired  by  the  former  Secretary  of  the  Treasury, 
Douglas  Dillon.  The  Advisory  Committee  membership  includes: 
Robert  V.  Roosa,  former  Under  Secretary  of  the  Treasury  for  Mone- 
tary Affairs;  Kermit  Gordon,  former  Director  of  the  Bureau  of  the 
Budget;  Edward  Bernstein,  economic  consultant  specializing  in  inter- 
national monetary  policy;  Andre  Meyer,  of  the  investment  banking 
firm  of  Lazard  Freres;  David  Rockefeller,  President  of  the  Chase 
Manhattan  Bank;  Charles  Kindleberger,  Professor  of  Economics  at 
Massachusetts  Institute  of  Technology;  Walter  Heller,  former  Chair- 
man of  the  Council  of  Economic  Advisers;  and  Frazar  Wilde,  Chairman 
of  the  Board  of  Trustees,  Committee  for  Economic  Development. 

In  September,  following  a  series  of  bilateral  talks  between  the 
Secretary  of  the  Treasury  and  foreign  financial  officials,  new  negoti- 
ating machinery  was  established  at  the  time  of  the  annual  meeting  of 
the  International  Monetary  Fund.  The  Finance  Ministers  of  the 
Group  of  Ten  countries  instructed  their  Deputies  to  seek  a  basis  of 
agreement  on  the  improvements  needed  in  the  international  monetary 
system,  including  arrangements  for  the  future  creation  of  reserve 
assets.  It  was  further  provided  that  once  a  basis  for  agreement  on 
essential  points  was  reached,  it  would  be  necessary  to  proceed  from 
this  first  phase  to  a  second  phase,  involving  a  much  larger  group  of 
countries. 

At  the  same  time,  the  Managing  Director  of  the  IMF,  who  partici- 
pates in  the  ministerial  meetings  of  the  Group  of  Ten,  indicated  that 
the  Fund  would  pm-sue  its  own  investigation  of  the  ways  and  means 
of  creating  international  reserves.     Since  last  fall,  negotiations  have 
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been  pursued  actively.  The  Deputies  are  proceeding  to  draft  their 
report  to  the  Ministers,  which  it  is  hoped  will  show  consider- 
able progress  toward  a  consensus  on  the  essential  featiu'es  of  an 
international  system  for  creating  reserves. 

Debt  Management 

Diu'ing  the  coiu-se  of  calendar  1965,  record  flows  of  funds  moved 
through  our  domestic  financial  markets  but  at  higher  rates  of  interest. 
For  short-term  rates,  this  marked  a  continuation  of  the  more  or  less 
steady  advance  dating  from  the  beginning  of  the  current  expansion 
in  early  1961,  which  has  made  our  own  short-term  rates  more  com- 
petitive with  key  rates  abroad.  For  longer  term  rates,  the  rise  after 
mid-1965  was  the  first  significant  uptiu-n  since  the  present  expansion 
began. 

Yields  moved  upward  in  all  maturity  ranges  of  Treasury  secm'ities 
from  mid-1965  until  early  December,  and  then  rose  sharply  following 
the  December  6  increase  in  the  Federal  Reserve  discount  rate  (yields 
from  1960  to  mid-1965  are  sho^^^l  in  chart  3,  page  18  of  the  accom- 
panjang  report).  The  yield  on  3-month  bills  advanced  from  about 
3.80  percent  at  mid-1965  to  4%  percent  in  early  December,  rose  sharply 
to  about  4K  percent  by  the  end  of  the  year,  and  worked  its  way 
irregularly  higher  in  early  1966.  Treasury  coupon  issues  in  the  5-year 
range,  which  were  a  bit  above  4}8  percent  at  midyear,  rose  to  about 
4:%  percent  by  early  December,  and  4%  by  yearend.  Longer  term 
yields  in  the  20-year  range  moved  from  a  little  below  4%  percent  at 
mid-1965,  to  around  4K  percent  by  the  end  of  1965.  This  background 
of  rising  rates,  which  continued  into  early  1966,  formed  the  environ- 
ment for  Treasury  debt  management  operations  after  mid-1965.  (A 
detailed  review  of  public  debt  management  and  ownership  develop- 
ments during  fiscal  1965  is  provided  on  pages  17-34  of  the  accom- 
panying report.) 

Follomng  an  August  1965  refunding  operation,  the  Treasury  con- 
ducted the  bulk  of  its  financing  for  the  rest  of  the  year  in  the  form  of 
tax  anticipation  bills.  A  $4  billion  tax  anticipation  bill  package  in 
September  was  followed  by  a  November  auction  of  another  $2.5 
billion  in  tax  bills.  On  October  27  the  Treasury  announced  the  terms 
for  refinancing  $9.7  billion  of  notes  maturing  November  15.  The 
refinancing  took  the  form  of  a  cash  offering  of  a  new  18-month,  4)4 
percent  note,  priced  to  vield  about  4.37  percent.  At  the  end  of  1965 
the  average  length  of  the  marketable  interest-bearing  public  debt 
was  5  years,  the  same  as  a  year  earlier  but  4  months  shorter  than  the 
average  maturity  at  the  end  of  fiscal  1965  which  had  reflected  the 
lengthening  impact  of  an  advance  refunding  in  January  1965. 

In  early  1966,  after  a  $1.5  billion  cash  offering  and  $1  billion  in 
additional  tax  anticipation  bills  in  January,  the  Treasury  took  advan- 
tage of  favorable  market  conditions  in  February  to  achieve  some 
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moderate  but  useful  debt  lengthening,  and  also  to  lighten  the  task 
of  refunding  issues  that  would  be  maturing  later  in  the  year.  The 
successful  February  operation  was  a  combined  refunding  of  February 
15  and  April  1  debt  maturities  into  18-month  or  4%  year  notes, 
along  with  a  prerefunding  of  issues  maturing  in  May  and  August  into 
the  0i  year  option.  With  its  completion,  Treasury  financing  opera- 
tions for  the  fiscal  year  were  virtually  completed,  except  for  routine 
rollovers. 

The  savings  bond  program  received  an  important  stimulus  early 
in  1966  when  President  Johnson  announced  an  increase  in  the  rate 
to  4.15  percent  from  the  previous  3.75  percent  effective  from  December 
1,  1965.  The  Presidential  action  also  raised  the  earnings  after  De- 
cember 1,  1965,  of  outstanding  Series  E  and  H  savings  bonds.  The 
new,  higher  rate  was  clearly  justified  not  only  in  view  of  the  higher 
rates  available  on  various  private  savings  accounts,  but  also  in  the 
light  of  current  needs  to  sustain  vigorous  noninflationary  growth  and 
manage  the  public  debt  soundly.  Corporate  and  Federal  campaigns 
to  increase  participation  in  the  payroll  savings  plan  were  being  pressed 
intensively  and  substantial  results  were  expected. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 

To  THE  President  of  the  Senate. 

To  THE  Speaker  of  the  House  of  Representatives. 
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Summary  of  Financial  Operations 

The  administrative  budget  deficit  for  the  fiscal  year  1965  was  $3.4 
billion,  $4.8  billion  less  than  the  1964  deficit  and  $2.8  billion  less  than 
estimated  in  the  1966  budg-et  document.  Net  administrative  budget 
receipts  during  the  year  totaled  $93.1  billion  and  net  expenditures 
amounted  to  $96.5  billion — receipts  being  $3.6  billion  higher  and  ex- 
penditures $1.2  billion  lower  than  the  preceding  year. 

Net  receipts  of  trust  funds  during  fiscal  1966  exceeded  net  trust 
expenditures  by  $1.4  billion,  with  net  receipts  rising  to  $31.0  billion 
and  net  expenditures  to  $29.6  billion. 

On  the  basis  of  a  consolidated  cash  statement,  total  receipts  from 
the  public  during  the  year  amounted  to  $119.7  billion,  and  total  pay- 
ments to  the  public  amounted  to  $122.4  billion,  resulting  in  an  excess 
of  payments  to  the  public  of  $2.7  billion. 

The  public  debt  outstanding  June  30,  1965,  totaled  $317.3  billion, 
a  net  increase  of  $5.6  billion  during  the  year.  A  summary  of  the 
Government's  fiscal  operations  during  the  1964-65  fiscal  years  and 
their  effect  on  the  public  debt  follows : 


In  billions  of  dollars 


Administrative  budget  receipts  and  expenditures: 

Net  receipts  (— ) 

Net  expenditures 

Administrative  budget  deficit... 

Trust  receipts  and  expenditures: 

Net  receipts  (— ) 

Net  expenditures 

Excess  of  receipts  (— ),  or  expenditures 

Net  investments  in  public  debt  and  agency  securities 

Net  sales  (— )  of  Government  agency  securities  in  the  market 

Increase  (— ),  or  decrease  in  checks  outstanding,  deposits  in  transit  (net),  etc. 

Increase  (— ),  or  decrease  in  public  debt  interest  accrued 

Change  in  cash  balances,  increase,  or  decrease  (— ): 

Treisurer's  account 

Held  outside  Treasury 

Net  increase  in  cash  balances 

Increase  in  public  debt 

•Less  than  $50  million. 
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Administrative  Budget  Receipts  and  Expenditures 

Chart  2 

The  Administrative  Budget 


Receipts 

The  increase  of  $3,6  billion  in  net  administrative  budget  receipts 
during  fiscal  1965  brought  the  total  to  $93.1  billion,  thus  marking  the 
fourth  successive  year  in  which  new  peaks  have  been  established.  This 
overall  rise  occurred  despite  the  impact  of  reduced  individual  and 
corporate  income  tax  rates  under  the  Revenue  Act  of  1964.  The  bulk 
of  the  tax  reduction  went  into  effect  early  in  the  calendar  year  1964 
and  the  remainder  on  January  1,  1965. 

Economic  activity  continued  to  expand  throughout  the  fiscal  year 
1965  and  tax  receipts  accompanied  this  general  rise. 

A  comparison  of  net  administrative  budget  receipts  by  major  sources 
for  fiscal  years  1964  and  1965  is  shown  below.  Additional  data  for 
1965  on  the  gross  basis  are  presented  in  table  18. 


1964 

1965 

Increase 

Source 

In  millions  of  dollars 

Internal  revenue: 

Individual  income  taxes                                -          -  - 

48, 697 

23,  493 

10,211 

2,394 

48,  792 

25,  461 

10,911 

2,716 

95 

Corporation  income  taxes         _ 

1,968 

Excise  taxes     .  . - - -- 

700 

Estate  and  gift  taxes                                    .  _  -  .  _  

323 

Total  internal  revenue                                    -  -  - 

84, 794 
1,252 
3,412 

87, 880 
1,442 
3,749 

3,086 

Customs  duties                            -  -         -  --  

190 

Miscellaneous  receipts    ..      -  - .  .-  . 

337 

Net  administrative  budget  receipts .      .    

89, 459 

93, 072 

3,613 
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Individual  income  taxes. — Receipts  from  individual  income  taxes 
amounted  to  $48.8  billion  in  fiscal  1965,  accounting  for  over  one-half 
of  total  budget  revenues  but,  because  of  the  rate  reduction,  for  only 
3  percent  of  the  year's  increase.  The  net  gain  of  $95  million  over 
fiscal  1964  occurred  despite  the  effect  of  the  tax  reduction  under  the 
Revenue  Act  of  1964. 

Corporation  income  taxes. — Corporation  income  tax  receipts  rose 
to  $25.5  billion  in  the  fiscal  year  1965,  $2.0  billion  above  the  previous 
year's  receipts,  despite  the  reduced  tax  rates. 

Receipts  from  corporation  income  taxes  depend  primarily  on  the 
amount  of  corporation  profits  earned  during  the  calendar  year  which 
ends  within  the  fiscal  year.  Corporation  profits  rose  substantially 
from  calendar  year  1963  to  1964,  up  $6.2  billion  on  a  national  ac- 
counts basis.  Tax  receipts  in  fiscal  1965  were  further  bolstered  by 
the  speedup  in  estimated  payments  required  under  the  Revenue  Act 
of  1964.  This  speedup  in  payments  adds  to  Government  receipts 
in  the  fiscal  years  involved  but  does  not  affect  the  tax  liabilities 
computed  under  the  new  lower  rates. 

Excise  taxes. — Receipts  from  excise  taxes  are  shown  in  the  following 
table. 


Source 

1964 

1965 

Increase,  or 
decrease  (— ) 

In  millions  of  dollars 

Alcohol  taxes -  - .-..___        _    _ 

3,577 
2,053 

172 
6,021 

475 
1,547 

106 

3,773 
2,149 

186 
6,418 

513 

1,786 

-32 

195 

Tobacco  taxes           _  _  -  .     - 

96 

Taxes  on  documents,  other  instruments,  and  playing  cards       . 

15 

Manufacturers  excise  taxes  .-. 

398 

Retailers  excise  taxes 

Miscellaneous  excise  taxes                -..   - 

38 
239 

Undistributed  depositary  receipts  and  unapplied  collections        -    - 

-139 

Gross  excise  taxes -  -         -  -.      

13, 950 

220 
3,519 

14,  793 

223 
3,659 

843 

Less: 

Refunds  of  receipts          .          .    -- 

3 

Transfers  to  highway  trust  fund -      - - 

139 

Net  excise  taxes  -  --         .    ..- 

10,211 

10,911 

700 

Net  excise  tax  receipts,  after  deduction  of  refunds  and  transfers 
to  the  highway  trust  fund,  rose  $700  million  to  $10.9  billion  for  the 
fiscal  year  1965.  Increases  were  pervasive  among  the  many  forms  of 
excises  reflecting  the  sustained  expansion  in  economic  activity.  Mis- 
cellaneous excise  taxes  showed  the  largest  relative  increase,  the  bulk 
of  it  due  to  increased  collections  from  telephone  and  other  communi- 
cations services. 

Estate  and  gift  taxes. — Estate  and  gift  tax  collections  reached  $2.7 
billion  in  fiscal  1965,  $323  million  larger  than  in  the  previous  fiscal 
year.    Since  estate  taxes  are  not  payable  until  15  months  after  death 
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and  the  valuation  of  the  estate  is  the  lesser  of  the  value  at  time  of 
death  or  one  year  later,  the  rise  reflected  the  strong  upsurge  in  stock 
prices  which  began  late  in  the  calendar  year  1962. 

CustoTTis. — Customs  duties  increased  15  percent  during  the  year 
reaching  a  net  total  of  $1,442  million.  This  rise  reflected  a  substantial 
increase  in  taxable  imports  accompanying  the  general  rise  m  economic 
activity. 

Miscellaneous  receipts. — Miscellaneous  receipts  are  the  total  of  re- 
ceipts by  the  Government  of  varied  forms  of  income  other  than  taxes. 
The  total  of  $3.7  billion  received  in  the  fiscal  year  1965  was  $337 
million  or  10  percent  larger  than  in  1964.  The  net  overall  rise  is  a 
composite  of  divergent  movements  in  the  various  forms  of  nontax 
receipts.  Sales  of  Government  property  and  products,  dividends  and 
other  earnings,  and  seigniorage  showed  advances,  offset  in  part  by 
smaller  realizations  on  loans  and  investments. 

Estimate  of  receipts 

The  Secretary  of  the  Treasury  is  required  each  year  to  prepare  and 
submit  in  his  annual  report  to  Congress  estimates  of  public  revenue 
for  the  current  fiscal  year  and  for  the  fiscal  year  next  ensuing  (act 
of  February  26, 1907  (5  U.S.C.  265) ) . 

The  estimates  of  receipts  from  taxes  and  customs  for  the  current 
and  ensuing  fiscal  years  are  prepared  by  the  Treasury  Department. 
In  general,  the  estimates  of  miscellaneous  receipts  are  prepared  by 
the  agencies  depositing  these  receipts  in  the  Treasury. 

The  estimates  of  receipts  and  the  legislative  and  economic  assump- 
tions upon  which  they  are  based  are  the  same  as  those  presented  in 
the  Budget  message  of  the  President  of  January  24,  1966.  Briefly, 
the  recommendations  involve  (a)  rescheduling  the  1966-69  reduc- 
tions in  the  automobile  and  telephone  excise  taxes  to  the  period  1968- 
71  and  (b)  the  adoption  of  certain  collection  procedures  which  will 
put  income  tax  payments  closer  to  a  pay-as-you-go  system,  thereby 
increasing  current  revenues  without  changing  income  tax  rates  and 
without  changing  final  tax  liabilities. 

Excise  tax  rates  on  automobiles  and  general  and  long  distance 
telephone  and  teletype  services  would  be  restored  to  the  rates  in  effect 
before  January  1,  1966,  and  the  successive  reductions  scheduled  until 
January  1,  1969,  would  be  deferred.  The  estimate  assumes  that  the 
telephone  and  teletype  taxes  would  return  to  10  percent  on  April  1, 
1966,  and  the  tax  on  automobiles  would  return  to  7  percent  from 
6  percent  on  March  15, 1966. 

The  proposed  graduated  withholding  schedule  on  wage  and  salary 
income  tax  liabilities  affects  the  timing  of  tax  payments  during  the 
year,  but  it  does  not  change  the  tax  liabilities.    Under  present  legisla- 
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tion,  a  flat  14  percent  is  withheld  on  taxable  salaries  and  wages ;  this 
corresponds  to  the  tax  on  the  lowest  income  bracket,  and  it  is  applied 
regardless  of  the  amount  of  income.  As  a  result,  the  taxes  withheld 
on  higher  bracket  wage  earners  are  generally  too  small.  The  proposed 
new  schedule  would  increase  the  amounts  withheld  as  taxable  salaries 
and  wages  increase,  and  thereby  would  reduce  underwithholding  to 
a  small  proportion  of  total  income  tax  liability.  The  new  withhold- 
ing schedules  are  assumed  to  become  effective  on  May  1, 1966. 

Under  present  law  quarterly  corporation  payments  on  estimated 
tax  liabilities  greater  than  $100,000  per  year  are  being  adjusted  to  a 
schedule  that  would  run  concurrently  with  the  accrual  of  tax  liabili- 
ties during  each  tax  year.  The  size  of  payments  on  estimated  tax  is 
being  adjusted  gradually  to  reach  an  even  quarterly  pattern  by  calen- 
dar year  1970.  The  legislation  proposed  in  this  budget  would  require 
a  more  rapid  adjustment  and  would  complete  the  transition  in  the  1967 
tax  year.  The  accelerated  schedule  would  first  apply  to  payments  due 
April  15,  1966. 

Legislation  authorizing  additional  user  charges  and  extending  others 
is  recommended,  in  keeping  with  the  policy  that  a  greater  share  of  the 
costs  of  certain  programs  which  provide  special  benefits  or  privileges 
should  be  borne  by  identifiable  primary  beneficiaries.  The  user 
charges  program  also  is  being  extended  by  administrative  action 
throughout  the  executive  branch  where  legislative  authority  exists, 
and  present  charges  are  reexamined  regularly  to  assure  that  they  ade- 
quately reflect  the  costs  incurred. 

The  tax  on  air  passenger  traffic  would  be  raised  from  5  percent  to  6 
percent  until  January  1,  1969.  A  tax  of  2  percent  on  air  freight 
waybills  would  be  instituted  and  an  additional  2  percent  added  on 
January  1,  1969,  raising  this  tax  to  4  percent.  The  growth  of  air 
transportation  should  generate  sufficient  receipts  from  these  taxes  to 
meet  commercial  aviation's  share  of  the  cost  of  the  Federal  airways. 
Accordingly,  the  present  2  cents  per  gallon  tax  on  gasoline  used  in 
commercial  aviation  would  be  repealed,  leaving  fuels  used  in  com- 
mercial aviation  untaxed.  Gasoline  and  jet  fuels  used  in  general  avi- 
ation would  be  taxed  at  4  cents  per  gallon,  and  all  of  the  receipts 
retained  in  the  general  fund. 

A  user  charge  of  2  cents  per  gallon  is  proposed  on  fuel  used  by  ves- 
sels navigating  the  inland  waterways. 

User  charges  are  also  being  recommended  in  several  other  programs. 
Some  of  these  charges  would  become  miscellaneous  receipts  of  the 
general  fund.  In  other  instances,  the  charges  would  be  used  to  offset 
the  costs  of  operation,  as  in:  (1)  meat  and  poultry  inspections;  (2) 
commodity  inspection  and  classification  and  warehouse  inspecting  and 
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licensing;  (3)  administration  of  workmen's  compensation  and  safety 
programs  for  longshoremen  and  harbor  workers;  and  (4)  overtime 
border  inspections  of  private  vessels  and  aircraft. 

Legislation  has  been  requested  to  create  revolving  funds  for  the 
Rural  Electrification  Administration  (REA)  and  three  power  ad- 
ministrations— Bonneville,  Southeastern,  and  Southwestern.  With 
authority  to  operate  as  revolving  funds,  the  agencies  would  be  able  to 
use  collections  on  outstanding  loans  and  revenues  from  power  sales 
to  help  finance  their  current  operations  and  necessary  capital  outlays, 
while  remaining  subject  to  control  through  the  regular  appropriations 
process.  Enactment  of  this  legislation  will  reduce,  equally,  miscel- 
laneous receipts  of  the  Treasury  and  expenditures  by  the  agencies 
without  effect  upon  the  budgetary  surplus  or  deficit. 

The  nation's  output  of  goods  and  services  for  calendar  year  1966  is 
expected  to  be  within  a  $10  billion  range  centered  on  $722  billion,  an 
increase  of  $461/2  billion  over  1965  at  the  midpoint  of  the  range.  Sub- 
stantial gains  in  personal  income  and  corporate  profits  will  accompany 
the  growi:h  in  output.  Specifically,  the  fiscal  year  revenue  estimates 
are  based  on  the  following  economic  assumptions : 


Calendar  years 

1964 
actual 

1965 
preliminary 

1966 
estimate 

In  billions  of  dollars 

Gross  national  product ..  . 

628.7 

495.0 

64.8 

675.6 

530.7 

74.6 

722 

Personal  income  . 

567 

Corporate  profits  before  taxes.-  -  -  .    ..- 

80 

Estimates  of  tax  revenues  cannot  be  derived  directly  and  simply 
from  the  assumed  levels  of  aggregate  economic  performance.  The 
definitions  of  taxable  income  in  the  tax  statutes,  which  determine 
tax  liabilities,  differ  from  the  economic  or  statistical  definitions  of  in- 
come which  are  used  to  measure  economic  performance.  In  addition, 
tax  payments  are  received  by  the  Treasury  after  the  period  in  which 
tax  liabilities  are  incurred.  For  example,  corporation  income  tax 
collections  lag  six  months  behind  the  period  when  the  taxable  income 
was  earned ;  there  is  also  some  lag  between  the  time  when  individual 
income  and  social  security  taxes  are  deducted  from  earnings  and  the 
time  employers  transfer  these  smns  to  the  Treasury. 

The  1964  income  tax  legislation  decreased  tax  liabilities  by  succes- 
sively greater  amounts  in  calendar  years  1964  and  1965.  Despite  the 
losses  from  income  tax  reduction  and,  in  fiscal  1966,  from  the  excise  tax 
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cuts  of  1965,  total  revenues  rose  in  fiscal  1964  and  1965  and  are  ex- 
pected to  continue  rising  in  the  fiscal  years  1966  and  1967.  Receipts 
for  fiscal  1966  are  estimated  to  increase  $7  billion  over  actual  receipts 
in  1965  to  $100  billion.  A  further  increase  of  $11  billion  to  a  total 
of  $111  billion  is  estimated  for  1967.  Receipts  will  have  risen  for 
six  consecutive  years  by  the  fiscal  year  1967,  reaching  a  level  $33  billion 
above  1961.  This  revenue  gain  reflects  an  increase  of  $218  billion  in 
gross  national  product  from  the  calendar  year  1960  to  the  calendar 
year  1966. 

Actual  administrative  budget  receipts  for  the  fiscal  year  1965  and 
estimated  receipts  for  1966  and  1967  are  compared  by  major  sources 
in  the  accompanying  table.  Amounts  shown  for  each  revenue  source 
are  the  net  amounts  after  deduction  of  refunds,  transfers  to  trust 
funds,  and  interf und  transactions. 


Fiscal  years 

1965 
actual 

1966 
estimate 

1967 
estimate 

Increase,  or 
decrease  (— ), 
1966  to  1967 

In  millions  of  dollars 

Individual  income  taxes 

48,  792 

25, 461 

10,911 

2,716 

1,442 

3,749 

51, 400 
29,  700 
9,169 
2,932 
1,655 
5,144 

56, 240 
34, 400 
8,879 
3,301 
1,845 
6,335 

4,840 

Corporation  income  taxes 

4,700 

Excise  taxes    -.  

-290 

Estate  and  gift  taxes 

369 

Customs - 

190 

Miscellaneous  receipts 

1,191 

Net  administrative  budget  receipts   

93, 072 

100, 000 

111,000 

11,000 

Individual  income  taxes. — Collections  of  individual  income  taxes 
amomited  to  $48.8  billion  in  fiscal  year  1965.  They  are  estimated  to 
rise  to  $51.4  billion  in  fiscal  1966  and  to  $56.2  billion  in  fiscal  1967,  an 
increase  of  $4.8  billion.  The  rise  of  $2,6  billion  in  fiscal  1966  reflects 
a  substantial  increase  in  the  individual  income  tax  base  offset  in  part 
by  the  second  stage  reduction  of  tax  rates  which  went  into  effect  on 
January  1,  1965.  The  larger  rise  in  1967  is  almost  wholly  due  to 
higher  incomes,  bolstered  by  the  proposed  introduction  of  a  graduated 
withholding  system. 

Corporation  income  taxes. — Corporate  receipts  which  amounted  to 
$25.5  billion  in  the  fiscal  year  1965,  are  expected  to  reach  $29.7  billion 
in  1966,  and  $34.4  billion  in  1967.  Receipts  in  1966  are  depressed  by 
the  second  stage  of  tax  rate  reduction  but  are  increased  by  $1.0  billion 
because  of  the  further  speedup  in  the  payment  schedule.  The  1967 
revenue  increase  of  $4.7  billion  reflects  both  increased  profits  and  a 
$3.2  billion  effect  of  the  proposed  speedup. 
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Excise  taxes. — Net  excise  tax  revenues,  excluding  taxes  collected  and 
transferred  to  the  highway  trust  fund,  are  estimated  to  fall  to  $9.2 
billion  in  fiscal  year  1966  from  $10.9  billion  in  1965.  A  further  de- 
crease to  $8.9  billion  is  estimated  for  1967.  Losses  in  1967  from  the 
several  excises  repealed  as  of  January  1,  1966,  will  be  substantially 
offset  if  the  proposals  relating  to  the  auto  and  telephone  excises  are 
accepted  by  the  Congress. 

Also,  there  would  be  some  offset  if  the  various  user  charge  proposals 
are  adopted.  Collections  are  also  increasing  from  the  excises  not 
affected  by  the  excise  reduction  act,  reflecting  increased  sales  of  the 
products  and  services  involved. 

Estate  and  gift  taxes. — Estate  and  gift  tax  receipts  are  estimated  to 
increase  from  $2.7  billion  in  1965  to  $2.9  billion  in  1966.  A  rise  to  $3.3 
billion  is  expected  in  1967.  Keceipts  from  this  source  arise  mostly 
from  collections  of  estate  taxes  which  are  payable  15  months  after 
death.  The  estimated  increases  in  the  fiscal  years  1966  and  1967 
therefore  reflect  rises  in  asset  valuations  occurring  some  time  earlier. 

Customs. — Customs  receipts  are  estimated  to  increase  from  $1,442 
million  in  fiscal  year  1965,  to  $1,655  million  in  1966,  and  to  $1,845 
million  in  1967.  Enlarged  receipts  from  customs  duties  reflect  increas- 
ing imports  associated  with  a  continued  expansion  of  economic  activity. 

Miscellaneous  receipts. — Miscellaneous  receipts,  which  are  all  those 
received  by  the  general  fund  of  the  Treasury  except  for  taxes  and 
customs  duties,  are  shown  in  the  above  table  net  of  interfund  trans- 
actions. Such  receipts  are  estimated  to  increase  from  $3.7  billion  in 
fiscal  1965,  to  $5.1  billion  in  1966,  and  to  $6.3  billion  in  1967.  Over 
half  of  the  increases  of  $1.4  billion  in  1966  and  $1.2  billion  in  1967  are 
attributable  to  seigniorage  profits  arising  from  full-scale  production 
of  coins  with  the  new  composition  authorized  by  the  Coinage  Act  of 
1965.^  Also  adding  to  the  increases  are  accelerated  sales  of  excess 
strategic  and  critical  materials,  increased  receipts  from  the  Outer 
Continental  Shelf  lands  as  new  areas  are  opened  for  exploration,  and 
higher  payments  of  earnings  by  the  Federal  Reserve  System. 

Expenditures 

Net  administrative  budget  expenditures  decreased  more  than  $1 
billion  in  fiscal  1965  from  the  preceding  fiscal  year,  the  first  such  year- 
to-year  reduction  in  expenditures  in  five  years.  A  two-year  compara- 
tive summary  by  major  functions  is  set  forth  below;  more  detailed 
information  on  administrative  budget  expenditures  is  contained  in 
table  15. 


1  See  exhibit  23. 
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Program 


1964 


1965 


Increase,  or 
decrease  (— ) 


In  millions  of  dollars 


National  defense 

Interest  payments 

Health,  labor,  and  welfare 

Veterans'  teneflts  and  services 

Space  research  and  technology 

International  affairs  and  fmance 

Agriculture  and  agricultural  resources 

Commerce  and  transportation 

Other  I 

Less  interfund  transactions 

Total 


54, 181 

50, 163 

10,  765 

11,435 

5,475 

5,898 

5,492 

5,495 

4,171 

5,093 

3,687 

4,304 

'5,475 

4,898 

3,002 

3,499 

'6,102 

6,592 

664 

870 

97, 684 

96, 507 

-4,  018 
670 
423 
3 
922 
617 
-577 
497 
490 
206 


-1,177 


■•  Revised. 

1  Includes  programs  relating  to  natural  resources,  housing  and  community  development,  education,  and 
general  government. 

Expenditures  for  national  defense,  though  significantly  below  the 
preceding  year,  accoimted  for  52  percent  of  total  administrative  budget 
expenditures.  Interest  payments  increased  during  the  year  to  account 
for  12  percent  of  administrative  budget  expenditures;  health,  labor, 
and  welfare  programs  accounted  for  over  6  percent;  and  veterans' 
benefits  and  services  something  less  than  6  percent. 

Estimates  of  expenditures 

Administrative  budget  expenditures  in  the  fiscal  years  1966  and 
1967  are  expected  to  be  $106.4  billion  and  $112.8  billion,  respectively. 
The  following  summary  shows  the  estimated  expenditures  for  these 
two  years  by  major  programs.  Table  18  shows  estimated  administra- 
tive budget  expenditures  for  these  years  by  agencies. 


Program 


National  defense.-- 

Interest  payments 

Health,  labor,  and  welfare 

Veterans'  benefits  and  services.- 

Space  research  and  technology 

International  affairs  and  finance 

Agriculture  and  agricultural  resources  . 

Commerce  and  transportation 

other  1 

Less  interfund  transactions 


Total. 


1965 
actual 


1966 
estimate 


Increase,  or 
decrease 
(-),  1966 
from  1965 


1967 
estimate 


Increase,  or 
decrease 
(-),  1967 
from  1966 


In  millions  of  dollars 


50, 
11. 
5, 
5, 
5, 
4, 
4, 
3, 


96, 


163 

56,  560 

435 

12, 104 

898 

8,377 

495 

5, 122 

093 

5,600 

304 

3,932 

898 

4,313 

499 

3,202 

592 

7,866 

870 

647 

507 

106, 428 

6,397 

60, 541 

669 

12, 854 

2,479 

9,962 

-373 

5,721 

507 

5,300 

-372 

4,177 

-585 

3, 372 

-297 

2, 672 

1.274 

8,960 

-223 

712 

9,921 

112,847 

3,981 

750 

1,585 

599 

-300 

245 

-941 

-530 

1,094 

65 


6,419 


•  Includes  programs  relating  to  natural  resources,  housing  and  conmiunity  development,  education,  and 
general  government. 

Trust  Receipts  and  Expenditures 
Receipts 

In  fiscal  1965,  net  trust  receipts  rose  to  $31.0  billion,  an  increase  of 

$.7  billion  over  1964.     Detailed  information  on  net  trust  receipts  is 
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given  in  table  5;  the  following  summary  shows  the  two  year  com- 
parison of  net  trust  receipts,  by  source  for  fiscal  years  1964  and  1965, 


1964 

1965 

Increase 

Source 

In  millions  of  dollars 

Kmnlovment  taxes                  -              -  - - - 

16, 832 
3,042 
3,519 
1,613 

5,845 
521 

16, 905 
3,052 
3,659 
1,770 
6,299 
638 

73 

10 

Excise  taxes                  - _--___ 

140 

Interest  on  trust  funds                     _  - --  -     -  - 

157 

Other  trust  receipts  ^ - - -- 

454 

T^ess  interfund  transactions --  -- 

117 

Net  trust  receints                                                        - 

30, 331 

31, 047 

716 

•  Includes  Federal  employee  and  agency  payments  to  retirement  funds,  veterans'  life  insurance  premiums, 
and  other  miscellaneous  trust  receipts. 

Estimates  of  receipts 

In  the  fiscal  years  1966  and  1967  trust  receipts  are  expected  to  rise 
to  $33.5  billion  and  $41.6  billion,  respectively.  The  rise  will  be  due 
principally  to  employment  tax  receipts.  In  fiscal  1966,  employment 
taxes  are  estimated  to  increase  $1.9  billion  over  1965,  and  in  1967  by 
$5.5  billion  over  1966.  These  increases  will  develop  primarily  from 
the  higher  social  security  tax  rates  and  larger  wage  base,  effective 
January  1,  1966.  On  that  date  the  combined  employer-employee  rate 
is  raised  from  7.25  percent  to  8.4  percent  and  the  covered  annual  wage 
base  from  $4,800  to  $6,600.  On  January  1, 1967,  existing  law  provides 
for  the  combined  tax  rate  to  be  further  increased  to  8.8  percent. 

Detailed  estimates  of  trust  fund  receipts  are  contained  in  table  19 ; 
a  summary  by  principal  source  follows : 


Source 

1965 
actual 

1966 
estimate 

Increase,  or 
decrease 
(-),  1966 
from  1965 

1967 
estimate 

Increase,  or 
decrease 
(-),  1967 
from  1966 

In  millions  of  dollars 

Employment  taxes 

16, 905 
3,052 
3,659 
1.770 
6,299 
638 

18, 819 
2,900 
3,859 
1, 822 
6,933 
795 

1,914 

-152 

200 

52 

634 

157 

24, 339 
2,900 
4,378 
1,970 

8,787 
767 

5,520 

Unemployment  tax  deposits  by  States 

Excise  taxes 

519 

Interest  on  trust  funds 

148 

other  1 

1,854 

Less  interfund  transactions 

-28 

Net  trust  receipts 

31, 047 

33, 539 

2,492 

41, 608 

8,069 

1  Includes  Federal  employee  and  agency  payments  to  retirement  funds,  veterans'  life  insurance  premiums, 
and  other  miscellaneous  trust  receipts. 

Expenditures 

Net  trust  expenditures  in  fiscal  1965  amounted  to  $29.6  billion,  an 
increase  over  the  preceding  year  of  $.7  billion.  Programs  of  a  health, 
labor,  and  welfare  nature  accounted  for  78  percent  of  total  trust  ex- 
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l^enditures,  while  commerce  and  transportation  programs  (mainly 
highway  trust  fund  expenditures)  made  up  13  percent  of  the  total. 
Details  regarding  trust  expenditures  are  contained  in  table  5 ;  a  sum- 
mary by  major  function  follows  comparing  fiscal  1965  trust  expendi- 
tures with  those  of  1964. 


Program 


Health,  labor,  and  welfare 

Commerce  and  transportation 

Housing  and  community  development 

Veterans'  benefits  and  services 

Agriculture  and  agricultural  resources- 
National  defense 

other  1 

Less  interfund  transactions 

Net  trust  expenditures 


1964 


1965 


Increase,  or 
decrease  (— ) 


In  millions  of  doUars 


22,  733 

23, 186 

3,482 

3,864 

1,889 

1,136 

666 

624 

496 

927 

487 

751 

-348 

-213 

521 

638 

28,  885 

29, 637 

453 
382 
-753 
-42 
431 
264 
135 
117 


752 


1  Includes  programs  relating  to  natural  resources,  international  affairs  and  finance,  education,  and  general 
government;  also  includes  net  transactions  in  deposit  fund  accounts. 

Estimates  of  expenditures 

In  the  fiscal  years  1966  and  1967  trust  expenditures  are  expected  to 
reach  $33.8  billion  and  $37.9  billion,  respectively.  The  following 
summary  shows  by  major  functions  the  estimated  trust  expenditures 
for  1966  and  1967,  compared  with  the  preceding  year.  Trust  expendi- 
tures for  these  years  are  shown  in  more  detail  in  table  19. 


Program 

1965 
actual 

1966 

estimate 

Increase,  or 
decrease 
(-),  1966 
from  1965 

1967 
estimate 

Increase,  or 
decrease 
(-),  1967 
from  1966 

In  millions  of  doUars 

Health,  labor,  and  welfare.         _  

23, 186 

3,  864 

1,136 

624 

927 

751 

-213 

638 

26,  589 
3,780 
1,988 
554 
600 
875 
194 
795 

3,403 

-84 
852 

-70 

-327 

124 

407 

157 

31,110 
3,895 
1,194 

682 
623 
898 
248 
767 

4,521 

Commerce  and  transportation  -  .  _  .  _    .. 

115 

Housing  and  community  development 

Veterans'  benefits  and  services 

-794 
128 

Agriculture  and  agricultural  resources 

National  defense    

23 
23 

Other'  .                .                         _ 

54 

Tifiss?  intp.rfiind  t.ransao.t.inns 

-28 

Net  trust  expenditures 

29,  637 

33,  786 

4,149 

37, 882 

4,096 

'  Includes  programs  relating  to  natural  resources,  international  aflairs  and  finance,  education,  and  general 
government;  also  includes  net  transactions  in  deposit  funds. 


Receipts  From  and  Payments  to  the  Public 

A  summary  of  Federal  Government  cash  transactions  with  the  pub- 
lic during  fiscal  year  1965  shows  total  receipts  from  the  public  to  have 
amounted  to  $119.7  billion,  while  total  payments  to  the  public  reached 
$122.4  billion,  resulting  in  an  excess  of  payments  totaling  $2.7  billion. 
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The  consolidated  cash  statement  is  considered  helpful  in  assessing 
the  results  of  the  Federal  Government's  financial  operations,  since  it 
presents  the  flow  of  cash  transactions  between  the  Federal  Government 
and  the  public.  The  totals  of  the  administrative  budget  receipts  and 
expenditures  are  added  to  the  trust  fund  receipts  and  expenditures, 
with  appropriate  deductions  for  intragovernmental  transactions,  an 
adjustment  to  expenditures  for  debt  issuances  in  lieu  of  checks,  and 
certain  other  adjustments  for  transactions  not  involving  cash  ex- 
changes with  the  public.  The  1962  annual  report,  page  31,  contains 
a  detailed  explanation  of  the  procedure  for  compiling  the  consolidated 
cash  statement. 

Table  17  provides  an  11-year  comparative  table  showing  details  of 
cash  transactions  with  the  public.  The  following  summary  shows  such 
transactions  for  fiscal  years  1964-65  and  estimates  for  1966-67. 


Actual 

Estimated 

Receipts  from  and  payments  to  the  public 

1964 

1965 

1966 

1967 

In  millions  of  dollars 

Receipts  from  the  public: 

Administrative  budget  (net) .    - 

89, 459 
30,  331 

-4, 259 

93,  072 
31,047 

-4, 420 

100,  000 
33,  539 

-5,385 

111.000 

Trust  and  other  fnet) . 

41,  608 

Intragovernmental  and  other  noncash  items 
(-) 

-7,069 

Total  receipts  from  the  public 

115,  530 

119,  699 

128, 154 

145,  539 

Payments  to  the  public: 

Administrative  budget  (net) 

97,  684 
28,  885 

-6,237 

96,  507 
29,  637 

-3,  749 

106, 428 
33,  786 

-5, 166 

112  847 

Trust  and  other  (net) 

37,  882 

Intragovernmental  and  other  noncash  items 
(-) 

-5, 681 

Total  payments  to  the  public _. 

120,  332 

122, 395 

135,  048 

145,  048 

Excess  of  cash  receipts  from,  or  payments  to  (— ),  the 
public -  ---  - 

-4,  802 

-2,  696 

-6. 894 
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Corporations  and  Other  Business-Type  Activities  of  the  Federal 

Government 

The  business-type  programs  which  Government  corporations  and 
agencies  administer  are  financed  by  various  means:  appropriations, 
sales  of  capital  stock,  borrowings  from  either  the  U.S.  Treasury  or 
the  public,  or  by  revenues  derived  from  their  own  operations. 

Corporations  or  agencies  having  legislative  authority  to  borrow 
from  the  Treasury  issue  their  formal  securities  to  the  Secretary  of 
the  Treasury.  Amounts  borrowed  are  reported  in  the  periodic  finan- 
cial statements  of  the  Government  corporations  and  agencies  as  part 
of  the  Government's  net  investment  in  the  enterprise.  In  fiscal  1965, 
borrowings  from  the  Treasury,  exclusive  of  refinancing  transactions, 
totaled  $7,450  million,  repayments  were  $8,352  million,  and  outstand- 
ing loans  on  June  30,  1965,  totaled  $28,354  million. 
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Those  agencies  having  legislative  authority  to  borrow  from  the  pub- 
lic must  either  consult  with  the  Secretary  of  the  Treasury  regarding 
the  proposed  offering,  or  have  the  terms  of  the  securities  to  be  offered 
approved  by  the  Secretary. 

During  fiscal  1965  Congress  granted  new  authority  to  borrow  from 
the  Treasury  in  the  total  amount  of  $1,050  million,  and  reduced  ex- 
isting authority  by  $924  million,  resulting  in  a  net  increase  of  $126 
million.  The  status  of  borrowing  authority  and  the  amount  of  corpo- 
ration and  agency  securities  outstanding  as  of  June  30,  1965,  are 
shown  in  table  109. 

Unless  otherwise  specifically  fixed  by  law,  the  Treasury  each  month 
determines  interest  rates  on  its  loans  to  agencies  by  considering  the 
Government's  cost  for  its  borrowings  in  the  current  market,  as  reflected 
by  prevailing  market  yields  on  Government  securities  with  comparable 
maturities.  A  description  of  the  Federal  agencies'  securities  held 
by  the  Treasury  on  June  30,  1965,  is  shown  in  table  110. 

During  fiscal  1965,  $1.1  billion  was  received  by  the  Treasury  as  in- 
terest on  borrowings  by  agencies,  dividends,  and  similar  payments. 

Quarterly  statements  of  fuiancial  condition,  income  and  expense, 
and  source  and  application  of  funds  are  submitted  to  the  Treasury 
by  Government  corporations  and  agencies.  Semiannual  statements 
of  financial  contingencies  are  also  submitted.  These  statements  serve 
as  the  basis  for  the  combined  financial  statements  compiled  by  the 
Treasury  which,  together  with  the  individual  statements,  are  pub- 
lished periodically  in  the  Treasury  Bulletin.  Summary  statements 
of  the  financial  condition  of  Government  corporations  and  other  busi- 
ness-type activities,  as  of  June  30,  1965,  are  shown  in  table  111. 

Account  of  the  Treasurer  of  the  United  States 

Gold,  silver,  and  the  general  account  are  the  three  major  categories 
of  the  account  of  the  Treasurer  of  the  United  States.  On  June  30, 
1965,  gold  held  was  valued  at  $13,934  million,  the  principal  amount 
being  at  the  Fort  Knox  Depository  with  lesser  amounts  at  mints  and 
assay  offices.  Gold  liabilities  totaled  $13,826  million  and  included 
gold  certificates  (series  1934),  the  reservation  for  the  gold  certificate 
fund  of  the  Federal  Reserve  Board  of  Governors,  and  reserves  against 
Federal  Reserve  notes  and  U.S.  notes. 

Assets  of  the  silver  account,  consisting  of  silver  bullion  and  silver 
dollars  had  a  value  of  $1,270  million  as  of  June  30,  1965.  Liabilities 
against  the  silver  account  (currency  issued  against  free  silver,  etc.) 
amounted  to  $889  million,  leaving  a  silver  balance  totaling  $382 
million. 
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Transactions  affecting  the  account  of  the  Treasurer  of  the  United  States,  fiscal  year 

1965 

[In  millions  of  dollars] 

Balance  June  30,  1964 11,036 

Excess  of  deposits,  or  withdrawals  (— ),  budget, 
trvist,  and  other  accounts: 

Deposits 125,  464 

Withdrawals  (-) 126,395       -931 


Excess  of  deposits,   or  withdrawals    (— ),  public 
debt  accounts: 

Increase  in  gross  public  debt 5,  561 

Deduct: 

Excess  of  Government  agen- 
cies'  investments  in   public 

debt  issues 2,  422 

Accruals  on  savings  and  re- 
tirement plan  bonds  and 
Treasury  bUls  (included  in 
increase     in     gross     public 

debt  above) 3,717 

Certain  public  debt  redemp- 
tions (included  above  in 
withdrawals,  budget,  trust, 
and  other  accounts) —3,  467 


Net  deductions 2,672       2,889 


Excess  of  sales  of  Government  agencies'  securities  in  the 

market 201 

Net  transactions  in  clearmg  accounts   (documents  not  re- 
ceived or  classified  by  the  Office  of  the  Treasurer) —  584 


Balance  June  30,  1965 12,610 
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The  assets  of  the  general  account  of  the  Treasurer  at  fiscal  yearend 
included  the  gold  and  silver  balances  against  which  there  were  no 
reserves  or  specific  liabilities,  cash  in  the  form  of  currency  and  coin, 
unclassified  collections,  and  funds  on  deposit  with  Federal  Reserve 
banks  and  other  depositaries.  During  the  year  the  balance  in  the  gen- 
eral account  increased  by  $1,575  million.  The  net  change  is  accounted 
for  in  the  preceding  table. 

Table  58  is  a  balance  sheet  presentation  of  the  account  of  the  Treas- 
urer of  the  United  States. 

Public  Debt  Management  and  Ownership 

In  the  fiscal  year  1965  Treasury  debt  management  operations  were 
primarily  designed  to  secure  the  funds  needed  for  Government  ex- 
penditures in  excess  of  revenues  and  for  the  refinancing  of  maturmg 
Treasury  securities.  In  addition  to  meeting  these  basic  housekeeping 
requirements,  decisions  were  also  shaped  by  major  economic  policy 
objectives — including  the  achievement  of  progress  toward  equilibrium 
in  the  U.S.  balance  of  payments,  and  the  achievement  of  gro%\'th  and 
price  stability  of  the  domestic  economy.  In  brief,  these  goals  called 
for  mamtaining  a  level  of  short-term  interest  rates  that  would  be 
sufficiently  competitive  with  rates  available  in  other  fuiancial  centers, 
while  avoiding  an  excessive  buildup  in  short  dated  debt  (with  its 
implicit  inflationary  potential)  or  upward  pressure  on  long-term  in- 
terest rates,  which  would  impede  domestic  investment.  At  the  same 
time  a  continuing  effort  was  made  to  retain  and  improve  upon  a  debt 
maturity  structure  that  would  assure  flexibility  in  future  fuiancing 
decisions.  With  the  domestic  economy  expanding  and  total  credit 
flows  proceeding  at  record  levels,  these  objectives  presented  no  serious 
conflict  with  one  another.  Flows  of  funds  proceeded  through  the 
market  at  record  levels,  helping  to  lift  economic  activity  to  new  highs 
while  longer  term  interest  rates  were  essentially  steady — despite  siz- 
able sales  of  long-term  Treasury  issues  through  the  advance  refunding 
of  shorter  debt.  The  price  level  in  the  economy  rose  slightly  during 
the  year.  The  balance  of  payments  was  in  deficit  for  the  period  as 
a  whole,  but  showed  a  marked  improvement  within  the  year  and  ac- 
tually registered  a  surplus  in  the  April-June  1965  quarter.  This 
improvement  largely  reflected  the  initial  impact  of  President  Jolin- 
son's  voluntary  restraint  program  of  February  10, 1965,  but  the  higher 
level  of  short-term  interest  rates  in  this  country  was  also  helpful. 

782-556—66 2 
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The  form  and  scope  of  Treasury  borrowing  operations  in  fiscal  1965 
depended  to  a  great  extent  upon  the  investment  environment  at  eacli 
particular  financing  juncture.  Early  in  the  fiscal  year  the  investment 
climate  was  generally  marked  by  investor  confidence  in  the  existing 
yield  levels  which,  in  turn,  reflected  the  noticeable  improvement  in 
the  U.S.  balance-of-payments  situation  in  the  second  half  of  the  pre- 
vious fiscal  year  and  the  continued  steady  growth  of  the  domestic 
economy. 

This  favorable  atmosphere  was  clouded  during  the  fall  months, 
however,  as  the  extent  of  the  British  balance-of-payments  problems 
became  publicized  and  the  increase  in  the  Bank  of  England  bank 
rate  was  closely  followed  in  late  November  by  a  rise  in  the  Federal 
Reserve  discount  rate.  The  credit  market  impact  of  the  British  pay- 
ments crisis  was  almost  entirely  confined  to  the  money  market  area 
where,  for  example,  average  issuing  rates  on  three-month  Treasury 
bills  rose  from  3I/2  percent  early  in  the  fiscal  year  to  3%  percent  by 
calendar  yearend.  (See  chart  3.)  Prices  of  long-term  securities  fal- 
tered, but  recovered  quickly  as  a  steady  volume  of  investment  demand 
continued  to  be  the  predominate  factor  in  capital  markets.  The  ex- 
tent of  this  demand  was  highlighted  by  the  very  active  investor  par- 
ticipation in  the  Treasury's  advance  refunding  offering  in  January 
and  the  aggressive  bidding  for  corporate  and  municipal  securities  of- 
fered at  that  time. 


Chart  3 
Market  Yields  At  Constant  Maturities  I960 -"65 
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Short-term  rates,  after  declining  somewhat  from  December  highs, 
turned  up  again  in  January  and  reached  record  levels  in  late  Febru- 
ary 1965  for  the  current  business  expansion.  Growing  concern  over 
the  deteriorating  U.S.  balance-of-payments  position  and  the  accom- 
i^anying  gold  losses  created  uncertamties  in  the  money  market,  which 
were  in  part  abated  by  the  President's  February  10  message  to  Con- 
gress introducing  the  voluntary  foreign  credit  restraint  program.  As 
the  efficacy  of  this  program  became  apparent,  investor  confidence  re- 
emerged  and  short-term  as  well  as  long-term  interest  rates  were  gen- 
erally steady  to  lower  throughout  the  remainder  of  the  fiscal  year. 
By  the  end  of  the  fiscal  year  the  market  rate  on  3-month  bills,  after 
reaching  4.0  percent,  declined  to  about  3.8  percent  while  the  average 
yield  on  long-term  Treasury  bonds  fell  slightly  to  about  4l^  percent. 

The  Treasury  was  also  aided  in  debt  management  efforts  by  a  con- 
tinuation of  the  trend  of  recent  years  toward  smaller  year-to-year 
increases  in  the  Federal  debt  (the  public  debt  and  guaranteed  debt 
not  owned  by  the  Treasury).  The  total  debt  rose  by  $5.3  billion  in 
fiscal  1965  compared  with  increases  of  $6.1  billion  in  fiscal  1964,  $7.8 
billion  in  fiscal  1963,  and  $9.4  billion  in  fiscal  1962.  Marketable  secu- 
rities, which  comprised  almost  two-thirds  of  the  debt  on  June  30, 1965, 
totaled  just  $2.2  billion  higher  than  a  year  earlier,  marking  the  small- 
est fiscal  year  increase  in  this  category  of  debt  since  fiscal  year  1957. 
Moreover,  the  supply  of  marketable  Treasury  securities  held  by  the 
public  actually  declined  by  $2.4  billion  as  Government  investment 
accounts  and  the  Federal  Reserve  System  absorbed  $4i/2  billion  of 
marketable  issues  during  the  year.  Official  accounts  also  added  $2 
billion  to  their  holdings  of  nonmarketable  securities,  for  a  total  net 
acquisition  that  was  $1.2  billion  greater  than  the  $5.3  billion  increase 
in  the  Federal  debt. 

As  illustrated  by  chart  4,  commercial  banks  (particularly  large 
resei-ve  city  banks)  continued  to  liquidate  holdings  of  Government 
securities  during  the  past  fiscal  year.  These  holdings  declined  by  $2 
billion,  following  a  $4  billion  decline  in  fiscal  1964.  Large  nonfinancial 
corporations  were  also  net  sellers  of  governments  in  fiscal  1965  as  the 
yields  on  alternative  money  market  instruments  attracted  an  increas- 
ingly larger  share  of  the  corporate  short-term  investment  funds  which 
remamed  after  heavier  capital  spending  outlays.  As  was  true  in  fiscal 
1964  net  new  investment  in  Federal  securities  in  fiscal  1965,  other  than 
that  represented  by  Government  investment  account  and  Federal  Re- 
serve purchases,  was  largely  concentrated  in  the  portfolios  of  State  and 
local  government  general  and  pension  funds,  individuals,  and  corpo- 
rate pension  fmids. 
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Chart  4 

Changes  in  Public  Debt  Holdings  by  Investor  Classes 
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FINANCING  OPERATIONS 

As  the  new  fiscal  year  began  the  financing  outlook  had  improved 
from  earlier  projections  due  to  the  stronger  than  anticipated  budget 
position  during  the  last  few  months  of  fiscal  1964.  The  Treasurer's 
account  balance  reached  a  relatively  high  level  of  $11  billion  on  June 
30, 1964,  and  earlier  expectations  of  moderately  heavy  cash  borrowing 
in  the  upcoming  July-September  period  were  revised  downward.  The 
budget  deficit  for  fiscal  1965  was  viewed  as  certain  to  be  significantly 
less  than  the  $81^4  billion  fiscal  1964  total  with  expenditures  held  below 
the  level  of  the  previous  year  and  revenues  rising  somewhat.  Reflect- 
ing the  seasonally  light  flow  of  receipts  the  budget  deficit  in  the  first 
six  months  of  the  new  fiscal  year  was  expected  to  approach  $9  billion, 
followed  by  a  substantial  surplus  in  the  subsequent  six-month  period. 
However,  by  drawing  down  the  seasonally  high  cash  balance  at  the 
start  of  the  fiscal  year  and  entering  the  market  for  about  $2  billion 
of  new  money  in  July  or  August,  it  appeared  that  the  Treasury  could 
postpone  the  bulk  of  new  cash  borrowing  until  the  October-December 
quarter. 

This  favorable  cash  outlook,  together  with  outward  signs  of  strength 
in  the  Government  securities  market,  presented  the  Treasury  with  an 
opportunity  to  make  a  major  debt  restructuring  effort.  Consideration 
centered  on  the  possibility  of  including  an  early  refundmg  in  advance 
of  maturity  of  issues  due  in  August  and  November  1964  into  longer 
term  securities  in  addition  to  the  advance  refunding  of  selected  issues 
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in  the  short  to  intermediate  maturity  range.  With  close  to  $30  billion 
of  coupon  issues  maturing  on  the  4  quarterly  refunding  dates  of  fiscal 
year  1965  and  $161/2  billion  of  the  total  held  by  the  public  (that  is,  in 
the  hands  of  individual,  business,  and  institutional  investors  other  than 
the  Federal  Eeserve  banks  and  Government  investment  accomits)  it 
was  hoped  to  refimd  a  significant  portion  of  these  nearby  maturities, 
along  with  some  other  short-term  issues,  in  the  existing  receptive 
market.  A  reduction  in  the  volume  of  short  dated  debt  also  would 
provide  greater  flexibility  in  the  later  fall  cash  operations  by  making 
it  possible  to  borrow  through  regular  bills  and  tax  anticipation  bills 
without  adding  so  much  to  the  economy's  liquidity  as  to  be  an  infla- 
tionary influence. 

Accordingly,  on  July  8,  the  Treasury  announced  that  the  improve- 
ment of  its  cash  position  made  unnecessary  any  immediate  substantial 
cash  borrowing.  At  the  same  time,  an  advance  refunding  offering  was 
made  to  holders  of  $42  billion  of  9  selected  note  and  bond  issues  matur- 
ing from  August  1964-February  1967.  This  first  financing  of  the  new 
fiscal  year  provided  an  opportunity  for  holders  of  these  issues  ($261/^ 
billion  in  public  hands)  to  exchange  for  reopened  4  percent  bonds  of 
October  1969,  new  4%  percent  bonds  of  1973,  and  reopened  414  percent 
bonds  of  August  1987-92.  The  terms  of  the  offering  were  well  received 
by  investors  and  public  subscriptions  reached  a  record  high  for  ad- 
vance refundings  of  $9.3  billion,  35  percent  of  eligible  public  holdings. 
As  a  result  of  the  large  conversion  public  holdings  of  issues  maturing 
in  fiscal  year  1965  were  reduced  by  some  $41^2  billion,  $114  billion  was 
added  to  the  volume  of  long-term  debt  outstanding,  and  the  average 
maturity  of  the  marketable  debt  rose  by  almost  5  months  to  the  high- 
est level  in  8  years.  The  successful  offering  was  particularly  helpful 
in  tightening  the  August  and  November  maturities,  reducing  public 
holdings  of  issues  maturing  in  each  of  those  months  to  a  very  manage- 
able $214^  billion. 

The  Treasury  also  announced  at  the  time  of  the  advance  refunding 
in  July  that  the  immediate  cash  needs  of  the  Treasury  would  be  met 
through  increases  in  the  regular  weekly  bill  offerings  beginning  with 
a  $100  million  addition  to  the  weekly  auction  of  bills  dated  July  16. 
The  following  two  weekly  auctions  were  increased  by  a  like  amount. 
The  demand  for  bills  expanded  sharply  during  the  refunding  period, 
however,  as  some  sellers  of  advance  refunding  "rights"  entered  the 
bill  market  and  reinvestment  demand  also  developed  from  holders 
of  the  $2  billion  one  year  bills  maturing  July  15.  Bill  rates  moved 
appreciably  lower.  Responding  to  the  market  demand,  and  mindful 
of  near-term  needs  for  additional  cash,  the  Treasury  announced,  on 
July  20,  a  cash  offering  of  a  $1  billion  strip  of  bills  consisting  of  an 
additional  $100  million  each  of  10  weekly  series  dated  October  15 — 
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December  17,  1964.  Bill  rates  immediately  steadied  and  then  turned 
upward  as  supplies  were  enlarged  and  as  market  observers  interpreted 
the  move  as  a  sign  of  official  concern  over  the  trend  and  level  of  short- 
term  rates  compared  with  those  abroad. 

The  $4  billion  remainder  of  the  5  percent  notes  and  3%  percent 
notes  maturing  on  August  15  were  refinanced  through  a  cash  offering 
of  new  3%  percent  18-month  notes,  at  par.  The  cash  refinancing  offer 
was  favorably  received  and  subscriptions  totaled  $14.9  billion  for  the 
$4  billion,  or  thereabouts,  to  be  issued.  Subscriptions  received  from 
States  and  funds  of  other  political  subdivisions.  Government  invest- 
ment accounts,  Federal  Reserve  banks,  international  organizations 
and  foreign  official  accounts  totaled  $2.0  billion  and  were  allotted  in 
full  upon  receipt  of  the  required  certification  of  o^vnership  of  the  ma- 
turing securities.  Subscriptions  for  less  than  $100,000  were  allotted 
in  full  while  larger  subscriptions  were  subject  to  a  15-percent  allot- 
ment but  were  assured  of  a  minimum  award  of  $100,000. 

The  second  major  step  taken  to  meet  the  anticipated  cash  require- 
ments of  the  fall  period  was  announced  on  August  21,  1964.  Sub- 
scriptions were  invited  for  $1  billion  of  201-day  tax  anticipation  bills 
to  be  dated  September  2,  1964,  and  to  mature  March  22,  1965.  On 
August  31,  the  Treasury  announced  a  $100  million  increase  in  the  fol- 
lowing regular  weekly  bill  auction,  and  similar  additions  were  made 
for  the  next  three  weeks  bringing  the  net  new  cash  borrowed  through 
the  first  three  months  of  fiscal  1965  to  $21/2  billion. 

Treasury  financing  decisions  through  the  remainder  of  the  calendar 
year  1964  were  influenced  by  a  combination  of  international  and  do- 
mestic developments.  In  the  international  area  uncertainties  arose 
over  the  British  and  U.S.  balance-of-payments  positions  and  were 
strengthened  by  the  sterling  crisis  and  resultant  increases  in  the 
British  bank  rate  and  Federal  Reserve  discount  rate  in  late  November. 
Added  to  these  concerns  there  were  increased  discussions  in  the  market 
of  the  possibility  that  domestic  price  stability  might  be  threatened 
by  rising  private  credit  demand  associated  with  expanding  busmess 
activity.  The  outcome  of  the  labor  negotiations  in  the  automobile 
industry  also  generated  a  degree  of  market  caution. 

In  mid-October  Treasury  again  entered  the  Government  securities 
market  to  borrow  $1^  billion  through  the  auction  of  additional  March 
22,  1965,  tax  anticipation  bills.  This  step  had  been  anticipated  by 
market  obsen^ers  in  view  of  expected  Treasury  cash  requirements 
and  commercial  banks  bid  aggressively  in  the  auction  to  obtain  the 
Treasury  tax  and  loan  account  credit  which  was  permitted  up  to  50 
percent  of  bank  allotments. 

On  October  28,  the  Treasury  announced  plans  to  refinance  the  $8% 
billion  of  4%  percent  notes  and  3%  percent  notes  maturing  Novem- 
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ber  15, 1964.  The  Treasury  offered  $914  billion,  or  thereabouts,  of  new 
4  percent  18-month  notes  for  cash  in  order  to  pay  off  the  maturing 
securities  and  raise  a  moderate  amount  of  new  money.  Subscriptions 
totaling  $21.9  billion  were  received  for  the  issue  and  those  received 
from  States,  political  subdivisions,  Government  investment  accounts, 
Federal  Reserve  banks,  international  organizations  and  foreign  official 
accounts  were  allotted  in  full  if  accompanied  by  the  required  certifica- 
tion of  ownership  of  the  maturing  notes.  All  other  subscriptions 
were  allotted  in  full  up  to  $100,000  and  larger  subscriptions  were 
subject  to  a  16.5  percent  allotment  ratio  with  a  minimum  award  of 
$100,000. 

Additional  new  cash  was  raised  in  November  with  an  offering  of  $1.5 
billion  of  tax  anticipation  bills  to  mature  in  June  1965.  As  in 
October,  the  Treasury  allowed  commercial  banks  to  pay  for  50  percent 
of  their  purchases  through  direct  crediting  of  tax  and  loan  accomits, 
and  this  resulted  again  in  vigorous  bank  bidding  for  the  bills. 

This  offering  marked  the  completion  of  the  borrowing  program 
(aside  from  regular  bill  rollovers)  for  the  July-December  half  of 
the  fiscal  year  with  a  total  of  $6i/^  billion  of  new  cash  raised,  prunarily 
through  bills,  and  $22  billion  of  notes  and  bonds  issued  in  exchange 
and  cash  refunding  operations. 

Throughout  the  closing  months  of  the  calendar  year  the  Treasury 
considered  possibilities  for  borrowing  operations  in  the  January-June 
1965  period.  While  financial  developments  in  late  November,  as 
mentioned  earlier,  provided  an  additional  complication,  plans  con- 
tinued to  focus  on  advance  refunding  possibilities  should  conditions 
favor  such  an  undertaking  in  the  months  ahead.  Remaining  cash 
borrowing  needs  for  the  fiscal  year  were  expected  to  be  relatively  light 
with  most  of  the  total  to  be  raised  through  additional  June  tax  antic- 
ipation bills.  The  market  for  longer  term  governments  improved  in 
early  December  and  prices  climbed  back  to  the  levels  existing  before 
the  discount  rate  increase  in  November.  Wliile  bond  prices  declined 
moderately  by  yearend,  there  appeared  to  be  sufficient  demand  for 
intermediate  and  longer  term  governments  to  warrant  another  ad- 
vance refunding  offering  in  early  January.  A  good  availability  of 
funds  for  long-term  investment  was  in  evidence  with  some  signs  of 
easing  in  the  demand  for  mortgage  loans  and  no  particular  pressures 
noticeable  in  either  the  corporate  or  municipal  sectors. 

The  flow  of  liquid  savings  continued  at  record  high  levels  and  it  was 
felt  that  by  moving  ahead  at  the  turn  of  the  calendar  year,  the  Treas- 
ury would  remove  some  uncertainties  surrounding  new  investment 
programs  for  the  coming  year,  and  provide  investors  with  an  oppor- 
tunity to  extend  their  holdings  at  then  current  yield  levels.     It  would 
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also  be  useful  for  the  Treasury  to  gain  the  benefit  of  private  investors' 
desires  to  achieve  debt  extention  and  thus  increase  the  flexibility  of 
future  Treasury  operations. 

The  announcement  on  December  30  of  an  advance  refunding  offering 
was  well  received  by  the  market.  Holders  of  $33  billion  of  8  outstand- 
ing issues,  including  the  nearby  maturing  February  1965  bonds,  in 
addition  to  those  maturing  from  November  1965 — November  1967, 
were  given  an  opportunity  to  extend  their  holdings  into  new  4  per- 
cent bonds  of  February  1970,  new  li/g  percent  bonds  of  February 
1974,  and  reopened  414  percent  bonds  of  August  1987-92.  A  total  of 
$9.1  billion  or  41  percent  of  the  $22.1  billion  of  eligible  public  hold- 
ings, were  exchanged  for  the  new  issues.  The  Treasury  was  well 
satisfied  with  the  results  of  the  offering,  which  exceeded  earlier  ex- 
pectations, and  welcomed  the  expression  of  investor  confidence  in 
current  interest  rate  levels.  Secondary  distribution  proceeded 
smoothly  assisted  by  a  favorable  market  reaction  to  the  President's 
Budget  Message  and  news  of  improvement  in  the  British  balance-of- 
payments  situation. 

At  the  same  time  that  the  January  advance  refunding  was  an- 
nounced, the  Treasury  indicated  the  intent  to  borrow  shortly  from 
$11/2  billion  to  $2  billion  by  adding  to  the  outstanding  June  tax  antici- 
pation bill.  The  formal  offering  of  $1%  billion  of  this  issue  was  made 
on  January  6,  for  cash  subscription  on  January  12.  Commercial  banks 
were  again  allowed  a  50  percent  credit  to  their  Treasury  tax  and  loan 
accounts  in  payment  for  their  allotments  and  as  a  result  the  auction 
attracted  good  commercial  bank  participation. 

A  technical  shortage  of  short-term  regular  bills  developed  in  the 
market  during  the  advance  refunding  period  as  strong  reinvestment 
demand  originated  from  sellers  of  "rights."  To  help  counteract  this 
shortage  and  maintain  international  short-term  interest  rate  relation- 
ships, as  well  as  help  cover  some  of  the  remaining  fiscal  year  1965  cash 
borrowing  needs,  the  Treasury  amiounced  on  January  13  that  $100 
million  would  be  added  to  the  regular  weekly  auctions  in  coming 
weeks.  Each  of  the  seven  auctions  for  the  bills  issued  from  Janu- 
ary 21 — March  4,  was  increased  by  this  amount  as  well  as  the  auctions 
for  the  March  25,  April  1,  and  April  15  issues.  One  auction,  the  issue 
of  April  8,  was  increased  by  $200  million  to  even  out  the  existing  pat- 
tern, leaving  a  cycle  of  $2.2  billion  regular  weekly  bills  maturing  and 
offered  each  week:  $1.2  billion  of  the  13-week  bill  and  $1.0  billion  of 
the  26- week  issue.  This  cycle  was  maintained  through  the  balance  of 
fiscal  1965,  along  with  the  regular  cycle  of  one-year  bills  maturing  on 
month-end  dates,  each  in  the  amount  of  $1  billion. 

The  remainder  of  the  2%  percent  bonds  maturing  February  15, 1965, 
were  paid  off  in  cash  from  the  proceeds  of  a  routine  offering  of  an 
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equivalent  amount  of  4  percent,  21-month  notes  priced  at  99.85,  to 
yield  4.09  percent.  The  $2.2  billion  of  these  2%s  to  reach  final  ma- 
turity represented  less  than  one-third  of  the  amount  originally  issued 
in  June  1958.  The  issue  had  been  made  eligible  in  three  advance  re- 
funding offerings  and  in  the  last  of  these,  in  January,  $1,8  billion  was 
exchanged  for  the  longer  term  securities  then  being  offered. 

Subscriptions  for  the  new  4  percent  notes  totaled  $10.6  billion  and 
those  received  from  official  institutions  and  public  funds  were  allotted 
in  full.  Subscriptions  of  $100,000  or  less  were  also  allotted  in  full 
while  larger  subscriptions  were  subject  to  a  15  percent  allotment  ratio 
but  assured  of  a  $100,000  minimum  award.  The  21-month  maturity  of 
the  notes  offered  in  this  refinancing  represented  a  slight  departure 
from  the  length  of  short-term  securities  in  recent  cash  and  exchange 
offerings  and,  in  fact,  was  the  only  such  maturity  issued  in  more  than 
20  years. 

The  final  financing  operation  of  fiscal  year  1965  consisted  of  the  re- 
financing of  $81/2  billion  securities  maturing  May  15,  1965.  The  two 
maturing  issues  were  a  4%  percent  note  and  a  3%  percent  note  with 
some  $4.1  billion  of  the  maturing  total  in  public  hands.  This  total 
represented  the  largest  public  holding  of  the  four  quarterly  refund- 
ings  during  the  year  and  the  largest  since  the  $4.2  billion  public  holding 
of  May  1964,  just  a  year  earlier.  The  market  environment  was  also  sim- 
ilar to  that  of  the  previous  spring,  with  long-term  yields  down  slightly 
and  intermediate  rates  generally  unchanged  from  a  year  earlier.  The 
only  significant  change  in  the  yield  structure  had  occurred  in  the  short- 
term  area  where  the  three-month  bill  rate  had  climbed  nearly  one-half 
of  one  percent  and  one-year  yields  had  increased  a  little  over  one- 
eighth  of  one  percent.  The  budget  picture  was  also  one  of  improve- 
ment from  the  latest  January  estimates,  with  projected  revenue  flows 
adequate  to  meet  expenditures  through  the  remainder  of  the  fiscal 
year. 

The  securities  offered  in  the  May  refunding,  in  exchange  for  the 
maturing  notes  were  also  similar  to  those  offered  a  year  earlier.  In- 
vestors were  given  the  opportunity  to  exchange  for  4  percent  15-month 
notes  (priced  to  yield  4.12  percent)  and  4i/4  percent,  9-year  bonds 
(priced  to  yield  4.22  percent).  The  latter  option  was  the  same  issue 
that  had  been  oifered  in  1964,  reopened  at  a  slight  premium.  Interest 
centered  primarily  on  the  414  percent  bonds  and  public  subscriptions 
to  this  issue  totaled  $2.0  billion,  compared  to  $1.7  billion  for  the  shorter 
term  notes. 

The  two  accompanying  tables  summarize  the  Treasury's  major 
financing  operations  during  the  fiscal  year  and  table  45  provides  data 
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on  allotments  by  investor  classes.  The  exhibits  on  public  debt  opera- 
tions provide  further  information  on  public  offerings  and  allotments 
by  issues  in  tables  and  representative  circulars. 


Public  offerings  of  marketable  Treasury  securities  excluding  refinancing  of  regular 
bills  {three-month,  six-month,  and  one-year)  fiscal  year  1965 

[In  millions  of  dollars] 


Date 


1964 

Apr. 

1 

July 

22 

July 

22 

July 

22 

Auk. 

15 

Oct. 

1 

Nov. 

15 

196S 

Jan. 

15 

Jan. 

15 

Jan. 

15 

Feb. 

15 

Apr. 

1 

May 

15 

May 

15 

1964 
1965 


1964 
July   29 
Sept.    2 
Oct.    26 

Nov.  24 

1965 
Jan.    18 


Description 


Bonds  and  Notes 

lVi%  exchange  note-Apr.  1, 1969  ' 

4%  bond-Oct.  1,  1969,  additional 

iH%  bond-Nov,  15,  1973 

iViVo  bond-Aug.  15,  1987-92,  additional. 

3%%  note-Feb.  15,  1966  a 

m%  exchange  note-Oct.  1, 1969  i 

4%  note-May  15,  1966' 


4%bond-Feb.  15,  1970 

4Hi%  bond-Feb.  15,  1974 

414%  bond-Aug.  15,  1987-92,  additional 

4%note-Nov.  15,  1966  3 

\H%  exchange  note-Apr.  1, 1970  ' 

4%  note-Aug.  15,  1966,  additional  at  99.85 

iH%  bond-May  15,  1974,  additional  at  100.25. 

Total  bonds  and  notes 


Bills  *  (Maturity  Value) 

Increase  in  three-month  and  six-month  bills: 

July  through  September 

October  through  December 

January  through  March 

April  through  June 


Total  increase - 


Issued  for  cash 


For 

new 

money 


811 


897 


100 
802 
399 


For 
refund- 
ing 


4,040 


8,708 


2,168 


14, 916 


Other  bill  offerings: 

3.505%  109.6-day  average  for  strip  » 

3.580%  201-day  (tax  anticipation)  Mar.  22,  1965.__. 
3.518%  147-day  (tax  anticipation)  Mar.  22,  1965, 

adclitional 

3.639%  210-day  (tax  anticipation)  June  22,  1965.... 


3.711%  155-day  (tax  anticipation)  June  22,  1965, 
additional 


Total  bills 

Total  public  offerings. 


1,909 


1,001 
1,001 

1,503 
1,505 


1,758 


8,677 
9,574 


Issued  In 
exchange 


For 
matur- 
ing 

issue 


2  48 


159 


31 

5,904 
2,062 


8,204 


14,  916 


In  ad- 
vance 
refund- 
ing 


3,726 
4,357 
1,198 


4,381 
3,130 
2,254 


19,  046 


8,204 


19,046 


Total 


48 
3,726 
4,357 
1,198 
4,040 

159 
9,519 


4,381 
3,130 
2,254 
2,254 
31 
5,904 
2,062 


43,  063 


608 
100 
802 
399 


1,909 


1,001 
1,001 

1,503 
1,505 


1,758 


8,677 
51,  740 


1  Issued  only  on  demand  in  exchange  for  2%%  Treasury  Bonds,  Investment  Series  B-1975-80. 

2  Issued  subsequent  to  June  30,  1964. 

'  A  cash  offering  (all  subscriptions  subject  to  allotment)  was  made  for  the  purpose  of  paying  off  the  matur- 
ing securities  in  cash.  Holders  of  the  maturing  securities  were  permitted  to  present  them  in  payment  in 
lieu  of  cash  to  the  extent  subscriptions  were  allotted.    For  further  detail  see  exhibit  1. 

*  Treasury  bills  are  sold  on  a  discount  basis  with  competitive  bids  for  each  issue.  The  average  price  for 
auctioned  issues  gives  an  approximate  yield  on  a  banlj  discount  basis  as  indicated  for  each  series. 

5  Consists  of  additional  amounts  of  10  series  of  outstanding  regular  weekly  Treasury  bills  $100  million 
maturing  each  week  from  Oct.  15  through  Dec.  17,  1964. 
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Disposition  of  marketable  Treasury  securities  excluding  regular  bills   (three-month, 
six-month,  and  one-year)  fiscal  year  1965 

[In  millions  of  dollars j 


Date  of 
refund- 

Securities 

Re- 
deemed 
for  cash 
or  car- 
ried to 
matured 
debt 

Exchanged  for 
new  issue 

mg  or 
retire- 
ment 

Description  and  maturity  date 

Issue  date 

At 
maturity 

In 

advance 

refunding 

Total 

19Gi 
July   22 

Bonds  and  Notes 
5%  note-Aug.  15,  1964 

Oct.    15,1959 
Aug.    1, 1961 
Feb.  15,1960 
Aug.  15,1963 
Nov.  15, 1963 
May  15, 1962 
Nov.  15, 1960 
Feb.   15, 1962 
Mar.  15, 1963 
Oct.    15,1959 
Aug.     1,1961 
Oct.      1, 1959 
Feb.   15,1960 
Aug.  15,1963 

June  15,1958 
Nov.  15.  1962 
May  15,1964 
May  15,  1962 
Aug.  15, 1964 
Nov.  15, 1960 
Sept.  15. 1962 
Mar.  15,1961 
June  15,1958 
Apr.     1, 1960 
May  15. 1960 
Nov.  15, 1963 

845 

1,175 

600 

519 

1,357 

2,392 

612 

664 

1,117 

845 

July   22 

3?4%  note-Aug.  15,  1964    

1,175 

July   22 

4"4%  note-Nov.  15,  1964 

600 

July   22 

ZH%  note-Nov.  15,  1964       

519 

July   22 

3%%  note-May  15,  1965 

1,357 

July  22 

35^%  note-Feb.  15,  1966 

2,392 

July   22 

334%  bond-May  15,  1966 

612 

July  22 

4%  note-Aug.  15,  1966    

664 

July   22 

3?i%  note-Feb.  15,  1967 

1,117 

Aug.  15 

5%  note-Aug.  15,  1964 

1,061 

1,094 

490 

901 

1,182 

1  137 
'1,817 

1,198 

Aug.  15 

3%%  note-Aug.  15,  1964    

2,910 

Oct.      1 

1  J.^%  exchange  note-Oct.  1,  1964 

4j;i%  note-Nov.  15,  1964 

490 

Nov.  15 

1  2,  366 
>  4,  260 

3,267 

Nov.  15 

3%%  note-Nov.  15,  1964       

5,441 

1965 
Jan.    15 

25^%  bond-Feb.  15,  1965 

1,808 
1,337 

461 
1,065 
1,443 

563 
1,504 
1,584 

1,808 

Jan.    15 

31.2%  note-Nov.  15,  1965       

1,337 

Jan.    15 

4%  note-Nov.  15,  1965       

461 

Jan.    15 

ZWVo  note-Feb.  15,  1966      - 

1,065 

Jan.    15 

3"i%  note-Feb.  15,  1966 

3?4%  bond-May  15,  1966 

1,443 

Jan.    15 

563 

Jan.    15 

334%  note-Aug.  15,  1967    _. 

1,504 

Jan.    15 

354%  bond-Nov.  15,  1967    

1,584 

Feb.  15 

2S,6%  bond-Feb.  15,  1965 

\Vi%  exchange  note-Apr.  1, 1965 

4?i%  note-May  15,  1965    

1,649 
466 

281 
189 

1518 

2,168 

Apr.     1 

466 

May  15 

1,535 
6,431 

1,816 

May  15 

3Ji%  note-May  15,  1965    -.     . 

6,  620 

Total  bonds  find  nntps 

7,313 

2  1,001 

2  1,  503 
2 1,  505 
2  1,  758 

17,  064 

19,  046 

43,  423 

1965 
Mar.  22 

Bills 
3.580%  (tax  anticipation)      

Sept.  22, 1964 
Oct.    26,1964 
Nov.  24, 1964 
Jan.    18, 1965 

1,001 

Mar.  22 

3.518%  (tax  anticipation) 

1,503 

June  22 

3.639%  (tax  anticipation)      

1,505 

June  22 

3.711%  (tax  anticipation)         _. 

1,758 

Total  bills 

5,767 
13,  080 

5,767 

Total  securities 

17,  064 

19,046 

49, 190 

'  Accepted  in  pajonent  in  lieu  of  cash. 

2  Including  tax  anticipation  issues  returned  for  taxes. 

Public  debt  changes 

The  Treasury  issued  $51.7  billion  of  new  marketable  securities  dur- 
ing fiscal  1965,  exclusive  of  the  refinancing  of  regular  three-month, 
six-month,  and  one-year  bills,  or  slightly  more  than  the  $51.6  billion 
volume  of  fiscal  1964.  Over  $9.6  billion  of  the  1965  total  represented 
securities  for  new  cash,  of  which  $5.8  billion  was  seasonal  borrowing 
through  tax  anticipation  bills  issued  and  redeemed  within  the  fiscal 
year.  Of  the  remaining  $3.8  billion  new  cash  raised,  $2.2  billion  rep- 
resented an  increase  in  the  marketable  debt.  The  remaining  $1.6  bil- 
lion was  used  to  pay  off  maturing  exchange  notes  in  October  1964  and 
April  1965,  to  retire  unexchanged  maturing  securities  in  the  May  re- 
funding, and  to  redeem  Treasury  bonds  during  the  year  for  the  pay- 
ment of  estate  taxes.    In  addition  to  new  cash  operations,  $19  billion 
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of  longer  term  securities  were  placed  with  investors  in  the  advance 
refundings  of  Jnly  1964  and  January  1965,  and  over  $23  billion  of 
notes  and  bonds  were  issued  to  replace  securities  maturing  during  the 
year.  Over  one-fourth  of  the  $155%^  billion  marketable  notes  and 
bonds  outstanding  on  June  30,  1964,  were  extended  during  the  sub- 
sequent 12  months,  while  the  $50%  billion  outstanding  bills  were  rolled 
over  an  avei'age  of  almost  two  and  one-half  times. 


Class  of  debt 


Public  debt: 

Marketable  public  issues,  maturing: 

Within  one  year 

One  to  five  years 

Five  to  twenty  years 

Over  twenty  years 

Total  marketable  issues 

Nonmarketable  public  issues: 
Savings  bonds; 

Series  E  and  H 

other  series 

Investment  series  bonds 

Foreign  series  securities 

Foreign  currency  series  securities 

other  nonmarketable  debt 

Total  nonmarketable  issues 

Special  issues  to  Government  investment  accounts 
Noninterest-bearing  debt 

Total  public  debt 

Guaranteed  debt  not  owned  by  Treasury 

Total  gross  public  debt  and  guaranteed  debt 


June  30, 
1964 


June  30, 
1965 


Increase,  or 
decrease  (— ) 


In  billions  of  dollars 


81.4 
65.5 
43.3 
16.3 


206.5 


47.7 

1.6 

3.5 

.4 


54.2 

46.6 

4.4 


311.7 


312.5 


87.6 
56.2 
47.6 
17.2 


208.7 


48.8 
1.2 
3.3 
1.1 
1.1 
.2 


55.8 

48.6 

4.2 


317.3 
.6 


317.9 


6.2 
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*Less  then  $50  million. 

Although  the  shortest  term  marketable  debt — that  maturing  within 
the  following  year — increased  by  $614  billion  hi  fiscal  1965  as  the 
volume  of  regular  Treasury  bills  rose  and  the  terms  of  outstanding 
issues  shortened,  the  debt  maturing  within  the  potentially  troublesome 
one-to-five  year  area  declined  by  $914  billion.  The  total  of  debt  matur- 
ing beyond  5  years  was  increased  by  $51/^  billion,  or  by  almost  9 
percent.  Further  use  of  the  advance  refmiding  technique  played  a 
maior  role  in  achieving  this  rise  in  longer  term  debt.  In  the  advance 
refundings  of  July  1964  and  January  1965  holders  of  $19  billion  of 
issues  maturing  within  3  years  elected  to  exchange  for  bonds  maturing 
in  from  5  to  28  years.  Of  the  exchanges,  $3i/^  billion  were  for  27-28 
year  maturities,  $7i/2  billion  for  the  approximately  9-year  issues,  and 
the  remaining  $8  billion  for  the  5-year  issues  made  available.  The  net 
effect  of  all  Treasuiy  financing  operations  during  fiscal  year  1965  was 
to  increase  the  average  maturity  of  the  marketable  debt  by  4  months  to 
5  years  4  months,  the  highest  June  30  level  since  1956. 

Public  nonmarketable  debt  increased  by  $1.5  billion  during  the  year, 
reaching  $55.8  billion  on  June  30,  1965.     The  change  durmg  the  year 
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was  largely  the  result  of  $1.1  billion  increase  in  Series  E  and  H  sav- 
ings bonds  and  $1.1  billion  increase  in  securities  issued  directly  to  for- 
eign official  agencies,  offset  by  declines  in  discontinued  Series  J  and  K 
savings  bonds  and  investment  Series  A  and  B  bonds.  The  increase  in 
Series  E  and  H  savings  bonds,  which  are  purchased  principally  by 
individuals,  brought  the  total  for  these  two  series  to  $48.8  billion,  or 
IG  percent  of  the  total  interest-bearing  debt  on  June  30,  1965.  The 
$0.7  billion  increase  in  foreign  series  securities  and  the  $0.3  billion 
increase  in  securities  denominated  in  foreign  currencies  are  discussed 
on  page  32. 

Special  securities  issued  directly  to  Government  trust  funds  and 
accounts  rose  by  $2.0  billion  during  fiscal  1965,  mainly  reflecting  the 
surplus  of  receipts  over  expenditures  in  the  civil  sei-vice  retirement, 
imemployment,  and  Federal  old  age  and  survivors  insurance  trust 
funds.  The  fiscal  year  1965  income,  expenditure  and  investment  ac- 
tivities of  the  major  trust  funds  and  accounts  are  detailed  in  tables 
(^Q — 83  and  discussed  on  page  33. 

Guaranteed  debt  not  owned  by  Treasury  consists  of  $20  million 
District  of  Columbia  stadium  bonds,  due  in  1979,  and  $569  million 
Federal  Housing  Administration  debentures  issued  under  the  Housmg 
Act  of  1934.  The  $0.2  billion  decline  in  this  category  during  fiscal 
1965  was  entirely  the  result  of  FHA  debentures  called  for  redemption 
during  the  year. 

OWNERSHIP  OF  FEDERAL  SECURITIES 

Of  the  $317.9  billion  Federal  securities  outstanding  at  the  end  of 
the  fiscal  year  1965,  Government  investment  accounts  and  Federal  Re- 
serve banks  held  $102.5  billion,  or  close  to  one-third  of  the  total.  Com- 
mercial banks  held  $58.3  billion,  or  just  under  one-fifth,  and  private 
nonbank  investors  held  almost  one-half,  or  $157.1  billion.  The  June 
30,  1965,  ownership  distribution  of  the  debt  is  graphically  illustrated 
in  chart  5  and  a  further  classification  of  investor  ownership  on  selected 
dates  is  presented  in  the  following  table. 

Individuals,  the  investor  group  with  the  largest  holdings  of  the 
public  debt,  increased  their  ownership  of  Federal  securities  by  $2.0 
billion  during  fiscal  1965.  Although  more  than  half  of  this  increase 
was  due  to  the  continued  rise  in  the  value  of  their  Series  E  and  H 
savings  bond  holdings,  individuals  also  added  to  their  accumulation 
of  marketable  Government  securities.  The  increase  in  holdings  of 
marketable  securities  in  fiscal  1965  was  in  all  probability  concentrated 
within  the  personal  trust  and  partnership  areas,  however,  certain 
long-term  deep  discount  securities  continue  to  be  attractive  to  wealthy 
individuals  as  evidenced  by  the  $0.3  billion  unmatured  Treasury  bonds 
redeemed  during  fiscal  1965  in  payment  of  estate  taxes. 
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Chart  5 

Ownership  of  the  Federal  Debt.  June  30, 1965 
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'  Revised. 

'  Gross  public  debt,  and  guaranteed  debt  of  the  Federal  Government  held  outside  the  Treasury. 

-  Immediate  postwar  peak  of  debt. 

3  Includes  partnerships  and  personal  trust  accounts.  Nonprofit  institutions  and  corporate  pension  trust 
funds  are  included  under  "Miscellaneous  investors." 

<  Includes  the  investments  of  foreign  balances  and  international  accounts  in  the  United  States. 

'  Exclusive  of  banks  and  insurance  companies. 

8  Includes  nonprofit  institutions,  corporate  pension  trust  funds,  and  nonbank  Government  security 
dealers. 
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The  Government  security  holdings  of  insurance  companies  declined 
during  fiscal  1965  as  life  companies  liquidated  $0.3  billion  and  fire, 
casualty  and  marine  companies  showed  a  small  increase  for  the  year. 
On  June  30,  1965,  life  insurance  companies  held  $5.2  billion  govern- 
ments while  property  and  casualty  insurance  companies  held  $5.4 
billion.  Although  the  average  maturity  of  marketable  governments 
held  by  life  insurance  companies  fell  nine  months  during  fiscal  1965, 
the  end-of-year  level  was  still  high  at  19  years  11  months,  as  these 
institutions  continue  to  hold  a  large  proportion  of  their  portfolios  in 
long-term  securities.  In  contrast  the  fire,  casualty  and  marine  com- 
panies, with  a  less  predictable  claim  experience,  tend  to  hold  short  and 
intermediate-term  securities  as  primai*y  and  secondaiy  reserves.  How- 
ever, the  average  maturity  of  their  marketable  governments  rose 
sharply  during  the  fiscal  1965,  from  5  years  9  months  at  the  beginning 
of  the  year  to  6  years  11  months  on  June  30,  1965,  as  these  companies 
exchanged  for  higher-yielding  issues  in  the  July  1964  and  January 
1965  advance  refundings. 

Mutual  savings  banks  reduced  their  holdings  of  governments  by 
$0.2  billion  in  fiscal  1965  to  a  level  of  $5.8  billion  at  yearend.  These 
institutions  typically  use  short-term  Treasury  securities  as  a  form 
of  liquid  reserve  and  as  temporary  investments  for  funds  earmarked 
for  future  mortgage  acquisitions,  while  maintaining  an  investment 
position  in  longer  term  issues.  During  the  fiscal  year  1965  their 
holdings  of  Treasury  bills  rose  by  $0.2  billion,  other  securities  declined 
by  $0.4  billion,  and  the  average  maturity  of  all  marketables  increased 
by  three  months  to  10  years  10  months.  The  increase  in  the  average 
maturity  of  marketable  holdings  was  also  primarily  due  to  partici- 
pation in  the  two  advance  refundings  during  the  fiscal  year. 

Savings  and  loan  associations  have  increased  their  holdings  of 
Government  securities  during  each  of  the  past  11  fiscal  years,  rising 
from  less  than  $2  billion  on  June  30,  1954,  to  $7.2  billion  at  the  end  of 
fiscal  1965.  Held  primarily  as  liquidity  reserves,  the  Federal  securi- 
ties purchased  by  savings  and  loan  associations  are  generally  short 
to  intermediate-term  maturities.  Close  to  75  percent  of  their  Govern- 
ment portfolio  matures  within  10  years  with  the  heaviest  concentration 
of  holdings  in  bonds  with  from  5-10  years  to  maturity. 

State  and  municipal  governments  held  $24.1  billion  of  Federal  secur- 
ities on  June  30,  1965,  $1.6  billion  more  than  at  the  end  of  the  fiscal 
year  1964.  Pension  funds  of  State  and  municipal  employees  con- 
tinued to  add  to  holdings  of  governments,  acquiring  a  net  $0.5  billion 
during  fiscal  1965.  As  would  be  expected  by  the  nature  of  these 
funds  the  bulk  of  investment  is  in  long-term  Treasury  issues,  as  evi- 
denced by  the  20  year  10  month  average  maturity  of  their  June  30, 1965, 
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holdings.  The  general  purpose  funds  of  States  and  municipalities,  on 
the  other  hand,  are  invested  in  governments  for  a  relatively  short 
period  of  time,  generally  as  seasonally  surplus  tax  revenues.  During 
the  high  revenue  spring  months  these  investments  are  increased,  only 
to  be  drawn  down  during  the  fall  months  when  expenditures  exceed 
current  revenues.  As  a  result  the  shortest  term  Treasury  securities 
are  purchased  (to  avoid  the  risk  of  price  fluctuations)  and  Treasury 
bills  are  in  particularly  heavy  demand  for  tliis  purpose.  In  addition 
to  excess  tax  revenues  the  proceeds  of  capital  market  borrowings  are 
also  invested  in  Treasury  securities  until  needed,  as  are  the  receipts 
to  special  purpose  funds,  such  as  sinking,  endow^ment,  and  workmen's 
compensation  funds.  During  the  fiscal  year  1965  all  of  the  nonretire- 
ment  type  funds  showed  an  increase  of  $1.1  billion  in  holdings  of 
Government  securities. 

Foreign  and  international  investments  in  U.S.  Government  securi- 
ties rose  by  $0.1  billion  in  fiscal  1965  as  a  $0.4  billion  increase  (from 
$9.9  billion  to  $10.3  billion)  in  foreign  holdings  was  partially  offset 
by  a  $0.3  billion  reduction  (from  $5.7  billion  to  $5.4  billion)  in  securi- 
ties held  by  international  and  regional  institutions.  Within  the  for- 
eign group,  liquidation  of  official  French  and  German  holdings,  total- 
ing $1.0  billion,  was  more  than  balanced  by  Italian  and  United  King- 
dom acquisitions  totalmg  $1.1  billion,  also  primarily  for  official 
accounts.  Special  nonmarketable  securities,  issued  directly  to  foreign 
monetary  authorities,  were  increased  by  $1.1  billion  during  the  fiscal 
year  while  holdings  of  marketable  Treasury  securities  fell  by  $0.7 
billion. 

The  decline  in  international  and  regional  institutions'  holdings  con- 
sisted of  a  $0.2  billion  drop  in  marketable  securities  held  by  the  Inter- 
national Bank  for  Reconstruction  and  Development  and  a  $0.1  billion 
reduction  of  special  noninterest-bearing  notes  issued  to  the  Interna- 
tional Monetary  Fund.  On  June  30,  1965,  the  securities  held  for 
international  and  regional  accounts  consisted  of  $3.5  billion  noninter- 
est-bearing special  notes  and  $1.9  billion  marketable  Treasury  bills, 
notes,  and  bonds. 

Nonfinancial  corporations  were  heavy  liquidators  of  Federal  secu- 
rities during  the  fiscal  year  as  holdings  fell  to  the  lowest  levels  since 
the  recession  induced  lows  of  1958.  Almost  all  of  the  $3.5  billion  fiscal 
year  1965  decline  in  corporate  holdings  of  governments  appear  to  be 
related  to  switching  on  the  part  of  large  industrial  firms  into  higher 
yielding  alternative  short-term  investments.  Federal  securities  have 
historically  been  used  by  corporations  as  convenient  investments  of 
funds  earmarked  for  income  tax,  dividend,  and  other  anticipated  near- 
term  payments.     During  the  past  few  years,  however,  commercial 
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bank  certificates  of  deposit  and  open  market  paper  have  assumed  a 
major  role  in  this  area.  The  trend  toward  greater  investment  in 
non-Federal  money  market  instruments  liegan  in  the  early  1960.S  and 
became  pronounced  in  the  fiscal  years  1964  and  1965  following  the 
July  1963  and  November  1964  revisions  in  the  maximum  rates  payable 
by  Federal  Reserve  member  banks  on  time  and  savings  deposits. 
Prior  to  fiscal  1965  much  of  the  flow  into  these  mstruments  appeared 
to  be  net  new  investment  and  conversion  of  demand  deposits  to  time, 
with  holdings  of  governments  remaining  relatively  stable  from  year 
to  year.  During  the  fiscal  year  1965,  however,  corporate  investment 
in  governments  declined  by  almost  20  percent  as  holdings  of  negoti- 
able certificates  of  deposit  and  commercial  paper  combined  increased 
by  approximately  30  percent,  or  $41/4  billion. 

Activity  of  the  remaining  private  nonbank  investor  groups  (non- 
profit institutions,  nonbank  dealers,  corporate  pension  funds,  and 
miscellaneous  smaller  institutions)  resulted  in  a  $0.5  billion  increase 
during  the  fiscal  year. 

Commercial  banks  were  net  sellers  of  Federal  securities  in  fiscal 
year  1965  for  the  third  consecutive  year.  Although  banks  were  active 
purchasers  of  governments  during  most  of  the  first  six  months  of  the 
fiscal  year,  heavy  liquidation  in  the  last  half  of  the  year  brought  total 
holdings  down  by  $2.0  billion  for  the  full  12-month  period.  The 
larger  reserve  city  commercial  banks  acquired  $1.4  billion  govern- 
ments from  June  30  to  December  31,  1964,  then  sold  a  net  $3.3  billion 
during  the  following  six  months  in  order  to  meet  sharply  rising  loan 
demands.  Smaller  commercial  banks  (counti*y  and  nonmember  msti- 
tutions)  w^ere  also  actively  purchasing  governments  through  December 
1964,  adding  a  total  of  $2.4  billion,  and  then  liquidating  a  like  amount 
in  the  following  6-month  period. 

The  Federal  Reserve  System  acquired  a  net  $4.3  billion  Government 
securities  in  fiscal  year  1965,  $1.5  billion  more  than  in  fiscal  1964.  The 
increase  in  net  purchases  during  fiscal  1965  was  necessary  in  order  to 
offset  reserve  drains  caused  by  increased  sales  of  gold  and  other  techni- 
cal factors  as  well  as  to  provide  for  growth  in  member  bank  reserves. 
Acquisitions  of  Treasury  bills  accounted  for  $2.8  billion  of  the  increase 
and  the  remaining  $1.5  billion  was  in  coupon  securities.  The  average 
maturity  of  the  $39.1  billion  Federal  securities  held  in  the  System 
Open  Market  Account  on  June  30, 1965,  was  15%  months,  two  months 
lower  than  a  year  earlier. 

The  holdings  of  Government  investment  accounts  rose  by  $2.3  bil- 
lion in  the  fiscal  year  1965,  or  by  $0.5  billion  less  than  in  fiscal  1964. 
The  largest  increases  during  1965  were  registered  by  the  Government 
employee  retirement  funds  ($1.2  billion)  and  the  unemployment  trust 
fund  ($1.0  billion).    Of  the  $63.4  billion  Federal  securities  held  by 
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these  accounts  on  June  30, 1965,  $48.6  billion,  or  over  three- fourths  of 
the  total,  was  in  the  form  of  special  issues  held  only  by  these  accounts. 
The  remaining  one-fourth  of  the  total  consisted  of  $2.2  billion  of  non- 
marketable  securities  (primarily  investment  series  bonds)  and  $12.4 
billion  of  intermediate  and  longer  term  marketable  issues. 

A  summary  of  the  Treasury  survey  of  ownership  of  the  interest- 
bearing  public  debt  and  guaranteed  debt  for  fiscal  1965  is  shown  in 
table  57. 

Taxation  Developments 

Taxation  developments  in  1965  were  highlighted  by  the  passage  of 
the  Excise  Tax  Reduction  Act  of  1965.  The  measure  was  designed 
to  simplify  the  tax  system,  lessen  the  burden  of  regressive  taxes,  and 
provide  more  purchasing  power  with  the  consequent  creation  of  em- 
ployment opportunities  for  the  expanding  labor  force. 

The  legislation  eliminated,  as  of  June  22,  1965,  the  10-percent  re- 
tailers excise  tax  on  such  items  as  toilet  articles,  wallets  and  handbags, 
jewelry,  and  furs.  In  addition,  manufacturers  excise  taxes  on  many 
other  items  were  eliminated  or  reduced  on  the  same  date  with  later 
reductions  scheduled  for  January  1,  1966,  January  1, 1967,  January  1, 
1968,  and  January  1, 1969. 

The  total  annual  excise  tax  reduction,  when  the  program  is  in  full 
effect,  will  be  about  $4.7  billion.  About  $1.75  billion  of  the  reduction 
became  effective  on  June  22, 1965,  and  an  approximately  equal  amount 
will  become  effective  on  January  1,  1966.  The  tax  reduction  for  1966 
will  thus  total  about  $3.4  billion.  The  additional  reductions  will  be 
effective  in  three  stages,  on  January  1,  1967, 1968,  and  1969. 

Modifications  of  the  application  of  the  depreciation  guideline  proce- 
dure initiated  in  1962  liberalized  the  manner  in  which  depreciation  de- 
ductions may  be  taken  and  increased  depreciation  benefits  in  1965  by 
some  $600  million  to  $800  million  as  compared  to  the  results  that 
Avould  have  occurred  if  the  procedure  had  remained  unchanged. 

The  Interest  Equalization  Tax  Extension  Act  of  1965,  designed  to 
strengthen  our  international  economic  position,  was  pending  before 
the  Ways  and  Means  Committee  at  the  end  of  fiscal  1965  and  was  sub- 
sequently approved. 

In  response  to  requests  by  the  Senate  Committee  on  Finance  and 
the  House  Committee  on  Ways  and  Means,  the  Treasury  Department 
examined  the  activities  of  private  foundations  for  possible  tax  abuses. 
The  Department's  report  on  this  subject,  which  was  printed  by  the 
Committee  on  Finance  on  February  2,  1965,^  indicated  that  serious 
abuse  of  the  tax  exemption  privilege  occurred  among  only  a  minority 


1  See  exhibit  37. 
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of  foundations.    Recommendations  were  made  for  additional  legisla- 
tive measures  to  meet  problems  disclosed  by  the  study. 

Excise  Tax  Reduction  Act  of  1965 

The  Excise  Tax  Reduction  Act  of  1965,  Public  Law  89-44,  was 
approved  by  President  Johnson  on  June  21, 1965. 

Since  the  revenue  acts  of  1962  and  1964  had  been  devoted  to  income 
tax  adjustments  and  reductions,  the  President  stated  in  his  budget 
message  of  January  25,  1965,  that  attention  should  now  be  given  to 
excise  reductions  as  a  means  of  providing  further  aid  to  economic 
growth  and  of  minimizing  the  burden  on  consumers  and  business 
resulting  from  the  taxes  on  sales  of  selected  goods  and  services.  Ac- 
cordingly, the  President  stated  that  he  planned  to  transmit  to  the 
Congress  an  excise  reduction  program,  $1,750  million  of  which  was  to 
be  effective  before  July  1,  1965.  Other  excise  proposals  in  the  budget 
message  related  to  user  charges  for  highways,  airways,  and  waterwa3^s. 

The  highway  user  charge  proposals  of  the  President  involved  in- 
creasing the  tax  on  diesel  fuel  from  4  cents  to  7  cents  a  gallon,  in- 
creasing the  use  tax  on  heavy  trucks  from  $3  to  $5  per  1,000  pounds, 
and  increasing  the  tax  on  tread  rubber  from  5  cents  to  10  cents  a  pound. 
Increased  revenue  from  the  proposals  was  estimated  to  be  $206  million 
per  year.  The  highway  user  charge  proposals  had  two  objectives: 
To  provide  increased  revenues  to  meet  the  new  cost  estimates  of  com- 
pleting the  Interstate  System  and  to  obtain  from  heavier  trucks  the 
highway  construction  costs  attributable  to  them.  To  finance  the  in- 
creased construction  costs,  the  President  recommended  an  extension  of 
the  taxes  used  to  finance  the  highway  trust  fund  beyond  the  present 
expiration  date  of  September  30,  1972.  The  President  subsequently 
recommended  an  extension  to  Februarj^  28, 1973. 

The  President  recommended,  as  an  airways  user  charge  system,  con- 
tinuation of  the  5-percent  tax  on  amounts  paid  for  transportation  of 
persons  by  air,  a  tax  of  2  percent  on  air  freight  waybills,  a  tax  of  2 
cents  a  gallon  on  jet  fuel  (which  is  not  now  taxed  although  aviation 
gasoline  is  taxed  at  2  cents  a  gallon) ,  and  an  additional  tax  of  2  cents 
a  gallon  on  fuel  used  in  general  (noncommercial)  aviation.  He  rec- 
ommended that  revenues  from  the  tax  on  aviation  gasoline  be  retained 
in  the  general  fund  of  the  Treasury  rather  than  transferred  to  the 
highway  trust  fund.  Revenue  from  the  recommendations  for  these 
tax  increases  was  estimated  at  $86  million. 

As  a  waterways  user  charge,  the  President  recommended  a  tax  of 
2  cents  a  gallon  on  all  fuel  used  in  boats  with  a  draft  of  15  feet  or  less 
using  the  domestic  waterways  and  not  engaged  in  foreign  trade.  Gas- 
oline, but  not  diesel  fuel  or  bunker  fuel,  used  in  boats  is  now  taxable 
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at  a  net  rate  of  2  cents  a  gallon.  The  present  tax  thus  is  largely  lim- 
ited to  fuel  used  in  pleasure  boats.  The  new  tax  was  estimated  to 
raise  $8  million. 

On  May  17  the  President  sent  a  message  ^  to  the  Congress  with  the 
details  of  an  excise  reduction  program  totaling  $3.9  billion  at  estimated 
fiscal  1966  levels  of  income.  Highlights  of  the  program  had  been 
made  public  by  the  President  on  May  15.  Of  the  total,  a  reduction 
of  $1,750  million  was  recommended  for  July  1,  1965,  about  the  same 
amount  for  January  1,  1966,  and  further  reductions  totaling  $164 
million  for  January  1,  1967,  1968,  and  1969.  The  increase  from  the 
amount  recommended  in  January  was  made  possible  by  the  improved 
economic  situation  over  that  foreseen  in  January.  The  reductions 
suggested  for  January  1966  were  deemed  desirable  to  avoid  the  pos- 
sibility that  the  tax  system  would  be  taking  too  much  bu5ang  power 
out  of  the  private  economy. 

To  insure  that  the  reductions  made  the  maximum  contribution  to 
continued  price  stability  and  balanced  prosperity,  the  President  re- 
quested that  business  promptly  pass  forward  to  consumers  the  full 
amount  of  the  reductions.  The  President  reemphasized  this  when 
he  signed  the  Excise  Tax  Reduction  Act  of  1965  on  June  21.^  The 
hearings  published  by  the  Senate  Finance  Committee,  as  a  result  of 
a  request  by  a  member  of  the  committee,  contain  copies  of  telegrams 
to  the  Chairman  of  the  Committee  from  the  four  largest  domestic 
passenger  car  manufacturers  expressing  their  intention  to  reflect  any 
excise  reduction  in  their  suggested  retail  prices  on  passenger  cars. 

The  President's  recommendations  in  May  contemplated  eventual 
repeal  of  all  excises  except  those  on:  (1)  alcoholic  beverages,  (2) 
tobacco  products,  (3)  passenger  automobiles  (to  be  reduced  by  one- 
half),  (4)  truck  parts  and  accessories,  (5)  pistols  and  revolvers,  and 
(6)  a  number  of  levies  designed  as  control  measures  (e.g.,  the  taxes  on 
narcotics,  white  phosphorous  matches,  wagers,  and  machine  guns). 
The  taxes  used  to  finance  specific  expenditure  programs,  or  which  were 
in  the  nature  of  user  charges  were  also  to  be  retained.  These  were  the 
taxes  on  motor  fuels,  trucks,  tires  and  tubes,  tread  rubber,  truck  use, 
fishing  equipment,  sporting  firearms  and  ammunition,  and  transporta- 
tion of  persons  by  air.  It  was  also  recommended  that  the  tax  re- 
ductions scheduled  for  July  1, 1965,  on  alcoholic  beverages,  cigarettes, 
and  truck  parts,  and  the  repeal  of  the  tax  on  air  transportation  be  re- 
moved from  the  law. 

Refunds  of  tax  already  paid  on  items  subject  to  manufacturers  ex- 
cises and  held  by  wholesalers  and  retailers  for  sale  on  the  date  of  tax 
reduction  or  repeal  were  recommended  in  all  cases  except:  fountain 

1  See  exhibit  SO. 

2  See  exhibit  33. 
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and  ball-point  pens  and  mechanical  pencils,  cigarette  lighters,  playing 
cards,  passenger  automobile  parts  and  accessories,  and  sporting  goods. 

An  innovation  in  Federal  tax  policy  was  the  recommendation  for 
a  refund  to  consumers  (through  the  medium  of  the  manufacturers  and 
their  dealers)  of  the  tax  on  purchases  of  passenger  automobiles  and 
air  conditioners  between  May  15  and  the  eftective  date  of  the  law. 
May  15  was  recommended  because  the  President's  statement  on  that 
date  specifically  mentioned  his  intended  recommendations  with  re- 
spect to  reduction  and  repeal  of  these  taxes.  Such  refunds  were  pro- 
posed in  order  to  prevent  disruption  of  sales  as  a  result  of  consumer 
anticipation  of  price  reductions.  Air  conditioners  have  a  unique  sea- 
sonal pattern  with  a  high  proportion  of  retail  sales  normally  occurring 
in  June.  In  the  case  of  automobiles,  the  large  dollar  amount  per  unit 
of  the  proposed  tax  reduction  was  deemed  a  possible  sales  deterrent. 
The  consumer  refund  recommendation  was  limited  to  these  two  items 
because  other  businesses  affected  by  the  tax  reduction  recommendations 
felt  that  the  complexity  and  cost  of  the  paperwork  involved  would 
outweigh  the  benefits. 

Since  the  House  Ways  and  Means  Committee  had  held  extensive 
hearings  on  excise  tax  reduction  in  the  summer  of  1964,  the  committee 
held  no  further  hearings  on  the  President's  recommendations.  Hear- 
ings before  the  Senate  Finance  Committee  were  limited  to  statements 
by  Secretary  Fowler  and  Assistant  Secretary  Surrey  on  June  8.^ 

The  House  and  Senate  agreed  to  the  conference  report  on  the  Presi- 
dent's recommendations  on  June  17,  1965.  On  June  21,  the  President 
signed  the  bill  to  become  effective  on  June  22.  The  Congress  had 
provided  that  the  effective  date  should  be  the  day  after  enactment  of 
the  law  in  order  to  minimize  the  postponement  of  purchases  by  con- 
sumers and  distributors. 

Tax  repeals  or  reductions  under  the  act  ultimately  will  total  $4.7 
billion  at  fiscal  1966  levels  of  income.  (See  exhibit  33).  Practically 
all  of  the  difference  from  the  $3.9  billion  program  recommended  by 
the  President  ^  is  accounted  for  by  the  fact  that  the  act  provides  for 
eventual  reduction  of  the  tax  on  passenger  automobiles  to  one  percent 
of  manufacturers  sales  prices,  rather  than  to  five  percent  recommended 
by  the  President.  The  additional  four  points  reduction  will  result  in 
a  revenue  loss  of  $760  million.  Reductions  taking  effect  in  fiscal  1966, 
however,  will  be  practically  the  same  as  the  $3.5  billion  recommended 
by  the  President. 

The  House  "Ways  and  Means  Committee  decided  not  to  consider 
user  charges  as  part  of  the  excise  tax  legislation,  except  to  make  per- 
manent the  5-percent  tax  on  amounts  paid  for  transportation  of  per- 

1  See  exhibits  31  and  32. 

2  See  exhibit  30. 
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sons  by  air.  Consequently,  the  other  recommendations  of  the  Pres- 
ident respecting  user  charges  were  not  considered  in  the  course  of  the 
legislation. 

Another  variation  from  the  President's  recommendations  was  the 
repeal  of  the  10  cents  per  pound  tax  on  smoking  and  chewing  tobacco 
and  snuff  eifective  January  1,  19G6.  The  estimated  revenue  loss  is 
$18  million.  Conversely,  the  act  retains  the  6  cents  per  gallon  tax  on 
lubricating  oil  if  used  in  a  highway  motor  vehicle.  Taxation  was 
continued  because  the  Congress  felt  that  repeal  would  seriously  affect 
operations  of  rerefiners  of  used  oil  and  add  to  the  water  pollution 
problem  if  waste  oil  were  disposed  of  in  streams  because  it  was  not  col- 
lected by  rerefineries.  In  the  case  of  the  taxes  on  truck  parts  and  ac- 
cessories and  lubricating  oil,  provision  was  made  for  the  transfer  of 
the  revenues  therefrom  from  the  general  fund  to  the  highway  trust 
fund  beginning  January  1,  1966.  Revenues  to  be  so  transferred  are 
estimated  to  be  $50  million  per  year  from  lubricating  oil  and  $20  mil- 
lion from  truck  parts. 

The  effective  date  for  repeal  of  the  tax  on  conveyances  of  realty  was 
advanced  from  January  1,  1966,  as  originally  recommended  by  the 
President,  to  January  1,  1968,  in  order  to  give  the  States  time  to  enact 
a  similar  tax  if  they  wished. 

A  number  of  new  exemptions  from  taxes  not  otherwise  repealed 
were  added  by  the  act.  So  called  camper  coaches  and  bodies  for 
mobile  homes  were  exempted  from  the  taxes  on  manufacturers  sales  of 
trucks  (10  percent)  or  truck  parts  (8  percent).  Exempted  from  the 
tax  on  trucks  were  three  wheel  trucks  if  the  gross  weight  of  the  chassis 
does  not  exceed  1,000  pounds  and  the  motor  is  not  over  18  brake  horse- 
power. The  tax  on  trucks  also  was  removed  from  school  buses  sold 
to  any  person  for  use  in  transporting  students  and  employees  of  public 
and  private  nonprofit  schools.  Also  exempted  from  the  truck  tax  and 
truck  parts  tax  were  bodies  and  parts  and  accessories  primarily 
designed  for  use  in  processing,  hauling,  spreading,  loading  or  un- 
loading, feed,  seed,  or  fertilizer  for  use  on  farms.  Exemption  from 
the  tax  on  transportation  of  persons  by  air  was  provided  within  the 
concept  of  "uninterrupted  international  air  transportation"  for  pay- 
ments by  servicemen  traveling  m  uniform  at  their  own  expense  if  they 
purchase  their  tickets  for  the  second  portion  of  their  trip  within  6 
hours  after  the  end  of  the  first  portion  and  utilize  the  first  accommoda- 
tions available  for  such  subsequent  portion.  An  exemption  from  the 
wagering  tax  retroactive  to  March  10,  1964,  was  enacted  for  sweep- 
stakes or  lotteries  conducted  by  a  State.  As  of  the  end  of  fiscal  1965 
New  Hampshire  was  the  only  State  operating  sweepstakes. 
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In  addition  to  the  floor  stocks  refunds  recommended  by  the  Presi- 
dent, provision  was  made  for  refunds  on  passenger  automobile  parts 
and  accessories,  sporting  goods,  playing  cards,  and  cutting  oil. 

Under  prior  law,  refimds  (in  whole  or  in  part)  of  the  excise  tax 
on  gasoline  were  made  to  the  ultimate  purchaser  for  gasoline  used  on  a 
farm  for  farming  purposes,  for  nonhighway  purposes,  and  for  certain 
local  transit  operations.  Under  the  Excise  Tax  Reduction  Act,  such 
"refunds"  will  be  made  in  the  form  of  credits  against  income  tax.  In 
the  case  of  a  typical  calendar  year  taxpayer,  the  credit  will  be  taken 
first  on  the  income  tax  return  filed  for  the  calendar  year  1966  and  will 
cover  gasoline  used  from  July  1,  1965,  through  December  31,  1966. 
However,  the  United  States,  a  State,  or  political  subdivision,  and 
organizations  exempt  from  income  tax  under  section  501  of  the  In- 
ternal Revenue  Code  (other  than  those  subject  to  income  tax  on  certain 
income)  will  continue  to  apply  directly  for  refunds.  In  the  case  of 
gasoline  used  for  off-highway  and  local  transit  purposes,  a  direct 
claim  for  refund  is  permitted  for  any  of  the  first  three  quarters  of  the 
user's  taxable  year  for  any  quarter  in  which  the  claim  is  $1,000  or  more. 
Prior  law  contained  this  quarterly  refund  provision,  but  for,  all  four 
quarters  of  the  year. 

A  similar  system  for  credit  against  income  tax,  direct  quarterly 
refunds,  or  direct  refunds  to  the  United  States,  etc.,  was  enacted  for 
the  6  cents  a  gallon  tax  on  lubricating  oil  for  oil  used  other  than  in  a 
highway  motor  vehicle  after  December  31,  1965.  Credits  or  refunds 
will  not  be  available  for  oil  previously  used,  since  the  sale  of  used  or 
rerefined  oil  is  not  subject  to  tax.  Cutting  oil,  which  is  to  be  exempted 
from  tax  as  of  January  1,  1966,  will  qualify  for  exemption  under  the 
normal  procedure  rather  than  through  a  credit  or  refund  to  the  ulti- 
mate purchaser. 

The  act  also  contains  a  number  of  technical  revisions  of  taxes 
continued  in  effect. 

The  definitions  of  a  cigarette  and  cigar  were  revised  in  recognition 
of  the  development  and  use  of  homogenized  tobacco  for  use  as  wrap- 
pers of  tobacco  products.  Prior  law  defined  a  cigarette  as  a  roll  of 
tobacco  wrapped  in  paper  or  any  substance  other  than  tobacco.  A 
cigar  was  defined  as  a  roll  of  tobacco  wrapped  in  tobacco.  The  new  law 
expands  the  definitions  to  make  the  classification  of  a  product  also 
dependent  on  its  appearance,  type  of  tobacco  used  in  the  filler,  and  its 
packing  and  labeling. 

Gasoline  was  redefined  as  "all  products  commonly  or  commercially 
known  or  sold  as  gasoline  which  are  suitable  for  use  as  a  motor  fuel." 
Prior  law  did  not  include  the  "suitability"  test,  and  the  law  specifically 
included  casinghead  and  natural  gasoline.  Thus,  some  products,  such 
as  casinghead  and  natural  gasoline  and  certain  petrochemicals,  were 


40     19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

taxed  as  gasoline  although  they  could  not  be  used  in  a  modern  auto- 
mobile. The  retail  tax  on  special  motor  fuels  was  amended,  how- 
ever, to  tax  casinghead  and  natural  gasoline  if  sold  for  use  or  used  as  a 
fuel  for  a  motor  vehicle,  motorboat,  or  airplane. 

The  definitions  of  local  telephone  service  (previously  general  tele- 
phone service),  toll  telephone  service,  and  teletypewriter  exchange 
service  were  revised  to  clarify  the  services  taxable. 

Other  teclinical  changes  covered :  Determination  of  tax  on  install- 
ment sales  made  before  tax  repeals  or  reductions;  electric  light  bulbs 
incorporated  in  other  articles  between  June  22  and  December  31, 1965 ; 
the  definition  of  truck  parts  or  accessories;  the  definition  of  the  taxable 
price  of  truck  parts  made  with  used  components  furnished  by  the  cus- 
tomer; the  use  of  new  parts  in  rebuilding  and  reconditioning  auto- 
mobile and  truck  parts;  bonding  requirements  for  producers  and  im- 
porters of  gasoline ;  registration  by  purchasers  of  tax-free  supplies  for 
vessels  or  aircraft;  the  method  of  payment  of  the  tax  on  foreign  in- 
surance policies ;  credit  or  refund  of  tax  for  distilled  spirits  returned 
to  bonded  premises;  exemption  from  rectification  tax  for  certain 
mingling  of  distilled  spirits ;  refund  or  credit  of  tax  for  distilled  spirits 
returned  to  bonded  premises  and  voluntarily  destroyed;  redistillation 
of  articles  containing  denatured  distilled  spirits ;  relanding  of  exported 
distilled  spirits;  the  amount  of  carbon  dioxide  permitted  in  still  wines ; 
wme  inventory  reserve  requirements  and  certain  restrictions  relating 
to  the  use  of  sugar  in  wines;  the  tax-free  shipment  of  distilled  spirits 
to  possessions  of  the  United  States :  credit  to  the  manufacturer  or  im- 
porter for  tax  on  tobacco  products  or  cigarette  papers  or  tubes  with- 
drawn from  the  market  or  destroyed  by  casualty;  the  definition  of 
"manufacturer  of  tobacco  products" ;  and  the  form  in  which  a  return 
has  to  be  filled  out  to  start  the  running  of  the  statute  of  limitations. 

Other  excise  tax  legislation 

Legislation  approved  August  31, 1964  (26  U.S.C.  5062  (c) ) ,  provided 
for  credit  or  refund  of  internal  revenue  taxes  on  imported  alcoholic 
beverages  which,  after  having  been  found  to  be  unmerchantable  or 
not  to  conform  to  sample  or  specifications,  are  returned  to  customs 
custody,  and  then  exported  or  destroyed.  Domestic  alcoholic  bever- 
ages already  were  accorded  substantially  similar  treatment. 

The  Land  and  Water  Conservation  Fund  Act  of  1965,  Public  Law 
88-578,  approved  September  3,  1964,  provided  that  the  estimated 
revenues  from  the  taxes  on  gasoline  and  special  motor  fuels  used  in 
motorboats  shall  be  transferred  to  the  land  and  water  conservation 
fmid.  Transfers  are  effective  with  respect  to  revenues  received  after 
January  1,  1965,  and  before  July  1,  1989.  Previously,  such  revenues 
accrued  to  the  highway  trust  fund.  For  the  fiscal  year  1966,  it  is 
estimated  that  $28  million  will  be  so  transferred. 
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Rate  reductions  and  revenue  loss  under  the  Excise  Tax  Reduction  Act  of  1965 

[DoUar  amounts  in  millions] 


Tax 


Rate  prior  to  Excise  Tax 
Reduction  Act 


Rate  under  Excise 
Tax  Reduction  Act 


Full  year 

revenue 

loss  1 


Changes  effective  June  22,  1965: 
Retail  taxes: 

Jewelry 

Furs 

Toilet  preparations 

Luggage 


10%- 
10%. 
10%. 
10%. 


Subtotal 

Manufacturers  taxes: 

Automobiles  2 

Trucks  and  truck  parts: 

"Camper  coaches"  3 

School  buses 

Farm  feed,  seed,  and  fertilizer 
equipment. 

Small  three-wheeled  trucks 

Business  machines 

Sporting    goods    (except    fishing 
equipment). 

Phonograph  records. ._. 

Musical  instruments 

Television  sets 

Radios  and  phonographs 

Photographic  equipment 


10%. 


7%. 


10%  and  8%. 

10% 

107o  and  8%. 


10%. 
10%. 
10%. 


Refrigerators  and  freezers 

Room  air  conditioners  2 

Electric,  gas,  and  oil  appliances. 

Pens  and  mechanical  pencils 

Lighters 

Matches 


10% 

10% 

10% 

10% 

Cameras  and  film,  10%;  pro- 
jectors, 5%. 
5% 


Playing  cards. 


10% 

5% 

10% 

10%,,  not  to  exceed  lOfS  per  unit. 
Plain,  10%,  not  to  exceed  20 

per  1,000;  fancy  wooden, 

51/^0  per  1,000. 
130  per  pack 


Subtotal 

Other  taxes:  * 

Coin-operated  amusement  de- 
vices. 

Bowling  alleys,  billiard,  and  pool 
tables. 

Leases  of  safe  deposit  boxes 

Wagering: 
State-conducted  sweepstakes  5_. 


Subtotal - 


$10  per  device  per  year 

$20  per  alley  or  table  per  year.. 
10%  of  amount  paid 


10%  of  amount  wagered;  $50 
per  year  for  each  person  re- 
ceiving wagers. 


Total  effective  June  22,  1965. 


Changes  effective  January  1, 1966: 
Tobacco  taxes: 
Chewing   and   smoking   tobacco 
and  snuff. 
Manufacturers  taxes: 

Automobiles 

Automobile  parts  and  accessories, 

except  truck  parts. 
Lubricating  oil: 

Cutting  oil 

Other,   used  other  than  In  a 
highway  vehicle. 
Electric  light  bulbs 


100  per  pound. 


10%. 

8%.- 


6%. 
0_-. 


30  per  gallon. 
60  per  gallon. 

10% 


0... 
0«. 


Subtotal 

Admissions  and  club  dues: 
General  admissions  ' 


Cabarets  1 

Club  dues  and  initiation  fees  s. . . 

Subtotal 

Footnotes  at  end  of  table. 


10  for  each  100  in  excess  of  $1; 

race  tracks,  10  for  each  50  of 

fuU  price, 
10%ofbiU 

20%  of  amount  paid  if  annual 
dues  are  in  excess  of  $10. 


$220 

30 

210 

90 


(*) 
(*) 


550 

570 

6 
4 


75 
25 

30 

27 

135 

90 

40 

41 
34 

85 
8 
3 
4 


11 


1,188 

6 

7 

7 

(*) 


20 


1,758 


18 


190 
230 


28 

45 

511 

65 


47 
85 


187 


42 
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Rate  reductions  and  revenue  loss  under  the  Excise  Tax  Reduction  Act  of  1965- 

Continued 

[Dollar  amounts  in  millions] 


Tax 


Changes  effective  January  1, 196&— 

Continued 
Communications  taxes: 

Local  and  long  distance  telephone 
service  and  teletypewriter  ex- 
change service. 

Private  telephonic  communica- 
tions service. 

Telegraph  service 

Wire  and  equipment  service 


Subtotal 

Documentary  stamp  taxes: 
Issuance  of  stocks  and  bonds: 
Stocks,  except  mutual  funds. -_ 

Mutual  fund  shares 

Bonds 

Transfer  of  stocks  and  bonds: 
Stocks 


Bonds 

Total  effective  January  1, 1966. 

Total  1965  and  1966  changes. 

Changes  effective  January  1, 1967: 
Automobiles 


Local  and  long  distance  telephone 
service  and  teletypewriter  ex- 
change service. 

Total  effective  January  1, 1967... 


Changes  effective  January  1, 196S: 
Automobiles 


Local  and  long  distance  telephone 
service  and  teletypewriter  ex- 
change service. 

Deeds  of  conveyance 


Total  effective  January  1, 1968.. 

Changes  effective  January  1, 1969: 
Automobiles 


Local  and  long  distance  telephone 
service  and  teletypewriter  ex- 
change service. 

Total  effective  January  1, 1969... 

Grand  total 


Rate  prior  to  Excise  Tax 
Reduction  Act 


Rate  under  Excise 
Tax  Reduction  Act 


10%  of  amount  paid. 


10%  of  amount  paid. 

10%  of  amount  paid. 
8%  of  amount  paid.. 


lOjS  per  $100  of  actual  value... 

40  per  $100  of  actual  value 

110  per  $100  of  face  value 


40  per  $100  of  actual  value,  but 
not  more  than  80  per  share 
or  less  than  40  per  sale. 

50  per  $100  of  face  value 


10%  of  manufacturers  price.. 
10%  of  amount  paid 


10%  of  manufacturers  price. 
10%  of  amount  paid 


550  per  $500  of  the  considera- 
tion if  in  excess  of  $100. 


10%  of  manufacturers  price. 
10%  of  amoimt  paid 


3%  of  amount  paid.. 


Full  year 

revenue 

loss  1 


4%  of  manufacturers 

price. 
2%  of  amount  paid... 


2%  of  manufacturers 

price. 
1%  of  amount  paid... 


1%  of  manufacturers 

price. 
0 


$639 


130 

17 
15 


801 


153 


1,652 


3,410 


380 
91 


471 


380 
91 

42 


513 


190 
92 


282 


4,676 


♦Less  than  $1  million. 

1  At  fiscal  1966  levels  of  income. 

2  Effective  May  15,  1965. 

8  Includes  bodies  for  self-propelled  mobile  homes. 
«  Effective  July  1,  1965. 
5  Effective  Mar.  10,  1964. 

«  E.xemption  achieved  by  refund  to  ultimate  purchaser. 
'  Effective  at  noon,  Dec.  31,  1965. 

8  Effective  July  1, 1965,  for  initiation  fees  to  a  new  club  which  first  makes  its  facilities  available  to  members 
on  or  after  that  date. 

Public  Law  88-663,  approved  October  13,  1964,  made  three  amend- 
ments to  the  excise  tax  provisions.  Rebuilt  automobile  parts  were 
exempted  from  the  8-percent  manufacturers  tax  on  automobile  parts 
and  accessories.     The  value  of  a  television  picture  tube  taken  in  trade 
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on  a  rebuilt  tube  was  excluded  from  the  taxable  price  for  purposes  of 
the  10  percent  manufacturers  tax  on  radio  and  television  parts.  Ex- 
clusion of  the  value  of  a  "trade  in"  had  previously  been  in  effect  for 
purposes  of  computing  the  tax  on  rebuilt  automobile  parts.  The  act 
also  contained  a  provision  making  it  possible  to  produce  wine  by 
removing  the  volatile  fruit-flavor  concentrate  from  the  juice  before 
fermentation  and  then  to  add  it  back  to  the  wine  after  fermentation. 
The  act  made  clear  that  such  an  operation  would  not  result  in  the  wine 
having  to  be  classified  as  "imitation"  wine. 

Depreciation  developments 

On  February  19,  1965,  the  Treasury  Department  announced  ^  sev- 
eral measures  modifying  the  application  of  the  new  depreciation 
guideline  procedure  initiated  in  1962  (Revenue  Procedure  62-21). 

In  general,  the  new  measures  liberalized  the  manner  in  which  income 
tax  deductions  for  depreciation  of  plant  and  equipment  can  be  taken 
to  insure  that  business  may  reap  the  full  benefit  of  the  1962  deprecia- 
tion reform.  At  the  same  time,  the  Treasury  limited  the  ways  in  which 
guideline  depreciation  can  be  calculated  to  exclude  certain  accounting 
techniques  that  are  incompatible  with  the  guideline  procedure. 

The  combination  of  the  new  liberalized  rules  and  the  new  limitations 
was  estimated  to  result  in  increasing  depreciation  tax  benefits  during 
1965  by  some  $600  million  to  $800  million  over  what  they  would  have 
been  if  the  1962  reform  had  not  been  modified. 

The  new  liberalizing  measures  and  limitations  were  subsequently  set 
forth  in  Revenue  Procedure  65-13  of  May  7,  1965,  supplementing 
Revenue  Procedure  62-21,  Depreciation  Guidelines  and  Rides. 

The  new  liberalizing  measures  are :  (1)  a  method  (called  the  "guide- 
line form  of  the  reserve  ratio  test")  which  allows  each  taxpayer  to 
compute  a  reserve  ratio  upper  limit  more  correctly  tailored  to  his  indi- 
vidual circumstances,  as  an  alternative  to  determining  such  limit  from 
the  Reserve  Ratio  Table  under  the  "tabular  form"  of  the  test;  (2)  a 
"transitional  allowance  rule"  which  eases  and  extends  the  transition 
from  previous  depreciation  practices  and  gives  taxpayers  additional 
time  to  conform  their  replacement  policy  to  the  new  guideline  lives ; 
it  will  do  so  by  raising  the  effective  reserve  ratio  upper  limit,  deter- 
mined under  either  the  tabular  form  or  the  guideline  form  of  the  test, 
over  a  new  lengthened  transition  period  equal  to  one  guideline  life  be- 
ginning with  the  termination  of  the  original  three-year  moratorium 
on  the  application  of  the  reserve  ratio  test;  and  (3)  a  "minimal  adjust- 
ment rule"  which  reduces  the  lengthening  adjustments  of  depreciable 
life  in  cases  where  the  reserve  ratio  test  is  not  met  from  generally  25 
percent  under  the  original  procedure  to  5  percent  or  10  percent,  de- 


1  See  exhibit  35. 
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pending  on  the  extent  by  which  the  taxpayer  fails  to  meet  the  reserve 
ratio  test. 

Also  added  are  limitations  on  the  use  of  depreciation  calculation 
techniques,  involving  the  use  of  multiple- asset  open  end  accounts  in 
conjunction  with  the  straight  line  or  sum- of -the-years- digits  method, 
designed  to  prevent  exaggerated  depreciation  deductions  under  the 
guideline  procedure,  particularly  during  the  liberalized  transition 
period.  Accounts  depreciated  under  the  declining  balance  method  are 
not  affected. 

Without  the  new  liberalization,  an  estimated  60  percent  of  larger 
firms  would  not  have  qualified  under  the  reserve  ratio  test  in  1965. 
This  would  have  reduced  total  tax  benefits  in  1965  resulting  from  the 
1962  guideline  revision,  estimated  at  $1.8  billion,  by  some  $700  million 
to  $900  million.  The  three  liberalizing  measures  will  allow  tlie  great 
bulk  of  firms  which  would  have  failed  the  test  in  1965  to  meet  it,  con- 
tinuing some  $600  million  to  $800  million  of  the  benefits  which  other- 
wise they  would  not  have  been  eligible  to  receive. 

Other  legislation  enacted 

Legislation  approved  July  17,  1964  (26  U.S.C.  512(b)  (14)),  pro- 
vides an  exemption  from  the  tax  on  unrelated  business  income  in  the 
case  of  labor  unions  and  agricultural  or  horticultural  organizations 
where  three  conditions  are  met.  First,  the  income  must  be  used  to 
establish,  maintain,  or  operate  a  retirement  home,  hospital,  or  similar 
facility  operated  for  the  exclusive  use  of  aged  and  infirm  members  of 
such  organizations.  Second,  the  income  must  be  derived  from  agri- 
cultural pursuits  on  ground  contiguous  to  the  home,  hospital,  etc. 
Third,  this  income  may  not  represent  more  than  75  prcent  of  the  cost 
of  maintaining  and  operating  the  facilities. 

Public  Law  88-484,  approved  August  22,  1964,  amends  the  "col- 
lapsible corporation"  provisions  of  the  tax  laws  so  that  they  will  not 
apply  to  the  sale  of  stock  in  a  corporation  which  consents  to  a  special 
tax  treatment  on  any  later  disposition  by  it  of  its  noncapital  assets  as 
of  the  date  of  sale  of  the  stock. 

Public  Law  88-554,  approved  August  31, 1964,  extends  for  two  more 
years  certain  temporary  rules  with  respect  to  the  deductibility  of 
accrued  vacation  pay. 

Public  Law  88-570,  approved  September  2,  1964,  provides  that  gain 
from  installment  obligations  wdiich  were  transmitted  to  a  taxpayer  at 
the  time  of  death  of  a  decedent  in  taxable  years  before  1954,  but  on 
which  payments  are  still  being  made,  may  be  reported  by  the  recipient 
on  a  pro  rata  basis  as  he  receives  installment  payments  without  the 
necessity,  heretofore  required,  of  maintaining  a  bond  with  the  Internal 
Revenue  Service  to  assure  this  reporting  of  income.  This  law  also 
provided  that  where  real  property  is  sold  and  the  seller  receives  a 
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mortgage  on  siicli  property,  and  subsequently  is  forced  to  repossess 
the  property,  any  gain  resulting  from  such  repossession  is  to  be  limited 
to  money  (and  value  of  other  property)  received  by  the  seller  before 
the  repossession  to  the  extent  such  amounts  have  not  already  been 
reported  as  income. 

Public  Law  88-571,  approved  September  2,  1964,  makes  five  modi- 
fications in  the  tax  treatment  of  life  insurance  companies  and  two  other 
amendments.  The  life  insurance  modifications  are  as  follows :  First, 
it  extends  the  8-year  loss  carryover  to  new  life  insurance  companies 
regardless  of  whether  they  are  affiliated  with  otlier  companies.  Sec- 
ond, it  corrects  an  imperfection  in  prior  law  which  permitted  a  double 
inclusion  in  the  "shareholders  surplus  account"  with  respect  to  the 
excess  of  net  long-term  capital  gains  over  net  short-term  capital  losses. 
This  double  inclusion,  which  was  removed  by  the  act,  permitted  the 
distribution  to  shareholders  of  an  amount  equal  to  twice  this  capital 
gain  without  the  payment  of  tax  at  the  time  of  distribution  (with  cer- 
tain other  adjustments)  under  what  is  called  "phase  3."  Third,  the 
act  corrects  an  imperfection  in  the  additions  which  are  required  to  be 
made  to  the  "policyholders  surplus  account."  The  new  law  provides 
that  if  any  amount  added  to  the  policyholders  surplus  account  for 
any  year  increases  or  creates  a  loss  from  operations,  and  part  or  all  of 
tliat  loss  cannot  be  used  in  any  other  year  to  reduce  the  company's 
taxable  income,  then  the  policyholders  surplus  account  for  the  last 
year  to  which  this  loss  may  be  carried  is  to  be  reduced  by  the  amount 
of  the  unused  loss  or,  if  less,  the  amount  in  the  policyholders  account 
(before  making  any  subtractions  for  that  year) .  Fourth,  the  act 
adds  a  new  exception  to  the  phase  3  tax  which  makes  that  tax  inap- 
plicable in  the  case  of  spin-offs  of  the  stock  of  an  80-percent  controlled 
fire  or  casualty  subsidiary  to  the  shareholders  of  a  life  insurance 
company,  subject  to  certain  restrictions.  Fifth,  the  new  law  permits 
the  investment  income  of  life  insurance  companies  to  remain  free  of 
tax  to  the  extent  attributable  to  reserves  for  retirement  annuities  of 
public  school  systems.  In  addition,  the  act  provides  that  all  ores  of 
beryllium  are  to  receive  the  same  percentage  depletion  treatment  when 
domestically  produced  as  domestically  produced  beryl,  and  that  for- 
eign expropriation  capital  losses  may  be  carried  over  10  years  rather 
than  for  the  usual  period  of  5  years. 

Public  Law  88-650,  approved  October  13,  1964,  contains  provisions 
affecting  the  old-age,  survivors,  and  disability  insurance  program  in 
three  ways :  first,  it  permits  a  disabled  worker  to  establish  the  begin- 
ning of  his  disability,  for  purposes  of  social  security  protection,  as  of 
the  date  he  actually  became  disabled  regardless  of  when  he  files  his 
application ;  second,  it  extends  through  April  15, 1965,  the  time  within 
which  certain  ministers  can  elect  to  be  covered  under  social  security ; 
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and,  third,  it  validates  certain  earnings  reported  under  social  security 
of  engineering  aides  working  for  soil  and  water  conservation  districts 
in  Oklahoma. 

Legislation  pending  as  of  June  30,  1965 

H.K.  6675,  passed  by  the  House  on  April  8,  1965,  and  reported  with 
amendments  by  the  Senate  Finance  Committee  on  June  30,  1965,  in- 
cludes provisions  which  establish  a  health  insurance  system,  increase 
social  security  benefits,  raise  the  wage  base  and  the  rates  of  contribu- 
tion for  employees,  employers,  and  the  self-employed,  and  make  some 
changes  in  the  income  tax  treatment  of  medical  expenses.  As  passed 
by  the  House,  the  bill  would  terminate  the  special  treatment  of  the 
medical  expenses  of  taxpayers  who  are  65  or  over.  Thus,  the  provi- 
sion of  present  law  limiting  medical  expense  deductions  for  a  taxpayer, 
his  spouse,  or  his  dependents  under  age  65  to  the  amount  of  such  ex- 
penses in  excess  of  three  percent  of  adjusted  gross  income,  including 
expenses  for  medicine  and  drugs  to  the  extent  they  exceed  one  percent 
of  adjusted  gross  income,  is  extended  to  all  taxpayers,  spouses,  and 
dependents  regardless  of  age.  In  addition,  the  bill  provides  that  all 
taxpayers  itemizing  their  deductions  are  to  be  granted  a  deduction, 
without  regard  to  the  three-percent  floor,  for  one-half  the  cost  of 
medical  care  insurance  but  not  to  exceed  $250.  The  other  half  of  any 
premiums  paid,  plus  any  excess  over  the  $250  limit  for  medical  care 
insurance,  will  continue  to  be  subject  to  the  three-percent  floor  and 
only  when  they  plus  any  other  allowable  medical  expenses  exceed 
three  percent  of  adjusted  gross  income  will  they  be  deductible.  The 
House  bill  would  also  cover  tips  under  social  security  and  the  with- 
holding of  income  tax. 

Administration,  interpretation,  and  clarification  of  tax  laws 

During  the  fiscal  year  the  Treasury  Department  stepped  up  its  pro- 
gram of  issuing  regulations  under  the  Internal  Revenue  Code. 

Seventy-seven  final  regulations,  13  Executive  orders,  and  58  notices 
of  proposed  rulemaking,  relating  to  matters  other  than  alcohol  and 
tobacco  taxes,  were  published  in  the  Federal  Register. 

A  special  effort  was  made  to  publish  those  regulations  interpreting 
the  important  provisions  of  the  revenue  acts  of  1962  and  1964.  Fif- 
teen of  the  published  Treasury  decisions  related  to  regulations  under 
the  Revenue  Act  of  1964,  and  nine  notices  of  proposed  rulemaking  were 
published  in  connection  with  other  regulations  under  that  act.  Four- 
teen of  the  published  Treasury  decisions  related  to  regulations  under 
the  Revenue  Act  of  1962,  and  six  notices  of  proposed  rulemaking  were 
published  in  connection  with  other  regulations  under  that  act. 

At  the  end  of  fiscal  1965,  final  or  proposed  regulations  had  been 
published  for  every  significant  provision  of  the  1962  act  and  for  all 
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but  eight  of  the  significant  provisions  under  the  1964  act.  In  addi- 
tion, the  Treasury  decisions  published  in  1965  inckided  significant 
regulations  under  other  revenue  acts  and  some  significant  amendments 
in  earlier  regulations. 

Among  the  issues  covered  in  the  Treasury  decisions  published  were 
the  sick  pay  exclusion,  the  deduction  of  moving  expenses,  the  limita- 
tion on  the  medicine  and  drug  deduction,  the  acceleration  of  corporate 
estimated  tax,  lobbying  expenses,  the  minimum  standard  deduction, 
the  retirement  income  credit,  the  denial  of  a  deduction  for  certain 
State  and  local  taxes,  the  income  of  export  trade  corporations  and 
foreign  investment  companies,  professional  service  corporations,  dis- 
tributions by  foreign  corporations,  foreign  controlled  corporations, 
and  foreign  investment  companies. 

Notices  of  proposed  rulemaking  published  during  the  fiscal  year 
and  still  pending  at  the  end  of  the  year  included  those  relating  to: 
group  term  insurance;  foreign  expropriation  losses  and  other  net 
operating  loss  deductions ;  employee  stock  options  and  purchase  plans ; 
interest  on  deferred  payments;  and  investment  credit  recapture. 

International  tax  matters 

H.R.  4750,  the  Interest  Equalization  Tax  Extension  Act  of  1965,^ 
was  pending  before  the  House  Ways  and  Means  Committee  on  June 
30,  1965.  (It  was  enacted  and  approved  by  President  Johnson  on 
October  9,  1965  (Public  Law  89-243).)  It  extends  the  termination 
date  of  the  interest  equalization  tax  on  the  acquisition  by  a  U.S.  person 
of  stock  of  a  foreign  issuer,  or  a  debt  obligation  of  a  foreign  obligor 
with  a  period  remaining  to  maturity  of  three  years  or  more,  from 
December  31,  1965,  to  July  31,  1967,  and  enlarges  its  scope  to  make 
taxable  the  acquisition  after  February  10,  1965  (the  date  of  Presi- 
dent Johnson's  Special  Message  to  Congress  on  the  Balance  of  Pay- 
ments) by  a  U.S.  person  of  a  debt  obligation  of  a  foreign  obligor  with 
a  period  remaining  to  maturity  between  one  year  and  three  years. 
Other  technical  amendments  included  in  the  act  have  the  effect  of 
granting  exclusions  for  specific  acquisitions  whose  deterrence  is  not 
required  to  further  the  balance-of-payments  policies  implemented  by 
the  tax. 

H.R.  5916,  a  bill  to  encourage  investment  by  foreign  persons  in  the 
United  States  which  was  prompted  by  the  1964  Keport  of  the  Fowler 
Task  Force,  was  also  pending  before  the  House  Ways  and  Means 
Committee  on  June  30,  1965.  A  new  bill  embodying  committee 
amendments  (H.R.  11297)  was  introduced  in  September  1965  and 
circulated  for  public  comment. 

The  new  income  tax  convention  with  Luxembourg  was  ratified  by 
the  Senate  in  July  1964.    Instruments  of  ratification  were  exchanged 

1  See  exhibit  46. 
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in  December  1964,  and  the  treaty  is  effective  for  taxable  years  begin- 
ning on  or  after  January  1, 1964, 

Two  supplementary  protocols  to  the  tax  convention  with  Japan 
came  into  force  during  fiscal  year  1965.  The  first,  signed  in  May 
1960,  came  into  force  in  September  1964.  The  second,  signed  in 
August  1962,  came  into  force  in  May  1965. 

Discussions  on  a  protocol  to  the  income  tax  treaty  with  Belgium 
were  concluded  during  the  year,  and  a  protocol  was  signed  in  May 
1965,  which  revises  the  treaty  largely  to  take  account  of  the  1962 
Belgian  income  tax  law.  Discussions  were  concluded  during  the  year 
with  Germany  on  a  protocol  to  update  the  present  German  income  tax 
treaty.  Both  protocols  were  signed  and  were  the  subject  of  hearings 
before  the  Subcommittee  on  Tax  Treaties  of  the  Senate  Committee 
on  Foreign  Relations. 

Negotiations  were  begun  with  France  to  revise  the  present  French 
treaty  signed  in  1915.  Although  negotiations  were  still  in  progress 
at  the  close  of  fiscal  1965,  it  is  expected  that  the  new  treaty  will  be 
patterned  after  the  model  income  tax  convention  prepared  by  the 
Organization  for  Economic  Cooperation  and  Development  (OECD). 
Negotiations  were  also  initiated  with  Portugal  on  an  income  tax 
convention. 

Three  income  tax  treaties  were  negotiated  with  less-developed  coun- 
tries during  fiscal  1965 :  A  treaty  was  signed  with  the  Philippines  on 
October  10,  1964;  on  March  1,  1965,  a  treaty  was  signed  with  Thai- 
land; and  on  June  29,  1965,  one  was  signed  with  Israel.  The  Israeli 
and  Thai  treaties  contain  provisions  which  have  not  appeared  previ- 
ously in  U.S.  tax  treaties  and  which  are  designed  specifically  for  in- 
come tax  treaties  with  less-developed  countries.  The  most  important 
of  these  is  a  credit  to  be  granted  American  investors  against  their 
U.S.  tax  liability  on  income  from  any  source  equal  to  seven  percent 
of  the  capital  invested  in  a  qualified  enterprise  in  the  less- developed 
country  and  a  similar  credit  for  the  reinvestment  of  amounts  in  excess 
of  one-half  the  profits  of  such  enterprise.  Hearings  were  held  by  the 
Senate  Subcommittee  on  the  treaty  with  Thailand  but  action  on  it 
was  deferred  until  1966. 

Income  tax  treaty  negotiations  were  also  held  with  India  during 
the  year,  but  were  not  concluded.  Tentative  agreement  was  reached  to 
include  the  investment  credit  provision  in  the  new  Indian  treaty. 

Treasury  representatives  participated  in  the  preparation  of  a  report 
on  "Fiscal  Incentives  for  Private  Investment  in  Developing  Coun- 
tries" which  was  adopted  by  the  OECD  Fiscal  Committee  and  pub- 
lished during  the  year.  The  Fiscal  Committee  also  made  progress 
toward  completion  of  a  model  estate  tax  convention. 
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International  Financial  Affairs 

The  U.S.  balance  of  payments  and  gold  and  dollar  movements 

The  U.S.  balance  of  'payments. — The  payments  situation  deteri- 
orated during  the  hist  half  of  tlie  calendar  year  1964,  reaching  an 
annual  rate  of  $6,2  billion  during  the  fourth  quarter.  The  deficit  re- 
sulted from  a  substantial  increase  in  net  outflows  of  private  U.S. 
capital.  On  February  10,  1965,  President  Johnson  transmitted  a 
special  Balance-of-Payments  Message  to  the  Congress  calling  for  a 
wide  range  of  new,  primarily  voluntary,  measures  to  extend  the 
balance-of-payments  program  to  the  bulk  of  our  international 
transactions. 

The  American  commercial  and  financial  communities  responded 
with  their  immediate  support  of  the  new  payments  program.  Par- 
ticularly significant  was  the  reversal  of  the  flow  of  short-term  U.S. 
liquid  funds,  which  swung  from  a  heavy  net  outflow  to  a  net  inflow. 
In  March  the  United  States  had  a  substantial  payments  surplus.  The 
improvement  continued  throughout  the  second  quarter  of  1965  when 
the  first  quarterly  surplus  in  several  years  was  registered. 

The  net  deficit  registered  during  the  first  half  of  calendar  1965 
resulted  from  the  combination  of  large  deficits  in  January  and  Febru- 
ary, and  surpluses  in  March  through  Jmie.  While  the  turnaround 
was  in  good  part  ascribable  to  the  President's  payments  program,  the 
improvement  also  reflected  certain  special,  transient  factors. 

During  the  first  half  of  1965  the  payments  deficit  on  regular  trans- 
actions ran  at  an  annual  rate  of  $1.3  billion,  seasonally  adjusted;  this 
compared  favorably  with  the  more  than  $6  billion  annual  rate  deficit 
registered  in  the  fourth  quarter  of  1964,  and  the  $3.1  billion  deficit 
recorded  for  the  calendar  year  1964. 

U.S.  gold  sales  (excluding  the  increased  gold  subscription  to  the 
International  Monetary  Fund)  amounted  to  $1.2  billion.  These  were 
the  counterpart  of  a  reduction  in  holdings  of  foreign  official  dollar 
balances  of  nearly  $1.0  billion.  The  cashing-in  of  these  holdings  for 
gold  reflected  m  part  the  unusually  large  foreign  official  acquisitions 
during  the  fourth  quarter  of  1964. 

The  U.S.  payments  deficit  on  regular  transactions,  which  excludes 
special  inter-Government  transactions,  amounted  to  $3.1  billion  in 
1964,  a  slight  improvement  over  the  1963  deficit.  The  overall  1964 
deficit — which  includes  as  receipts,  in  addition  to  the  regular  trans- 
actions, any  net  inflows  arising  out  of  special  intergovernmental 
transactions  (sales  of  special  nonmarketable,  nonconvertible  Treasury 
bonds  to  official  foreign  institutions,  prepayments  to  the  U.S.  Govern- 
ment of  official  foreign  debts,  and  prepayments  for  U.S.  Government 
military  exports) — came  to  $2.8  billion,  compared  with  $2.7  billion 
in  1963. 
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However,  the  full  measure  of  the  deterioration  in  the  U.S.  payments 
position  is  masked  by  these  year-to-year  comparisons.  In  the  fourth 
quarter  of  1963  the  overall  deficit  at  an  annual  rate  was  $612  million, 
compared  with  $5.5  billion  in  the  fourth  quarter  of  1964.  This  $4.9 
billion  deterioration  mainly  reflected  the  $4.3  billion  increase  in  out- 
flows of  private  U.S.  capital.  Over  the  same  period  the  U.S.  com- 
mercial current  account  surplus  rose  by  $1.6  billion  to  an  annual  rate 
of  $5.5  billion. 

The  President'' s  frogram. — The  President's  message  of  February  10, 
1965,  recommended  a  new  balance-of-payments  program  which  was 
the  result  of  a  careful  review  of  the  situation  by  the  Cabinet  Com- 
mittee on  the  Balance  of  Payments,  chaired  by  the  Secretary  of  the 
Treasury.  It  was  designed  to  respect  the  criteria  and  decisions  of  the 
marketplace,  as  opposed  to  the  use  of  compulsory  controls.  There- 
fore, a  prime  element  in  the  program  was  its  reliance  on  the  voluntary 
cooperation  of  the  U.S.  commercial  and  financial  community. 

U.S.  banks  were  asked  to  hold  total  claims  outstanding  on  foreign 
residents  to  105  percent  of  the  level  at  the  end  of  1964.  Guidelines 
developed  by  the  Board  of  Governors  of  the  Federal  Keserve  System 
for  implementing  this  program  were  designed  to  assure  that  credits 
to  finance  U.S.  exports,  and  loans  to  less-developed  countries,  could 
be  adequately  met.  In  addition,  consideration  for  the  special  posi- 
tions of  Canada,  Japan,  and  the  United  Kingdom  was  requested. 
Within  these  broad  guidelines  each  bank  decides  the  direction  of  its 
particular  overseas  activities.  A  similar  approach  was  permitted  non- 
bank  financial  institutions  in  their  foreign  lending  and  investing 
activities. 

U.S.  industrial  corporations  also  were  asked  to  improve  their  indi- 
vidual balance-of-payments  accounts,  combining  all  transactions  such 
as  exports,  dividend  income,  royalties,  fees,  and  capital  outflows  from 
the  United  States.  The  objective  was  to  leave  the  corporations  free 
to  adjust  these  components  of  their  individual  payments  accounts 
while  achieving  a  significant  net  payments  improvement. 

To  reduce  the  tourist  deficit,  Americans  as  well  as  foreigners  were 
encouraged  to  travel  more  in  this  country.  Legislation  was  recom- 
mended and  subsequently  enacted  on  June  30,  1965  (Public  Law 
89-62),  reducing  the  duty  exemption  on  purchases  made  abroad  by 
returning  U.S.  residents. 

The  February  10  program  also :  Extended  the  interest  equalization 
tax  through  July  1967;  broadened  the  interest  equalization  tax  to 
include  lending  of  one  to  three  years'  maturity;  and  activated  the 
President's  authority  to  apply  the  interest  equalization  tax  to  bank 
loans  of  one  year  or  more  maturity.  To  stop  any  excessive  flow  of 
funds  to  Canada  under  its  special  exemption  from  the  interest  equali- 
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zation  tax,  the  President  sought  and  received  firm  assurance  that  the 
policies  of  the  Canadian  Government  would  be  directed  toward  limit- 
ing such  outflows  to  the  maintenance  of  a  stable  level  of  Canada's 
foreign  exchange  reserves.  The  program  also  called  for  an  intensifi- 
cation of  U.S.  Government  efforts  to  minimize  the  foreign  exchange 
costs  of  our  defense  and  aid  programs;  an  increase  in  our  efforts  to 
promote  U.S.  exports;  and  finally,  encouraging  more  investments 
from  abroad,  by  increasing,  through  new  tax  legislation,  the  incentive 
of  foreigners  to  invest  in  U.S.  securities. 

The  effect  of  the  paynients  jyrogram. — On  the  basis  of  seasonally 
adjusted  data,  an  improvement  of  $950  million  in  the  overall  pay- 
ments balance  was  achieved  from  the  first  to  the  second  quarters  of 
the  calendar  year  1965.  The  details  of  quarterly  balance-of-payments 
statistics  from  January  1964 — June  1965  are  contained  in  table  99. 

The  reduction  in  the  net  outflow  of  private  U.S.  capital,  from  $1.5 
billion  in  the  first  quarter  of  1965  to  $264  million  in  the  second  quarter 
accounted  for  a  good  part  of  the  improvement.  The  largest  quarter- 
to-quarter  change  occurred  in  U.S.  net  bank  claims  on  foreigners :  an 
outflow  of  $-435  million  in  the  first  quarter  was  converted  to  an  inflow 
of  $369  million  in  the  second  quarter.  This  improvement  reflected 
a  reduction  in  net  U.S.  bank  loans  to  developed  countries,  indicating 
bank  compliance  with  the  priorities  suggested  by  the  Federal  Reserve 
guidelines.  The  total  bank  inflows  from  March  through  June  were 
sufficient  to  place  banks  under  the  ceilings  suggested  in  the  Federal 
Reserve  guidelines  and  to  leave  adequate  room  for  expansion  of  bank 
credits  to  finance  U.S.  exports. 

U.S.  corporations  repatriated  large  amounts  of  short-term  liquid 
investments  abroad  in  the  March-June  period.  In  the  first  two  quar- 
ters of  1965  nonbank,  short-term  U.S.  capital  showed  an  inflow  of 
$575  million  seasonally  adjusted,  compared  to  an  outflow  of  $588 
million  in  the  full  year  1964. 

U.S.  direct  investment  outlays  in  the  second  quarter  amounted  to 
about  $880  million.  While  this  represented  a  decline  from  the  first 
quarter  rate,  it  was  at  an  annual  rate  considerably  above  the  total  for 
1964.  This  continued  high  level  of  direct  investment  outlays  may 
have  reflected  in  part  the  difficulty  in  tapering  off  already-developed 
capital  expenditure  plans. 

Treasury  foreign  exchange  reporting  system. — A  number  of  steps 
were  taken  in  fiscal  1965  to  improve  the  reporting  of  capital  move- 
ments statistics  which  enter  into  the  U.S.  balance  of  payments,  par- 
ticularly by  nonbanking  concerns.  Procedures  for  the  monthly  re- 
ports of  liquid  assets  held  abroad  by  large  companies  were  changed  to 
expand  the  reporting  group  and  to  ensure  more  accurate  reporting 
of  monthly  changes  in  holdings.     At  the  same  time  the  exemption  level 
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for  the  quarterly  reports  was  raised  to  exempt  smaller  firms  from  the 
reporting  requirement,  without  significantly  affecting  the  statistics. 
Special  instructions  were  issued  to  reporting  firms  to  ensure  proper 
reporting  of  funds  placed  abroad.  Following  the  initiation  in  Feb- 
ruary 1965  of  the  President's  voluntary  balance-of-payments  program, 
various  types  of  nonbanking  financial  firms  were  informed  of  the 
Treasury  reporting  requirements. 

Early  in  the  year,  a  survey  was  made  to  ascertain  the  types  of  short- 
term  dollar  liabilities  to  foreigners,  aside  from  deposits  and  Govern- 
ment obligations,  held  for  the  account  of  foreigners.  In  connection 
with  the  publication  of  the  capital  movements  statistics  in  the  Treasury 
Bulletin^  a  number  of  changes  were  introduced,  including  the  publi- 
cation of  liabilities  to  foreign  official  institutions  by  area  (beginning 
with  the  September  1964  issue),  and  a  breakdown  by  type  of  short- 
term  liabilities  and  claims  of  nonbanking  concerns  (first  published  in 
May  1965). 

Gold  and  dollar  holdings. — The  gold  and  dollar  holdings  of  foreign 
countries  (excluding  gold  holdings  of  the  U.S.S.R.,  other  Eastern 
European  countries,  and  China  Mainland)  amounted  to  an  estimated 
$51.4  billion  as  of  June  30,  1965.  Of  this  total,  official  gold  holdings 
were  $26.9  billion.  Official  and  private  short-term  dollar  assets  held 
with  banks  in  the  United  States  were  $22.9  billion,  and  estimated  official 
and  private  holdings  of  marketable  U.S.  Government  bonds  and  notes 
amounted  to  $1.6  billion.     ( See  table  96.) 

During  fiscal  1965  gold  and  dollar  holdings  of  foreign  countries 
increased  by  $3.4  billion.  Official  gold  holdings  derived  from  all 
sources  increased  by  $1.9  billion.  The  increase  of  $1.5  billion  in  the 
dollar  holdings  of  foreign  countries  accraed  entirely  to  private  ac- 
counts, with  official  holdings  declining  by  $13  million. 

Western  European  countries  increased  their  gold  and  dollar  assets 
by  $2.5  billion  during  fiscal  1965,  substantially  more  than  the  gain  of 
$1.1  billion  during  fiscal  1964.  Italy  gained  $785  million;  the  United 
Kingdom  $662  million;  and  France  $643  million.  The  gold  and 
dollar  assets  of  most  other  Western  European  countries  increased, 
except  for  the  decreases  of  $698  million  for  the  Federal  Republic  of 
Germany  and  $17  million  for  Austria. 

Canadian  gold  and  dollar  holdings  declined  by  $141  million  and 
African  holdings  by  $164  million.  Latin  American  holdings  rose  by 
$251  million.  The  total  gain  of  Asiatic  countries  was  $807  million, 
of  which  $377  million  was  made  by  Japan.  The  rest  of  the  world 
gained  $115  million. 

The  gold  and  dollar  holdings  of  international  and  regional  organiza- 
tions decreased  by  $874  million  during  fiscal  1965 :  Those  of  the  Inter- 
national Monetary  Fund  declined  by  $649  million,  while  the  holdings 
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of  other  international  and  regional  organizations  declined  by  $225 
million.  The  Fund  gold  holdings  exclude  payments  made  to  it  in 
anticipation  of  increases  in  quotas,  including  the  $259  million  in  gold 
paid  by  the  United  States  in  June  1965  as  part  of  its  increase.  These 
payments  will  not  be  taken  into  the  Fund's  regular  accounts  until  the 
requisite  number  of  countries  (having  two-thirds  of  the  quotas  in 
effect  on  February  26,  1965)  consent  to  their  quota  increases. 

The  official  gold  holdings  of  the  world  (excluding  the  U.S.S.R.,  other 
Eastern  European  countries,  and  China  Mainland)  increased  by  an 
estimated  $75  million  during  fiscal  1965,  amounting  on  June  30,  1965, 
to  $-13.0  billion.  Of  the  world  total,  the  United  States  held  $14.0 
billion  and  international  and  regional  institutions  $1.8  billion.  See 
tables  96  and  97. 

Treasury  exchange  and  stabilization  agreements 

During  the  fiscal  year  1965  Treasury  exchange  agreements  were  in 
effect  with  Brazil,  Chile,  the  Dominican  Republic,  and  Mexico.  A  one 
year  Treasury  exchange  agreement  in  the  amount  of  $6,250,000  was 
concluded  with  the  Dominican  Republic  ^  on  August  10,  1964.  A 
$16,120,000  Treasury  exchange  agreement  with  Chile  ^  was  signed  on 
February  4,  1965,  effective  for  one  year.  On  February  23,  1965,  a  one 
year  Treasury  exchange  agreement  in  the  amount  of  $53,660,000  was 
signed  with  Brazil.^ 

Foreign  exchange  operations 

The  dollar,  after  generally  weakening  against  most  major  currencies 
from  July-December  1964,  showed  renewed  strength  in  the  exchange 
markets  after  tlie  President's  Febi-uary  1965  message.  Despite  the 
large  U.S.  payments  deficit  incurred  in  the  last  quarter  of  1964  and 
the  severe  pressure,  at  times,  on  sterling,  the  dollar  was  not  under 
speculative  attack.  This  was  largely  because  speculation  has  been 
discouraged  by  the  network  of  defenses  which  have  been  steadily 
erected  over  the  past  five  years  and  because  the  President  in  his  Bal- 
ance-of- Payments  Message  of  February  10  reaffirmed  the  determina- 
tion of  the  United  States  to  eliminate  its  deficit. 

The  dominant  force  on  exchange  markets  during  the  year  was  selling 
pressure  on  sterling.  Through  November,  short-term  assistance  to 
the  Bank  of  England  in  financing  market  operations  was  provided  by 
a  number  of  foreign  central  banks  as  well  as  through  utilization  of  the 
Federal  Reserve  swap  arrangement.  This  assistance  was  repaid  in 
early  December  when  the  United  Kingdom  drew  $1  billion  from  the 
IMF.     At  the  end  of  November,  in  further  support  of  the  United 


1  See  exhibit  52  and  table  100. 
=  See  exhibit  58  and  table  100. 
3  See  exhibit  61  and  table  100. 
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Kingdom's  determination  to  defend  sterling,  the  United  States  joined 
10  other  countries  and  the  Bank  for  International  Settlements  in  ar- 
rangements to  provide  the  United  Kingdom  with  the  equivalent  of 
$3  billion  of  additional  assurance.  Through  the  next  six  months  the 
United  Kingdom  utilized  portions  of  this  to  help  finance  exchange 
operations.  On  May  28,  1965,  it  drew  $1.4  billion  from  the  IMF,  a 
large  part  of  which  was  used  to  repay  drawings  from  the  $3  billion 
"package." 

Cumulative  deficits  in  the  U.S.  balance  of  payments  over  recent 
years,  accentuated  by  a  heavy  capital  outflow  in  the  last  three  months 
of  1964  and  in  January  1965,  led  to  an  accumulation  of  dollar  reserves 
by  certain  foreign  central  banks  in  excess  of  desired  levels  and  to  large 
purchases  of  gold  in  the  latter  part  of  the  fiscal  year.  One  important 
objective  of  Treasury  and  Federal  Reserve  foreign  exchange  oper- 
ations was  to  ease  demands  for  gold  by  absorbing  dollars  held  by  the 
central  banks  and  facilitating  shifts  from  official  to  private  holdings. 
To  some  extent,  official  dollar  gains  resulted  from  flows  which  ap- 
peared likely  to  be  reversed  in  the  future.  These  could  appropriately 
be  offset  by  short-term  operations  such  as  the  utilization  of  Federal 
Reserve  swap  facilities,  forward  market  operations,  and  swaps  with 
the  Bank  for  International  Settlements  involving  foreign  currencies. 
In  addition,  the  Treasury  issued  further  amounts  of  special  medium- 
term,  nonmarketable  securities  to  Austria,  Germany,  and  Switzerland. 

The  operations  undertaken  by  the  Treasury  and  Federal  Reserve 
are  described  in  detail  in  articles  published  semiannually  by  the 
Federal  Reserve  Bank  of  New  York  which,  as  agent  or  manager, 
carries  out  the  operations  of  both  the  Treasury  and  the  Federal 
Reserve.     See  exhibits  48  and  49. 

The  International  Monetary  Fund 

During  fiscal  1965,  27  member  countries  drew  the  equivalent  of 
$3,180.7  million  in  convertible  currencies  from  the  Fund,  an  increase 
of  41.5  percent  in  the  total  assistance  made  available  by  the  Fund 
since  it  began  operations  in  1947.  Total  drawings  as  of  June  30, 1965, 
were  $10,841.2  million  equivalent. 

The  exceptional  activity  of  the  Fund  reflected  the  support  oper- 
ation for  the  pound  sterling.  Assistance  to  the  United  Kingdom 
totaled  $2,400  million  equivalent,  or  more  than  three- fourths  of  total 
Fund  lending  during  the  fiscal  year.  For  the  first  time,  the  General 
Arrangements  to  Borrow  (GAB)  was  activated.  The  GAB  is  an 
agreement  among  10  major  industrial  countries  (the  Group  of  Ten) 
to  provide  mutual  financial  assistance.  The  Fund  borrowed  $405 
million  equivalent  from  8  countries  for  relending  to  the  United  King- 
dom in  December  1964,  and  $525  million  in  May  1965.     In  associated 
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transactions  Switzerland  made  available  to  the  United  Kingxlom  the 
equivalent  of  $80  million  and  $40  million,  respectively.  Switzerland 
is  not  a  member  of  the  Ten,  but  is  associated  with  them  by  special 
agreement.  In  neither  instance  did  the  Fund  borrow  from  the  United 
States. 

The  United  States  was  the  second  largest  user  of  the  Fund  during 
fiscal  1965,  with  drawings  amounting  to  $350  million.^  All  U.S. 
drawings  of  currencies  were  intended  for  sale  for  U.S.  dollars  at  par 
by  the  United  States  to  countries  holding  reserves  in  dollars  and  wish- 
ing to  make  repurchases  of  their  own  currencies  from  the  Fund.  Un- 
der Article  V,  Section  7(b) ,  the  Fund  is  precluded  from  accepting  for 
repurchase  any  currency  of  which  the  Fund's  holdings  are  75  percent 
of  the  country's  quota.  During  all  of  fiscal  1965  the  Fund's  holdings 
of  dollars  exceeded  75  percent  of  the  U.S.  quota  and  no  repayments 
were  accepted  in  dollars.  The  U.S.  drawings,  however,  enabled  coun- 
tries holding  dollars  to  make  repayments  to  the  Fund  without 
inconvenience. 

The  Deutsche  Mark  was  the  currency  most  used  in  Fund  trans- 
actions. The  equivalent  of  $862.2  million  in  Deutsche  Marks  (27.1 
percent  of  total  drawings)  was  drawn  from  the  Fund,  compared  with 
drawings  of  $485.5  million  in  dollars.  Repurchases  amounted  to 
$492.1  million  equivalent,  of  which  $276.4  million  (56.2  percent)  were 
made  in  Deutsche  Marks.  The  United  States  has  made  no  repur- 
chases from  the  Fund,  but  its  net  indebtedness  had  been  reduced  to 
$123.4  million  as  of  June  30,  1965,  as  the  result  of  drawings  by  other 
countries. 

During  fiscal  1965,  22  countries  arranged  standby  credit  facilities 
amounting  to  $2,127.8  million  with  the  Fund.  Of  this  amount,  $1,643.1 
million  was  actually  drawn  during  the  year. 

Fund  membership  remained  at  102  throughout  the  year.  Prepa- 
rations have  been  made  to  increase  member  quotas  by  25  percent  to 
about  $21  billion,  subject  to  ratification  of  members  holding  two-thirds 
of  the  total  quota.  In  addition,  several  countries  have  consented  to  an 
increase  in  their  quota  by  more  than  25  percent.  Legislation  authoriz- 
ing a  25  percent  increase  in  the  U.S.  quota  was  approved  in  June  1965 
(Public  Law  89-21).  One  quarter  of  the  $1,035  million  increase  or 
$258.75  million,  was  paid  in  gold  on  June  30,  1965 ;  the  remainder  is 
represented  by  a  letter  of  credit.  The  U.S.  gold  payment  is  exactly 
offset  by  an  increase  in  the  amount  of  credit  automatically  available  to 
the  United  States  from  the  Fund.  The  total  potential  credit  available 
to  the  United  States  under  normal  Fund  policy  relating  to  the  credit 
tranches  will  be  increased  by  an  amount  equal  to  the  quota  increment. 


1  See  exhibits  53,  54,  56,  and  62. 
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Both  in  the  IMF  and  in  other  formns  there  was  continuing  study 
of  f)roposals  to  strengthen  the  international  monetary  system,  includ- 
ing proposals  for  increasing  international  liquidity  in  the  future 
through  the  creation  of  a  new  type  of  reserve  asset.  The  "Study 
Group  on  the  Creation  of  Reserve  Assets"  of  the  Group  of  Ten  pub- 
lished a  report  (Ossola  Report)  on  August  1,  1965,  examining  several 
of  these  proposals. 

Programs  for  financing  economic  development 

The  International  Bank. — During  fiscal  1965  the  International  Bank 
for  Reconstruction  and  Development  (IBRD)  authorized  38  loans 
in  27  countries  amounting  to  $1,023  million.  Loans  to  Asia  and  the 
Middle  East  amounted  to  $395.5  million;  to  Europe,  $292.5  million; 
to  the  Western  Hemisphere,  $212.3  million;  and  to  African  countries, 
$123  million.  India  received  the  largest  loan,  $134  million.  Dis- 
tribution of  IBRD  loans  by  purpose  was  as  follows :  transportation, 
$411.7  million;  electric  power,  $321.4  million;  industry,  $179  million; 
agriculture,  $78.2  million ;  water  supply,  $27  million ;  and  education, 
$6  million.  Disbursements  amounted  to  $606  million,  compared  with 
$559  million  in  fiscal  1964. 

The  Bank's  funded  debt  increased  by  about  $232  million  to  $2,724 
million  as  a  result  of  its  active  borrowing.  New  bonds  amounted  to 
$299.6  million,  including  an  issue  of  $200  million  in  the  United  States 
(the  first  U.S.  issue  in  three  years).  In  addition,  $298  million  of 
maturing  bonds  and  notes  were  refunded  through  placements  outside 
the  United  States,  including  a  maturing  $100  million  issue  of  U.S. 
dollar  bonds.  Two  issues,  both  held  outside  the  United  States,  total- 
ing $18.4  million,  were  paid  off.  Borrowers  repaid  $300  million  on 
outstanding  Bank  loans  during  fiscal  1965 :  $137  million  to  the  Bank 
and  $163  million  to  investors  holding  participations  in  Bank  loans. 
Sales  for  the  year  of  portions  of  Bank  loans  totaled  $106  million, 
compared  to  $173  million  the  year  before.  Sales  from  portfolio  ac- 
counted for  $76  million  and  the  remaining  $30  million  represented 
participations  by  investors  who  agreed  to  take  up  parts  of  Bank  loans 
at  the  time  loan  agreements  were  signed.  The  reduction  in  sales  was 
due  in  part  to  the  policy  of  the  Bank  not  to  sell  the  obligations  of 
countries  subject  to  the  U.S.  interest  equalization  tax  in  the  United 
States. 

Through  June  30,  1965,  the  Bank  had  extended  a  total  of  424  loans 
in  77  countries  and  territories,  with  gross  commitments  amounting 
to  $8,954.6  million,  of  which  $6,590.1  million  had  been  disbursed.  A 
total  of  $1,884.8  million  in  outside  participations  had  been  sold  by 
the  Bank.  This,  along  with  exchange  adjustments,  cancellations,  and 
repayments,  reduced  net  IBRD  commitments  to  $5,966.8  million.     To- 
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tal  reserves  were  $956.5  million.  Subscribed  capital  amounted  to 
$21,669.4  million.  Eight  members  increased  their  subscriptions  to  the 
Bank's  capital  stock  as  a  concomitant  to  increases  in  their  Fund 
quotas. 

The  Bank  has  adopted  a  policy  of  differentiating  between  the  inter- 
est rates  on  loans  to  developing  countries  and  those  on  loans  to  in- 
dustrialized comitries.  Therefore,  a  loan  to  Japan  carried  an  interest 
rate  of  61^  percent  and  one  to  Italy  at  shorter  maturity  a  rate  of  614 
percent,  compared  to  6I/2  percent  for  all  other  loans. 

During  the  year  the  Executive  Directors  completed  a  draft  of  a 
Convention  on  the  Settlement  of  Investment  Disputes  between  States 
and  Nationals  of  Other  States.  The  convention  provides  for  the  estab- 
lishment of  an  International  Center  for  Settlement  of  Investment 
Disputes  under  the  auspices  of  the  Bank.  It  will  provide  facilities 
for  conciliation  and  arbitration,  on  a  voluntary  basis,  of  disputes 
arising  between  any  contracting  nation  and  investors  who  are  na- 
tionals of  other  countries.  The  convention  will  become  effective  after 
it  has  been  signed  and  ratified  by  at  least  20  governments.  At  the 
end  of  fiscal  1965  it  was  before  the  member  governments  for  appro- 
priate action. 

The  Bank  continued  its  technical,  advisory,  and  planning  assistance, 
as  well  as  its  activities  in  helping  to  coordinate  the  aid  projects  of 
major  capital-exporting  countries  to  certain  countries.  The  Bank 
is  a  member  of  consortia  on  India,  Pakistan,  Greece,  and  Turkey  and 
participates  in  Consultative  Groups  for  Colombia,  Nigeria,  the  Sudan, 
Tunisia,  and  Ecuador.  Most  of  these  consortia  and  Consultative 
Groups  have  been  formed  at  the  initiative  of  the  IBRD. 

The  International  Development  Association. — The  International 
Development  Association  (IDA)  an  affiliate  of  the  IBRD,  during 
fiscal  1965  approved  20  credits  totaling  $309  million  in  11  member 
countries — an  increase  of  $26  million  over  authorizations  in  the  pre- 
ceding fiscal  year.  Aggregate  credits  approved  by  the  IDA  through 
June  30,  1965,  were  thereby  increased  to  a  cumulative  net  total  of 
$1,085.5  million,  covering  77  credits  in  '29  countries  and  territories. 
Disbursements  during  the  1965  fiscal  year  increased  from  $192.5 
million  on  June  30,  1964,  to  $414.7  miliion  as  of  June  30,  1965,  or 
about  38  percent  of  net  credits  authorized. 

With  the  addition  of  Belgium  in  July  1964,  the  membership  of 
the  IDA  on  June  30,  1965,  increased  to  94,  consisting  of  18  Part  I 
(economically  advanced)  members,  and  76  Part  II  members. 

As  indicated  in  the  1964  annual  report,  page  58,  the  proposed 
increase  of  $750  million  in  the  freely  usable  resources  of  the  IDA 
became  effective  on  June  29,  1964,  when  12  members  (including  the 
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United  States)  formally  notified  the  Association  that  they  would 
contribute  new  resources  to  the  IDA  in  excess  of  the  required  $600 
million.  As  of  July  1965,  all  of  the  remaining  Part  I  countries  had 
agreed  to  contribute  the  amounts  allotted  to  them. 

The  International  Finance  Corporation. — The  International  Fi- 
nance Corporation  (IFC)  is  an  affiliate  of  the  IBRD  designed  to 
encourage  the  growth  of  private  enterprise  in  less-developed  coun- 
tries by  investing  in  debt  and  equity  issues  of  private  firms  without 
governmental  guaranty  of  repayment.  The  Corporation  acts  for  the 
IBRD  and  the  IDA  and  on  its  own  behalf  in  the  technical  and  finan- 
cial appraisal,  preparation,  and  supervision  of  industrial,  mining, 
and  development  finance  company  projects. 

During  fiscal  1965  the  IFC  invested  $26  million  in  11  countries  in 
15  enterprises,  mostly  basic  industries,  including  cement,  steel,  tex- 
tiles, paper,  and  food  products.  Eight  of  these  investments,  totaling 
$9.9  million,  represented  second  or  third  commitments  to  firms  in 
which  IFC  had  outstanding  investments.  New  coinmitments  included 
approximately  $15  million  in  loans  and  $11  million  in  equity. 

As  of  June  30,  1965,  the  IFC  had  made  total  commitments  of  $137 
million  involving  103  transactions  in  32  countries.  About  56  percent 
($77  million)  of  this  represents  investments  in  the  Western  Hemi- 
sphere. The  IFC  has  been  able  to  revolve  more  than  one-third  of  its 
entire  commitments  through  sales  from  its  portfolio  and  principal 
repayments.    Membership  remained  unchanged  during  the  year  at  78. 

Amendments  to  the  Articles  of  Agreement  of  the  IFC  and  of  the 
IBRD  were  proposed  to  the  members  by  the  Board  of  Governors 
in  September  1964,  to  permit  the  Bank  to  lend  to  the  IFC  and  to 
permit  the  IFC  to  borrow  from  the  Bank  in  an  amount  up  to  four 
times  the  unimpaired  subscribed  capital  and  surplus  of  the  IFC. 
Member  governments,  including  the  United  States,  approved  the 
amendments,^  which  became  effective  after  the  close  of  the  fiscal  year. 
Approximately  $400  million  will  be  added  to  the  potential  resources 
of  the  IFC  for  relending  to  private  enterprise. 

The  Inter-American  Development  Bank. — The  Inter- American  De- 
velopment Bank  (IDB)  was  established  on  December  30,  1959,  began 
operations  in  the  fall  of  1960,  and  made  its  first  loan  on  February  3, 
1961.  All  of  the  countries  of  the  Organization  of  American  States  are 
members  of  the  IDB.  Cuba  is  not  a  member  and  is  no  longer  eligible 
to  join. 

The  Bank  has  up  to  now  carried  on  its  financing  operations  through 
three  "windows." 


1  The  necessary  legislation  was  passed  by  the  U.S.  Senate  June  30,  1965.     The  bill  became 
law  on  Aug.  14,  1965  (79  Stat.  519). 
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The  Ordinary  Capital  resources  provide  development  funds  on  con- 
ventional terms  in  much  the  same  manner  as  the  World  Bank.  It 
commenced  operations  with  governmental  subscriptions  but  now  ob- 
tains its  funds  largely  from  private  financial  markets  in  the  same 
way  as  the  World  Bank. 

The  Fund  for  Special  Operations  offers  financing  on  easy  repay- 
ment terms  entirely  from  resources  provided  by  the  United  States 
and  the  Latin  American  members  of  the  Bank. 

The  Social  Progress  Trust  Fund  has  been  administered  by  the  Bank 
since  mid-1961  on  behalf  of  the  United  States,  which  provided  all  of 
its  funds.  Loans  from  the  Fund  are  repayable  on  easy  terms  and 
are  made  in  four  areas  of  social  development :  water  supply  and  sani- 
tation, advanced  education,  housing,  and  land  settlement  and  improved 
land  use. 

The  authorized  Ordinary  Capital  of  the  Bank  is  the  equivalent  of 
$2,150  million  (of  which  the  total  U.S.  share  is  $762  million),  com- 
posed of  $475  million  in  paid-in  capital  (U.S.  portion,  $150  million) 
and  $1,675  million  in  callable  capital  (U.S.  i)ortion,  $612  million). 
To  obtain  resources  for  its  lending  operations,  the  Bank,  through 
June  30,  1965,  had  borrowed  $285  million  equivalent  secured  by  its 
callable  capital.  In  October  1964  the  Bank  borrowed  $100  million 
in  the  United  States,  its  third  bond  issue  here,  bringing  to  $225 
million  the  total  raised  in  U.S.  markets.  There  were  three  Bank 
borrowings  abroad  in  fiscal  year  1965:  A  $15  million  equivalent 
Deutsche  Mark  bond  issue  in  Germany  in  July  1964;  an  $8.4  million 
equivalent  sterling  bond  issue  in  the  United  Kingdom  in  September 
1964;  and  a  $12.5  million  direct  borrowing  of  U.S.  dollars  from  the 
Government  of  Spain  on  March  30,  1965.  Added  to  the  $24.2  million 
Italian  lira  bond  issue  in  April  1962,  these  Bank  borrowings  brought 
the  total  raised  in  foreign  markets  to  the  equivalent  of  $60  million. 

On  March  31,  1965,  pursuant  to  recommendations  of  the  fifth  an- 
nual meeting  of  the  Board  of  Governors  of  the  IDB  (see  1964  annual 
report,  page  61),  an  expansion  of  the  Fund  for  Special  Operations 
by  $900  million  equivalent  became  effective.  The  U.S.  share  of  the 
increase  is  $750  million,  while  the  Latin  American  members  are  con- 
tributing $150  million  in  their  national  currencies.  This  is  to  provide 
sufficient  funds  for  operations  during  the  three  years  1965-67.  The 
contributions  are  to  be  paid  in  three  equal  installments,  of  which  the 
first  was  paid  by  the  United  States  before  June  30,  1965,  the  second 
will  be  due  before  December  31,  1965,  and  the  last  will  be  due  by  the 
end  of  1966. 

The  Social  Progress  Trust  Fmid  was  financed  solely  by  the  United 
States  by  appropriations  of  May  27,  1961,  for  $394  million  and  of 
January  6, 1964,  for  $131  million.     This  Trust  Fund  has  never  formed 
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part  of  the  Bank's  resources,  but  lias  been  administered  by  the  Bank 
as  trustee.  The  funds  are  now  nearing  exhaustion  and  the  United 
States  announced,  in  connection  with  the  recent  expansion  of  the 
Fund  for  Special  Operations,  that  the  United  States  will  make  no 
further  contributions  to  the  Social  Progress  Trust  Fund.  Its  loan 
functions  have  been  delegated  by  the  Governors  of  the  Bank  to  the 
expanded  Fund  for  Special  Operations. 

Through  June  30,  1965,  the  Bank  had  authorized  115  loans  amount- 
ing to  $583.7  million  equivalent  from  its  Ordinary  Capital,  56  loans 
amounting  to  $192.4  million  from  the  Fund  for  Special  Operations, 
and  112  loans  from  the  Social  Progress  Trust  Fund  amounting  to 
$482.4  million — a  total  of  283  loans  amounting  to  $1,258.5  million. 
Total  disbursements  from  all  three  funds  amounted  to  $602.1  million 
through  the  fiscal  year  1965.  Disbursements  in  the  fiscal  year  1965 
roughly  equaled  those  made  during  the  entire  prior  period  from  the 
Bank's  inception  through  June  30, 1964. 

During  the  fiscal  year,  the  Bank  entered  into  two  agreements  with 
the  Government  of  Canada  which  provided  25  million  Canadian  dol- 
lars for  loans  to  Latin  American  member  countries  for  purchases  in 
Canada.  An  agreement  of  December  1964,  provided  that  10  million 
Canadian  dollars  would  be  made  available  through  the  Bank  by  the 
Government  of  Canada  at  low  or  no  interest  and  with  maturities  of 
up  to  50  years.  In  the  second  agreement,  the  Canadian  Government 
reserved  an  additional  15  million  Canadian  dollars  through  the  Ex- 
port Credits  Insurance  Corporation  for  credits  of  up  to  20  years  at 
commercial  interest  rates. 

The  Export- 1 m'port  Bank. — During  the  fiscal  year  1965  the  Export- 
Import  Bank  authorized  over  $1.8  billion  in  loans,  guaranties  and 
export  credit  insurance  to  assist  in  financing  the  sale  of  American 
goods  and  services  overseas.  Authorizations  for  long-term  capital 
loans  totaled  $435.2  million;  and  exporter  credits  and  guaranties 
amounted  to  $282.9  million.  Export  credit  insurance  extended  through 
the  Foreign  Credit  Insurance  Association  (FCIA)  amounted  to  $721.5 
million  in  the  fiscal  year.  Other  authorizations  included  $340  million 
in  emergency  foreign  trade  credits,  $76.3  million  in  commodity  credits, 
and  $3.1  million  for  insurance  covering  U.S.  goods  on  consignment. 

The  bank  disbursed  $403.2  million  in  fiscal  1965.  During  the  year, 
private  participation  in  the  Bank's  loans  totaled  $614.7  million,  of 
which  $450  million  represented  sales  of  portfolio  participation  cer- 
tificates to  private  financial  institutions.  The  Bank  earned  $177.8 
million  in  interest  and  fees,  and  paid  $15.1  million  in  interest  on  funds 
borrowed  from  the  Treasury.  In  addition,  the  Bank  paid  $44  million 
in  interest  on  participation  certificates  and  $.5  million  in  interest  to 
commercial  banks.    A  dividend  of  $50  million  was  declared  on  the 
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stock  of  the  Bank  held  by  the  Secretary  of  the  Treasury.  At  the  close 
of  the  fiscal  year,  the  Bank's  retained  income  reserve  for  contingencies 
amounted  to  $944  million,  and  its  uncommitted  lending  authority  was 
$3,299  million.  Receipts  of  principal  and  interest  on  the  Bank's  out- 
standing credits  during  fiscal  1965  contributed  over  $553  million  to 
the  U.S.  balance  of  international  payments. 

The  Agency  for  International  Development. — The  Agency  for  In- 
ternational Development  (AID)  is  responsible  for  the  economic  as- 
sistance activities  of  the  United  States.  These  include  development 
lending,  development  grants  and  technical  cooperation,  supporting 
assistance,  investment  guaranties,  surveys  of  investment  opportunities 
and  negotiation  of  loans  involving  U.S.-owned  local  currencies  includ- 
ing those  acquired  under  section  104(e)  and  104(g)  of  Public  Law 
480,  as  amended.  AID  is  also  responsible  for  administering  funds 
appropriated  for  development  loans  and  grants  for  Latin  America. 

Total  U.S.  dollar  commitments  by  AID  during  fiscal  1965  amounted 
to  $2.2  billion,  of  which  $1.2  billion,  or  55  percent,  was  on  a  loan  basis. 
The  Near  East  and  South  Asia  received  $694  million,  of  which  $605 
million,  or  87  percent,  was  in  the  form  of  loans;  Latin  America  re- 
ceived $588  million,  of  which  $454  million  was  on  a  loan  basis;  the 
Far  East  received  $450  million ;  including  $69  million  in  loans ;  and 
Africa  received  $164  million,  of  which  $76  million  was  on  a  loan  basis. 
The  balance  ($282  million)  was  utilized  for  nonregional  programs 
such  as  U.N.  Technical  Assistance,  the  U.N.  Children's  Fund,  plus 
general  program  support  and  administrative  expenses.  AID  con- 
tinued the  policy  of  direct  procurement  in  the  United  States  to  mini- 
mize the  impact  of  its  expenditures  on  the  U.S.  balance  of  payments. 
At  the  close  of  fiscal  1965,  over  85  percent  of  all  AID  dollars  were 
committed  directly  for  the  purchase  of  U.S.  goods  and  services. 

Annual  meetings  of  international  financial  institutions 

International  Monetary  Fund  and  International  Bank. — The  an- 
nual meetings  of  the  Boards  of  Governors  of  the  International  Mone- 
tary Fund  and  of  the  International  Bank  for  Eeconst ruction  and 
Development  and  its  affiliates  were  held  in  Tokyo  in  September  1964. 
The  Governors  adopted  a  resolution  requesting  the  Executive  Direc- 
tors to  report  on  the  desirability  of  increasing  Fund  quotas.  Subse- 
quently, the  Directors  submitted  a  report  proposing  increases  in  Fund 
quotas  generally  by  25  percent,  with  special  increases  for  certain 
countries  whose  economic  positions  had  changed  considerably  since 
tlie  last  revision  of  the  quotas.  At  the  meeting  of  the  Bank  and  its 
affiliates  approval  was  given  to  certain  changes  in  their  lending  poli- 
cies, as  well  as  a  request  to  the  Executive  Directors  of  the  Bank  to 
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draft  a  convention  for  the  arbitration  and  conciliation  of  investment 
disputes.^ 

Inter-American  Development  Bank. — Mr.  David  E.  Bell,  Adminis- 
trator of  the  Agency  for  International  Development  (AID) ,  as  Alter- 
nate U.S.  Governor  of  the  Bank,  led  the  U.S.  delegation  to  the  Sixth 
Annual  Meeting  of  the  Bank  held  in  Asuncion,  Paraguay,  in  April 
1965.  The  delegation  also  included  Mr.  Tom  Killefer,  U.S.  Executive 
Director  of  the  Bank,  representatives  of  the  agencies  constituting 
the  National  Advisory  Council  on  International  Monetary  and  Finan- 
cial Problems  and  Members  of  Congress. 

The  Governors  concerned  themselves  principally  with  the  problem 
of  obtaining  financial  and  technical  resources  from  nonmember  coun- 
tries and  emphasized  the  broadest  possible  support  for  the  Bank's 
efforts  to  promote  the  process  of  Latin  American  integration. 

Organization  for  Economic  Cooperation  and  Development. — The 
fourth  Ministerial  Council  Meeting  of  the  Organization  for  Economic 
Cooperation  and  Development  (OECD)  met  in  Paris  on  December 
2-3,  1964.  Acting  Assistant  Secretary  of  the  Treasury  Merlyn  N. 
Trued  served  as  a  member  of  the  U.S.  delegation.  The  Council  of 
Ministers  reaffirmed  the  target  established  in  1961  for  expanding  by 
50  percent  the  combined  output  of  the  Organization's  21  member  na- 
tions over  the  decade  ending  in  1970.  Noting  the  satisfactory  progress 
achieved  thus  far  in  meeting  this  objective,  the  Council  approved  a 
proposal  for  a  comprehensive  mid-term  review  in  1965.  The  Council 
called  for  a  continuation  of  efforts  within  the  OECD  to  improve  the 
capital  markets  of  member  countries,  both  as  a  means  of  facilitating 
economic  growth  and  of  contributing  to  balance-of-payments  equi- 
librium. Work  on  capital  market  development  has  continued  in  the 
Committee  for  Invisible  Transactions  (a  Treasury  official  is  the  U.S. 
expert  on  this  Committee) ,  the  body  within  the  OECD  primarily  re- 
sponsible for  the  progressive  removal  of  restrictions  on  international 
movements  of  capital  and  services. 

The  Organization's  Economic  Policy  Committee  continued  to  meet 
regularly  throughout  the  year  to  discuss  the  overall  economic  situ- 
ation of  the  member  countries.  Under  Secretary  of  the  Treasury  for 
Monetary  Affairs  Kobert  V.  Roosa  was  a  member  of  the  U.S.  dele- 
gation at  the  meetings  early  in  the  fiscal  year,  and  his  successor, 
Frederick  L.  Deming,  served  in  that  capacity  at  the  later  meetings. 
A  Treasury  official  also  served  on  the  U.S.  delegation  to  iho,  Economic 
Policy  Committee  Working  Party  on  Policies  for  the  Promotion  of 
Economic  Growth  (Working  Party  2),  which  is  concerned  with  im- 
plementing the  collective  growth  t<arget  mentioned  above. 

'  These  meetings  were  discussed  in  the  1964  annual  report  pages  62-4.  See  also  exhibits 
32  and  33  in  the  1964  annual  report. 
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The  Economic  Policy  Committee's  Working  Party  on  Policies  for 
the  Promotion  of  Better  Payments  Equilibrium  (Working  Party  3) 
met  at  intervals  of  four  to  six  weeks  over  the  past  year,  with  the  Under 
Secretary  of  the  Treasury  for  Monetary  Affairs  as  Chairman  of  the 
U.S.  delegation.  In  addition  to  its  reviews  of  the  external  payments 
situation  of  both  surplus  and  deficit  countries  in  which  special  atten- 
tion has  been  devoted  to  the  United  Kingdom  and  its  efforts  to  achieve 
coordinated  action  toward  the  goal  of  international  monetary  sta- 
bility, the  Working  Party,  at  the  request  of  the  Group  of  Ten,  began 
a  study  of  the  adjustment  process  and  undertook  a  continuing  multi- 
lateral surveillance  of  the  ways  and  means  of  financing  balance-of- 
payments  disequilibrium. 

As  a  part  of  the  Trade  Committee's  continuing  efforts  to  expand 
trade  among  nations,  discussions  were  held  on  the  changes  in  the  U.S. 
antidumping  regulations  as  well  as  on  the  antidumping  laws  and 
regulations  in  other  member  countries.  The  Assistant  Secretary  of 
the  Treasury  for  International  Affairs  is  the  principal  U.S.  repre- 
sentative on  the  Trade  Committee's  Group  on  Export  Credit  Guaran- 
tees which  met  several  times  during  the  year  to  examine  questions  of 
mutual  interest  in  this  area  of  activity. 

The  Treasury  Department  provides  the  U.S.  representation  on  the 
Fiscal  Committee,  which  has  been  developing  model  income  tax  con- 
ventions, examining  the  estate  tax  field,  and  encouraging  international 
cooperation  in  other  tax  policy  areas.  The  Treasury  representative  is 
Vice  Chairman  of  the  Fiscal  Committee  and  has  headed  a  working 
committee  which  published  a  report  on  "Fiscal  Incentives  for  Private 
Investment  in  Developing  Countries"  during  the  fiscal  year. 

The  Development  Assistance  Committee  (DAC)  of  the  OECD 
continues  to  coordinate  development  aid  policies  of  member  countries 
to  achieve  a  greater  degree  of  harmonization  of  the  programs  of  donor 
countries  and  more  effective  use  of  such  aid.  Assistant  Secretary  of 
the  Treasury  John  C.  Bullitt  served  as  a  senior  member  of  the  U.S. 
delegation  to  the  DAC  Ministerial  meeting  in  July  1964.  Austria 
and  Sweden  became  members  of  DAC  in  1965,  bringing  its  member- 
ship to  15. 

The  Annual  Aid  Review  of  the  DAC  provides  for  careful  study 
and  examination  of  each  member's  program  and  permits  a  comparison 
of  relative  aid  burdens  and  general  aid  policies.  The  review  of  the 
United  States  was  held  in  May  of  1965. 

The  Economic  Development  and  Review  Committee  of  the  OECD 
reviews  annually  the  economies  of  the  member  countries  and  issues  a 
public  report;  the  Treasury  participated  in  the  Committee's  formal 
examination  of  the  U.S.  economy  in  November  1964.    A  Treasury 
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observer  regularly  attended  meetings  of  the  Managing  Board  of  the 
European  Monetary  Agreement. 

The  General  Agreement  on  Tariffs  and  Trade. — The  General 
Agreement  (GATT)  is  the  principal  instrument  used  by  the  United 
States  to  reduce  and  eliminate  obstacles  to  the  expansion  of  inter- 
national trade.  In  the  framework  of  developing  the  policy  of  the 
U.S.  Government  in  the  trade  field,  the  Treasury  continued  to  partici- 
pate in  the  work  of  the  Trade  Expansion  Act  Advisory  Committee, 
the  Trade  Executive  Committee,  the  Trade  Staff  Committee,  and  the 
Trade  Information  Committee. 

The  negotiating  phase  of  the  Kennedy  round  began  on  November 
16,  1964,  when  the  industralized  countries  in  the  GATT  submitted 
their  lists  of  items  to  be  excepted  from  the  50  percent  linear  tariff 
cut.  In  the  absence  of  an  agreed  set  of  rules  to  govern  negotiations 
on  agricultural  products,  the  exceptions  lists  tabled  on  November  16 
covered  only  industrial  products.  Insofar  as  agricultural  products 
are  concerned,  the  subsequent  discussions  in  the  Kennedy  round  forum 
have  sought  to  clarify  and  identify  the  possible  scope  and  content  of 
future  negotiations.  September  16,  1965,  was  set  as  the  date  for  the 
tabling  of  agricultural  offers.  The  United  States  has  made  it  clear 
that  the  ultimate  Kennedy  round  agreement  must  include  the  liberali- 
zation of  trade  in  agricultural  products  as  well  as  industrial 
products. 

Discussions  were  also  initiated  in  the  Kennedy  round  negotiations 
on  nontariff  barriers  to  trade.  These  covered  both  complaints  by  the 
United  States  on  the  practices  of  other  countries  and  complaints  by 
others  on  U.S.  practices.  The  latter  group  included  such  issues  as 
the  use  of  the  American  selling  price  in  determining  the  value  of 
certain  imports  and  the  U.S.  antidumping  law  and  regulations;  in 
the  fonner  group,  the  United  States  raised  such  issues  as  the  assess- 
ment of  road  taxes  that  appeared  to  place  a  greater  burden  on  U.S. 
automobiles  than  on  other  types  of  cars  and  quantitative  restrictions 
on  imports  of  U.S.  goods. 

During  the  year  a  Treasury  representative  was  a  member  of  the 
U.S.  delegation  to  the  annual  meeting  of  tlie  GATT  Contracting 
Parties,  to  the  GATT  Committee  on  Balance-of-Payments  Kestric- 
tions,  and  to  the  special  GATT  Working  Party  which  consulted  with 
the  United  Kingdom  on  its  application  of  a  15  percent  temporary 
surcharge  on  imports  in  order  to  safeguard  its  external  financial  posi- 
tion and  to  correct  its  balance  of  payments. 

The  United  Nations  Conference  on  Trade  and  Develcpment. — The 
First  Session  of  the  Trade  and  Development  Board  of  the  Conference 
met  in  New  York  April  5-30, 1965.  The  Board  held  its  Second  Session 
in  Geneva  August  24  to  September  15,  1965.    During  these  Sessions, 
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the  Board  gave  shape  and  direction  to  the  new  U.N.  economic  machin- 
ery, approved  by  the  General  Assembly  on  December  30,  1964,  to 
deal  with  a  variety  of  problems  involving  the  developing  comitries. 
It  established  terms  of  reference  for  four  principal  subsidiary  com- 
mittees (Commodities,  Manufactures,  Invisibles,  and  Financing  Be- 
lated to  Trade  and  Shipping) ,  elected  the  members  of  the  Committees, 
established  a  work  program  for  the  Board,  and  adopted  a  set  of  rules 
of  procedure.  The  Treasury  continued  to  participate  in  this  general 
framework  of  activity. 

Lend-lease  silver 

The  liquidation  of  all  obligations  on  account  of  Treasury  silver 
transferred  to  certain  countries  during  World  War  II  under  the  au- 
thority of  the  Lend-Lease  Act  of  March  11,  1911,  was  completed  by 
repayments  during  fiscal  1965.  The  Lend-Lease  Silver  Liability  Ac- 
count of  the  Government  of  India  was  settled  and  closed  on  the  books 
of  the  Treasury  Department  upon  receipt  from  that  Government  of 
324,809.08  fine  troy  ounces  of  silver.  A  final  cash  payment  of  $137,- 
328.73,  equivalent  to  106,215.19  fine  troy  ounces  of  silver  converted  on 
the  basis  of  the  monetary  value,  was  received  from  Pakistan  and  its 
account  has  also  been  settled  and  closed. 


Lend-lease  silver  transactions  as  of  June  30,  1965 
[In  millions  of  fine  ounces  except  where  otherwise  specifically  indicated] 


Silver  trans- 
ferred from 
the  Treasury 
to  lend-lease 
for  account 
of  foreign 
governments 

Silver  re- 
turned and 
taken  into 
the  account 
of  the  Treas- 
urer of  the 
United  States 

Silver 

being 

returned 

Dollar  re- 
payments 
(millions) 

Silver 

to  be 

returned 

Australia 

11.8 

.3 

5.4 

.2 

172.6 

56.7 

53.5 

2  22.3 

88.1 

11.8 
.3 

6.4 

.2 

172.5 

56.7 

48.8 

1.4 

88.1 

Belgium .  . 

Ethiopia 

Fiji      . 

India.. 

Netherlands 

Pakistan 

I  $5. 6 
3  20.4 

Saudi  Arabia 

United  Kingdom 

Total 

410.8 

385.2 

26.0 

'  Equivalent  to  4.7  million  fine  troy  ounces  of  silver  converted  on  the  basis  of  the  market  price  on  dates 
of  receipts,  or  the  monetary  value. 

2  Includes  1,031,250  ounces  lost  at  sea  while  in  transit. 

'  Equivalent  to  19.9  million  fine  troy  ounces  of  silver  converted  on  basis  of  the  market  price  on  dates  of 
receipts. 
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Management  Improvement  Program 

The  Treasury  Department's  management  improvement  program 
seeks  to  insm-e  maximum  effectiveness  in  reducing  costs,  increasing 
productivity,  and  improving  efficiency  at  aU  operating  and  staff  levels. 

During  fiscal  1965,  as  a  result  of  continued  cost  consciousness  of 
employees  throughout  the  Department,  Treasury's  management 
improvement  program  achieved  another  record.  Savings  resulting 
from  the  program  were  estimated  at  $24.2  million  on  an  annual 
recurring  basis,  while  one-time  savings  reached  $14.8  million  making 
a  fiscal  year  total  of  $39.0  million.  Of  these  amounts,  $3,369,000  was 
the  result  of  the  incentive  awards  program  and  $788,000  was  achieved 
in  Coast  Guard's  military  awards  program. 

The  more  significant  management  improvements  of  Treasury 
bureaus  are  higlilighted  in  the  administrative  reports  of  the  individual 
offices  and  bureaus  which  follow. 

Special  studies  and  projects 

The  final  report  of  the  survey  of  the  mission,  organization,  and 
management  of  the  Bureau  of  Customs  begun  in  1963  was  issued  in 
March  1965.  Simultaneously  the  President  submitted  Reorgani- 
zation Plan  No.  1  of  1965  to  the  Congress.  This  plan,  designed  to 
streamline  and  improve  the  operation  and  management  of  the  Cus- 
toms service,^  became  law  on  May  25,  1965. 

In  conjunction  with  Secret  Service  personnel,  staff  of  the  Assistant 
Secretary  for  Administration  participated  in  several  studies  which 
included  a  survey  of  the  budgetary,  manpower,  and  equipment 
resources  required  for  Presidential  protection  and  an  examination 
of  the  overall  management  and  organization  of  the  Secret  Service. 

The  staff  also  assisted  the  Bureau  of  the  Mint  in  acquiring  sufficient 
heavy  manufacturing  equipment  to  avert  a  critical  coin  shortage 
while  the  new  mint  in  Philadelphia  is  under  construction.  From  sur- 
plus or  reserve  equipment  held  by  the  General  Services  Administration 
and  the  Department  of  Defense,  the  Mint  was  able  to  obtain  over 
$1  million  worth  of  industrial  presses,  tools,  and  other  equipment. 

Financial  management 

The  Office  of  Budget  and  Finance  continued  to  provide  staff  support 
and  direction  for  the  Secretary  in  the  financial  management  of  the 
Department's  operating  funds. 

Preparatory  to  presenting  the  1967  operating  expense  budget,  on 
the  program  or  mission  basis  long  sought  by  the  Bureau  of  the  Budget 
and  the  Department,  Coast  Guard  revised  its  accounting  and  oper- 
ational reporting  systems  to  provide  proper  support.  The  1966 
budget  was  presented  in  both  the  conventional  and  revised  formats 
and  was  well  received.     Provision  was  made  for  more  precise  distri- 
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bution  of  Coast  Guard  aircraft  operating  costs  to  the  specific  programs 
served  by  the  aircraft. 

Plans  were  made  for  the  establishment  of  a  computerized  service- 
wide  payroll  service  for  reservists'  drill  pay  and  retu^ement  point  rec- 
ords at  Coast  Guard  Headquarters.  This  centralization  will  result  in 
personnel  savings  of  approximately  16  man-years  and  $77,600. 

The  management  reporting  system  for  the  expanded  capital  outlay 
program  of  the  Coast  Guard  was  redesigned  to  provide  a  more  timely 
and  coordinated  flow  of  management  planning  and  progress  infor- 
mation. 

Automated  payroll  operations 

The  continuing  program  for  automation  of  payrolls  resulted  in 
converting  two  additional  Treasury  organizations  to  the  IRS  com- 
puter system.  Plans  were  completed  and  the  actual  work  of  conver- 
sion was  well  underway  at  fiscal  yearend  for  a  third  large  bureau. 
By  the  close  of  fiscal  1965  five  organizations  had  been  converted  and 
tests  had  been  initiated  for  conversion  of  a  sixth.  Through  this 
system  the  usual  payroll  operations  are  performed  with  magnetic  tape 
records  producing  checks,  savings  bonds,  personnel  statistics,  related 
accounting  statements,  and  other  information  for  each  pay  period. 
Benefits  to  the  bureaus  include  reduction  in  manpower  expended  in 
payroll  and  related  accounting  functions. 

The  accounts  maintained  by  IRS  for  employee  payroll  withholdings 
and  employer  contributions  of  Treasury  bureau  payrolls  were  consoli- 
dated into  a  single  set  of  accounts.  The  reporting  of  the  funds  dis- 
bursed for  these  withholdings  and  contributions  was  also  consolidated. 
This  eliminated  the  maintenance  of  as  many  as  16  accounts  for  each 
bureau  serviced  by  the  Internal  Revenue  Service.  Disbursement 
procedures  from  these  funds  require  only  one  payment  document  for 
similar  type  transactions  in  place  of  one  for  each  bureau. 

Accounting  systems 

Improvement  was  made  in  the  accrual  accounting  system  of  several 
bureaus  as  the  result  of  the  development  of  accounting  manuals. 
Bm-eaus  which  developed  and  submitted  manuals  to  the  General 
Accounting  Office  for  review  were:  the  Bm-eau  of  Public  Debt;  the 
Bureau  of  Narcotics;  and  the  Office  of  the  Treasurer  of  the  United 
States. 

The  Bureau  of  Accounts  system  of  internal  cost-based  budgeting 
was  initially  adopted  in  the  fiscal  year  1964.  Improvements  in  the 
system  during  fiscal  1965  provided  a  better  basis  for  operational 
planning  and  control  as  well  as  a  means  to  measure  the  attainment  of 
self-imposed  goals.  The  Bureau  is  modifying  administrative  account- 
ing in  regional  offices  so  that  actual  and  budgeted  cost  data  may  be 
computerized.  The  Bureau  also  prepares  monthly  cost  reports  show- 
ing actual  progress  compared  to  budget  plans.  These  reports  are 
tailored  to  management  needs  and  provide  a  sounder  basis  for  formu- 
lating operating  cost  budgeting  forecasts. 

A  number  of  bureaus  revised  their  systems  for  controlling  and 
accounting  for  nonexpendable  property.  Generally  these  systems 
reduced  the  number  of  items  on  inventory  through  the  establishment 
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of  a  $50  minimum  as  the  basis  for  capitalization  and  control.  These 
simplified  systems  have  reduced  paperwork  and  facilitated  the  physical 
inventory  process  without  eliminating  essential  controls. 

Internal  auditing 

Internal  auditing  is  handled  through  a  departmental  audit  staff 
in  the  Office  of  the  Secretary  and  the  staffs  in  12  bureaus  and  offices. 
In  addition  to  performing  audits  relating  to  funds  appropriated  to 
the  Office  of  the  Secretary,  the  departmental  audit  staff  periodically 
reviews  the  internal  audit  systems  of  other  Treasury  bureaus  and 
offices.  Such  reviews  emphasize  the  necessity  for  adequate  audit 
coverage,  audit  work  programs,  and  effective  reporting  as  a  con- 
structive service  to  management. 

During  fiscal  1965,  the  departmental  audit  staff  completed  reviews 
and  appraisals  of  the  systems  of  internal  auditing  in  two  Treasury 
bureaus,  and  audited  payrolls  and  other  related  administrative 
activities  in  the  Office  of  the  Secretary. 

Although  corrective  actions  taken  by  bureaus  and  offices  as  a 
result  of  internal  audit  recommendations  can  sometimes  be  stated 
in  monetary  terms,  most  1965  actions  resulted  in  intangible  improve- 
ments. In  most  Treasury  bureaus  these  benefits  were  confined 
primarily  to  the  strengthening  of  internal  controls,  improvements 
in  procedures,  and  better  utilization  of  personnel  and  space.  In  the 
Internal  Revenue  Service,  work  of  the  internal  audit  staff  also  resulted 
in  corrective  actions  which  effected  additional  tax  revenue,  or  other 
matters  having  an  impact  on  the  revenue,  of  about  $30  million. 

Personnel  management 

In  fiscal  1965  major  emphasis  was  placed  on  evaluating  programs, 
implementing  new  Government-wide  programs,  and  strengthening 
existing  personnel  programs. 

A  comprehensive  personnel  management  review  of  the  Bureau  of 
Narcotics  was  initiated  with  visits  to  headquarters  and  18  field 
offices ;  the  report  of  the  review  is  to  be  submitted  to  the  Commissioner 
of  Narcotics  during  the  fiscal  year  1966.  Evaluations  of  the  personnel 
programs  in  the  Bureau  of  Accounts,  the  U.S.  Coast  Guard,  the 
Internal  Revenue  Service,  the  Bureau  of  the  Mint,  and  the  Bureau 
of  the  Public  Debt  were  in  process  at  the  end  of  fiscal  1965.  The 
majority  of  these  are  cooperative  efforts  involving  the  Office  of 
Personnel  and  the  Civil  Service  Commission. 

The  Treasury  Department  was  commended  for  its  increased 
employment  of  the  handicapped  by  the  Chairman  of  the  Civil  Service 
Commission,  the  District  of  Columbia  Commissioners'  Committee 
on  Employment  of  the  Handicapped,  and  the  President's  Committee 
on  the  Employment  of  the  Handicapped.  A  program  for  placing 
returning  Peace  Corps  volunteers  was  successfully  initiated,  as  was 
the  nation^^^de  youth  opportunity  corps  in  which  Treasury  exceeded 
its  quota  of  884  by  over  52  percent.  A  new  centralized  summer 
employment  program  in  the  Washington  area  during  the  summer  of 
1965  resulted  in  less  expenditure  of  manpower  in  handling  summer 
employment  and  in  hiring  better  quality  personnel. 
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Comprehensive  regulations  were  issued  on  premium  pay  and  wage 
boards  appeals.  A  supplementary  guide  for  classification  of  criminal 
investigator  positions  was  cleared  with  the  Civil  Service  Commission 
and  readied  for  issuance.  The  basis  for  pay  of  1,700  noncraft 
employees  in  the  Bureau  of  Engraving  and  Printing  was  revised  to 
a  modified  version  of  the  Army-Air  Force  Wage  Board  System, 
effective  AprU  25,  1965,  thus  aligning  pay  scales  with  prevailing 
industrial  rates  in  this  area,  A  study  was  completed  of  the  Bureau 
of  the  Mint  wage-fixing  system,  which  involved  some  1,000  wage 
board  employees. 

Significant  developments  occurred  in  employee-management  re- 
lations. An  arbitrator  ruled  in  favor  of  local  units  rather  than 
the  National  Association  of  Internal  Revenue  Employees  (NAIRE) 
proposed  nationwide  unit  in  Internal  Revenue.  Other  activities 
included  an  impasse  in  negotiations  and  a  charge  of  unfair  labor 
practices.  All  of  these  cases  reflected  issues  and  changes  in  relation- 
ships brought  about  by  Executive  Order  10988  and  the  striving  to 
establish  a  framework  for  improved  relationships. 

The  Office  of  Personnel  continued  to  stress  the  use  of  external  as 
well  as  internal  resources  in  meeting  employee  training  needs  effec- 
tively and  economically.  During  fiscal  1965  it  published  and  dis- 
tributed a  report  on  classroom  training  for  the  fiscal  years  1962-64, 
which  helped  Treasury  bureaus  evaluate  their  training  efforts.  The 
report  reflected  a  heavy  emphasis  on  technical  training  in  the 
Department,  a  steady  growth  in  employee  training  in  bureaus  other 
than  IRS,  and  a  significant  increase  in  training  at  other  Government 
agencies  and  non- Government  facilities  by  most  Treasury  biu-eaus. 

Incentive  awards  program 

In  support  of  the  President's  program  to  reduce  costs  and  improve 
productivity,  all  Treasury  bureaus  were  encouraged  to  increase  their 
emphasis  on  employee  suggestions  and  all  phases  of  the  incentive 
awards  program.  Suggestions  received  in  fiscal  1965  increased  by  68 
percent;  adopted  suggestions  increased  by  64  percent;  and  estimated 
first-year  benefits  from  the  suggestion  program  increased  by  96 
percent  to  a  total  of  $1,182,835.  The  number  of  performance  awards 
and  quality  pay  increases  also  rose.  Total  estimated  benefits  from 
all  phases  of  the  incentive  awards  program  amounted  to  over  $3.3 
million. 

On  September  2,  1964,  the  First  Annual  Treasury  Awards  Ceremony 
was  held  at  which  236  employees  were  recognized  for  their  outstand- 
ing service  and  significant  contributions  to  Treasury  operations 
during  fiscal  1964.  Treasury's  two  top  awards,  for  Exceptional 
Service  or  Meritorious  Service,  went  to  44  employees.  Thirty-four 
employees  received  recognition  for  outstanding  suggestions  or  service, 
and  144  in  the  Washington  area  were  cited  for  more  than  40  years  of 
Federal  service. 

Property  and  facilities  management 

The  number  of  excess  real  properties  disposed  of  during  the  past 
year  was  the  largest  since  the  inception  of  the  program.  Title  and 
descriptive  data  were  transmitted  to  GSA  regional  offices  on  41 
excess  real  properties  involving  442  acres  of  land  with  improvements 
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and  a  total  acquisition  cost  of  $1,250,000.  These  properties  will 
either  be  sold  by  GSA  with  the  proceeds  going  into  the  Treasury, 
transferred  to  other  Government  departments  for  further  use,  or 
conveyed  to  the  States  for  use  by  historical,  educational,  or  health 
institutions. 

Consolidation  of  space  was  achieved  in  a  number  of  Treasurv 
activities.  In  nine  cities,  single  locations  were  established  to  eliminate 
a  number  of  pre^'iously  separated  activities. 

In  26  different  locations  olhces  were  relocated  from  leased  to 
Government-owned  buildings,  which  will  result  in  annual  savings  of 
$22,000.     In  addition,  26  ollices  were  closed. 

The  Bureau  of  Narcotics  and  the  Washington  Secret  Service  Field 
Office  were  relocated  into  new  cj[uarters.  Additional  space  was  also 
obtained  for  the  IRS  National  Training  School  and  the  Bureau  of 
Customs  headquarters. 

Personal  property  determined  excess  during  the  fiscal  year  exceeded 
$9.4  million.  Diu'ing  the  same  period,  $559,000  of  excess  property 
was  reassigned  for  further  utilization  within  the  Department.  Prop- 
erty transferred  to  other  Federal  agencies  totaled  $3.2  million  and,  in 
turn,  Treasury  received  $6.6  million  of  excess  property  from  other 
Federal  agencies  without  reimbursement. 

Safety  program 

Figm-es  for  the  calendar  year  1964  indicated  that  Treasury's  dis- 
abling injury  frequency  rate  (the  number  of  lost- time  injuries  per 
million  man-hours  worked)  was  somewhat  higher  than  the  rates  of 
recent  years.  However,  it  still  remains  considerably  below  the 
all-Federal  rate,  indicating  the  continuing  effectiveness  of  this 
program. 

To  maintain  interest  in  the  program,  a  safety  emblem  contest  was 
sponsored  by  the  Treasmy  Safety  Council  with  532  Treasmy  em- 
ployees submitting  1,150  different  designs.  An  emblem  was  selected 
and  has  been  adopted  by  the  Treasury  Safety  Council  for  use  in 
promoting  safety  awareness  throughout  the  Department. 

On  February  24,  1965,  the  Secretary  of  the  Treasmy  issued  Ad- 
ministrative Circular  No.  125,  transmitting  President  Johnson's 
memorandum  of  February  16,  1965,  announcing  the  initiation  of 
Mission  SAFETY-70.  This  is  a  new  program  to  reduce  Federal 
work  injm-ies  and  costs,  year  by  year,  until  a  total  30  percent  reduc- 
tion is  achieved  by  1970.  On  May  7,  1965,  Secretary  Fowler  met 
with  the  heads  of  Treasury  bureaus  to  discuss  their  plans  to  implement 
Mission  SAFETY-70.  At  the  meeting  bureau  heads  reported  to 
the  Secretary  on  their  plans  for  the  balance  of  calendar  year  1965. 
The  Secretary  stated  that  he  had  assured  the  President  that  Treasmy 
woidd  achieve  a  2.6  injury  frequency  rate  by  1970  and  that  he  ex- 
pected the  support  of  each  bureau  in  this  achievement. 

Office  of  the  Comptroller  of  the  Currency 

The  Comptroller  of  the  Currency,  as  the  Administrator  of  the 
National  Banking  System,  is  charged  with  the  responsibility  of 
maintaining  the  public's  confidence  in  the  System  by  sustaining  the 
banks'  solvency  and  liquidity.     An  equally  important  public  objec- 
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live  is  to  fashion  the  controls  over  banking  so  that  banks  may  have 
the  discretionary  power  to  adapt  their  operations  sensitively  and 
efficiently  to  the  needs  of  a  growing  economy. 

The  banking  structure  that  is  most  ideal  in  terms  of  the  public 
need  will  vary  with  the  changing  requirements  for  banking  services 
and  facilities.  In  our  prosperous  society  these  changes  are  constant, 
far-reaching,  and  of  compeUing  importance.  Increases  in  personal 
income  and  population  affect  the  volume  of  savings  seeking  productive 
uses.  The  growth  of  capital  and  advances  in  technology  bring  new 
products  and  new  industries.  These,  in  turn,  often  give  rise  to  new 
communities  and  shifts  of  population.  Population  movements  are 
further  accelerated  as  income  levels  rise  and  permit  the  purchase  of 
new  homes.  All  of  these  factors  have  worked  to  produce  demands 
for  additional  types  of  banking  services  and  for  banking  facilities  at 
new  locations. 

During  the  period  from  1961  to  mid-1965,  the  Nation  enjoyed  its 
longest  peacetime  economic  expansion  in  history.  Real  gross  national 
product  was  17  percent  higher  in  1964  than  in  1960.  Population 
continued  to  grow  at  a  much  higher  rate  than  dm'ing  the  economically 
depressed  1930's. 

The  number  of  commercial  banking  offices  increased  by  18.5  percent 
during  the  years  1961-64,  compared  with  a  12.9  percent  increase  in 
1957-60,  and  an  8.7  percent  increase  in  1953-56.  The  1961-64 
expansion  occurred  in  response  to  the  banking  needs  generated  by  the 
economic  growth  of  the  years. 

The  102d  Annual  Report  of  the  Comptroller  of  the  Currency  contains 
a  statement  of  policy  on  the  evolution  of  the  banking  structure,  the 
texts  of  merger  decisions,  and  summaries  of  litigation.  Information 
relating  to  administrative  matters,  including  a  comparative  statement 
of  assessment  and  other  operating  income,  and  of  financial  operations, 
from  1958-64  is  also  given.  The  1964  report  continues  the  innova- 
tions of  the  1963  report  by  presenting  the  Comptroller's  principal 
addresses,  his  testimony  before  congressional  committees,  selected 
correspondence,  and  new  rulings  and  interpretations. 

Management  improvement 

Where  economy  or  effectiveness  warrants,  the  policy  of  decentral- 
ization of  duties  has  been  continued.  The  14  regional  comptrollers 
were  given  additional  discretionary  functions  formerly  reserved  to 
the  Washington  office.  Attorneys  were  assigned  to  several  regional 
headquarters,  resulting  in  more  immediate  and  frequent  transmission 
of  Office  opinion  to  bankers  and  other  interested  parties.  The 
regional  offices  have  assumed  the  responsibility  for  examining  travel 
vouchers  and  reviewing  certain  aspects  of  bank  examination  reports. 
The  performance  of  these  functions  was  improved  by  their  allocation 
to  points  closer  to  the  traveling  force  and  the  bankers,  and  effected  a 
substantial  saving  in  time  and  money.  New  travel  regulations, 
providing  more  equitable  reimbursement  to  the  force,  also  yielded 
considerable  savings. 

The  Office  conducted  a  one-week  program  in  which  regional  per- 
sonnel were  instructed  in  the  performance  of  their  new  duties.  An 
illuminating  side  effect  of  this  school  was  the  discussion  of  problems 
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common  to  both  Washington  and  regional  personnel.  In  addition, 
increased  Washington-region  communication  at  the  highest  levels  has 
succeeded  in  establishing  a  common  concern  for  efficiency.  Regional 
visits  by  high-echelon  members  of  the  Washington  staff,  including 
Deputy  Comptrollers,  economists,  and  attorneys,  as  well  as  regional 
comptrollers'  conferences,  have  been  successful  in  bringing  about  this 
objective. 

The  Bureau  of  Accounts  Audit  Staff  conducted  an  independent 
audit  of  the  financial  statements  and  supporting  records  of  the  Office 
of  the  Comptroller  of  the  Currency  for  the  calendar  year  1963,  and 
one  for  1964  was  in  progress  at  the  end  of  the  fiscal  year. 

Status  of  national  banks 

The  result  of  the  effort  to  broaden  the  opportunities  for  national 
banks  and  enable  them  to  meet  the  demands  of  commerce  and  industry 
is  shown  in  the  accompanying  record  of  bank  performance.  In 
December  1964,  there  were  4,780  commercial  banks  under  the  super- 
vision of  the  Comptroller  of  the  Currency,  including  7  nonnational 
banks  in  the  District  of  Columbia,  an  increase  of  3.4  percent  since 
1963.  During  the  year  there  were  232  national  bank  charters  issued, 
of  which  205  were  primary  organizations  and  27  were  conversions 
from  State  banks;  782  branches  were  opened  of  which  60.6  percent, 
or  474,  were  located  in  communities  vvith  a  population  of  less  than 
25,000,  and  30.6  percent,  or  239,  belonged  to  banks  with  total  re- 
sources of  less  than  $25  million. 

The  assets  of  national  banks  grew  11.7  percent.  Loans  and 
discounts  registered  a  14.6  percent  increase  over  1963  and  grew  from 
49.0  percent  to  50.3  percent  of  the  total  assets.  Securities  displayed 
an  increment  of  4.2  percent  but  as  a  percentage  of  total  assets,  secu- 
rities dropped  from  30.6  in  1963  to  28.6  in  1964.  U.S.  Government 
securities  increased  0.4  percent;  however,  their  percentage  of  total 
assets  decreased  from  19.6  to  17.6.  On  the  other  hand.  State  and 
local  obligations  rose  from  9.6  percent  to  9.8  percent  of  total  assets. 
This  increase  in  loans  and  discounts,  as  contrasted  with  the  relative 
decrease  in  securities  holdings,  reflected  the  brisk  demand  for  loans 
from  the  private  sector  of  the  economy. 
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Number  of  national  banks  and  banking  offices,  by  States,  June  30,  1966 


National  banks 

Nmnbcr 

of  branches 

of  national 

banks 

Number 
of  national 

state 

Total 

Unit 

With 
branches 

banking 
offices  ' 

United  States  2 

4,803 

3,521 

1,282 

8,254 

13, 057 

Alabama                                  

84 
5 
4 

65 

94 
117 

27 

5 

8 

192 

54 
2 

9 

415 

125 

102 

170 

81 

47 

21 

50 

94 

97 

193 

34 

96 

48 

125 

3 

50 

147 

34 

198 

30 

42 

223 

222 

12 

377 

4 

24 

33 

75 

544 

13 

27 

121 

31 

79 

110 

39 

1 

59 
0 
1 

40 

60 

117 

11 

3 

n 

192 

30 

0 

3 

415 

64 

80 

146 

40 

17 

8 

24 

33 

42 

191 

9 

82 

48 

108 

1 

32 

52 

16 

105 

9 

37 

97 

197 

7 

230 

0 

5 

28 

28 

544 

9 

18 

53 

14 

79 

98 

39 

0 

25 

5 

3 

25 

34 

0 

16 

2 

8 

0 

24 

2 

6 

0 

61 

22 

24 

41 

30 

13 

26 

61 

55 

2 

25 

14 

0 

17 

2 

18 

95 

18 

93 

21 

5 

126 

25 

5 

147 

4 

19 

5 

47 

0 

4 

9 

68 

17 

0 

12 

0 

1 

no 

38 

168 

53 

1.681 

0 

158 

4 

46 

0 

103 

39 

91 

0 

247 

24 

24 

117 

127 

65 

177 

312 

377 

6 

48 

14 

0 

17 

32 

22 

406 

49 

792 

256 

5 

489 

25 

203 

752 

53 

168 

35 

185 

0 

54 

27 

299 

330 

0 

24 

0 

2 

194 

Alaska                                

43 

Arizona         .            .  .              

172 

Arkansas                                    

118 

California                         

1,775 

Colorado                  - 

117 

Connecticut                              

185 

Delaware                             

9 

District  of  Columbia 

54 

Florida  .  .     

192 

Georgia                               -  -- 

157 

Hawaii                           -  ._ 

41 

Idaho 

100 

Illinois                                  

415 

Indiana 

372 

Iowa 

126 

Kansas                                   

194 

Kentucky                         -  -- 

198 

Louisiana 

174 

Maine.  .             .  .. 

86 

Maryland                           

227 

Massachusetts  ..-_..    -. 

406 

Michigan 

474 

Minnesota       .                    

199 

Mississippi                    

82 

Missouri .      _. ..    - 

110 

Montana                                    

48 

Nebraska      . . 

142 

Nevada        .        ._          

35 

New  Hampshire 

72 

New  Jersey 

553 

New  Mexico _. 

83 

New  York...  ...  . 

990 

North  Carolina                     .  . 

286 

North  Dakota                 __  . 

47 

Ohio                    

712 

Oklahoma                                 

247 

Oregon 

215 

Pennsylvania.  ..    .. 

1.129 

Rhode  Island 

57 

South  Carolina 

192 

South  Dakota                ... 

68 

Tennessee    .    

260 

Texas 

544 

Utah 

Vermont 

Virginia ..  .     .. 

67 

54 

420 

Washington 

West  Virginia  ..    _. ...     . 

Wisconsin 

Wyoming 

361 

79 

134 

39 

Virgin  Islands.               

3 

D.C.-all  4 

15 

1 

14 

81 

96 

1  Number  of  banking  offices  is  the  sum  of  total  national  banks  and  number  of  branches  of  national  banks. 

2  Includes  Virgin  Islands. 

2  Includes  Deposit  Insurance  National  Bank  of  Dell  City,  Tex.,  and  Deposit  Insurance  National  Bank  of 
Newport  News,  Va.— organized  under  Section  11  of  the  Federal  Deposit  Insurance  Act— to  operate  no 
longer  than  a  two-year  period. 

4  Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by 
the  Comptroller  of  the  Currency. 
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Assets,  liabilities,  and  capital  accounts  of  national  banks  on  June  SO,  1964,  December 

61,  1964,  (i^nd  June  60,  1965 
[In  millions  of  dollars] 


Item 


June  30,  1964 
(4,702  banks) 


Dec.  31,  1964 
(4,773  banks) 


June  30, 1965 
(4,803  banks) 


Assets 
Loans  and  discounts 

U.S.  Government  securities,  direct  and  guaranteed 

Securities  of  States  and  political  subdivisions 

Other  bonds,  notes,  and  debentures 

Total  loans  and  securities 

Federal  funds  sold 

Direct  lease  financing 

Balances  with  other  banks,  and  cash  items  in  process  of  collec- 
tion  --. 

Fi.\ed  assets _ 

Customers'  liabiUty  on  acceptances  outstanding 

Other  assets 

Total  assets 

Ll.\BIHTIES 

Demand  deposits  of  individuals,  partnerships,  and  corpora- 
tions  -._ 

Time  and  savings  deposits  of  individuals,  partnerships,  and 

corporations 

Deposits  of  U.S.  Government 

Deposits  of  States  and  political  subdivisions 

Deposits  of  banks 

Certified  and  officers'  checks 

Total  deposits 

Demand  deposits 

Time  and  savings  deposits 

Rediscounts  and  other  liabilities  for  borrowed  money 

Federal  funds  purchased 

Acceptances  e.xecuted  by  or  for  account  of  banks  and  outstand- 
ing  

Other  liabilities.. 

Total  liabilities. 

Capital  Accounts 
Debentiu'es 

Capital  stock,  total 

Common  stock 

Preferred  stock.. 

Surplus 

Undivided  profits 

Reserves 

Total  capital  accoimts. 

Total  liabilities  and  capital  accounts 


88,  519 

31,  551 

17,  591 

2,191 


95,  577 

33,  537 

18,  592 

2,237 


139, 852 


149, 943 


761 
47 

29,  513 

2,683 

609 

1,642 


821 
81 

34,  066 

2,789 

652 

1,760 


175, 107 


190, 113 


66, 030 

61, 000 
5,999 

12,228 
8,648 
2,075 


74, 200 

64,  763 

3,787 

13,  647 

10,  733 

2,486 


155, 980 


169, 617 


89, 681 

66,299 

79 

787 

620 
3,344 


98, 660 

70, 957 

299 

827 

666 
3,656 


160, 810 


175, 065 


304 


475 


4,190 


4,314 


4,162 

28 


4,  286 
28 


6,950 

2,491 

362 


7,207 

2,657 

393 


14,297 


15,  048 


175, 107 


190, 113 


102, 059 

30, 323 

20,  460 

2,439 


155,281 


1.059 
188 

31,  595 

2,893 

723 

1,860 


193,  599 


68,  987 

69, 931 

6,912 

13,  941 

9,408 
2.  349 


171,  528 


94,  826 

76,  702 

603 

959 

732 
3,924 


177,  746 


814 


4,607 


4,578 
29 


7,311 

2,741 

380 


15, 853 


193, 599 
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Bureau  of  Customs 

The  major  responsibility  of  the  Bureau  of  Customs  is  to  administer 
the  Tariff  Act  of  1930,  as  amended.  Primary  duties  include  the 
assessment  and  collection  of  all  duties,  taxes,  and  fees  on  imported 
merchandise,  the  enforcement  of  customs  and  related  laws,  and  the 
administration  of  certain  navigation  laws  and  treaties.  As  an  en- 
forcement organization,  it  engages  in  combating  smuggling  and 
frauds  on  the  revenue  and  enforces  the  regulations  of  numerous  other 
Federal  agencies. 

Management  improvement  program 

Special  search  for  economies. — During  fiscal  1965,  intensive  efforts 
were  made  to  initiate  improvements  to  cope  with  increasing  workloads. 
These  improvements,  when  fully  effective,  are  expected  to  result  in 
savings  and  cost  avoidance  estimated  at  more  than  $1,204,700. 
Over  40  percent  of  the  total  savings  realized  resulted  from  progressive 
policies  and  measures  for  reducing  backlogs.  One  substantial  re- 
duction, amounting  to  a  cost  avoidance  of  approximately  $350,000 
was  effected  by  special  administrative  instructions  concerning  un- 
appraised  invoices  on  hand  over  30  days  and  filed  prior  to  August 
31,  1963. 

Management  surveys. — An  Evaluation  of  Mission,  Organization  and 
Management  of  the  Bureau  of  Customs,  a  major  management  survey, 
was  released  on  March  21,  1965.  In  the  implementation  of  recom- 
mendations in  this  report,  the  President  on  March  25,  1965,  submitted 
Reorganization  Plan  Number  One  of  1965  to  the  Congress.  Under 
this  plan  which  became  effective  May  25,  1965,  all  positions  previously 
filled  by  Presidential  appointment  in  the  Bureau  of  Customs  are  to 
be  abolished. 

The  President's  plan  permits  a  major  reorganization  of  the  customs 
field  structure  during  the  coming  year  in  which  administrative  and 
some  supervisory  functions  will  be  consolidated  in  nine  regional 
headquarters.  This  will  residt  in  a  reduction  in  the  number  of 
district  offices  and  release  their  personnel  to  provide  improved  service 
to  the  importing  and  traveling  public.  The  reorganization,  begun 
in  fiscal  1965,  is  essential  because  of  the  Bureau's  expanding  workload 
from  increased  trade  and  travel. 

Much  of  the  management  activity  thi'oughout  the  year  was  con- 
centrated on  implementing  Treasury  Order  No.  165-15,  effective 
October  1,  1964^  Better  functional  supervision  of  the  major  field 
programs  was  achieved  by  Bureau  headquarters  reorganization  which 
established  four  major  offices  in  lieu  of  seven  divisions;  and  by  certain 
transfers  of  functions  and  delineations  of  responsibilities  to  improve 
operational  direction  and  technical  advice  to  field  offices.  A  savings 
of  $75,000  was  realized  by  the  adoption  of  random  sampling  to  verify 
liquidated  formal  entries  and  by  improving  the  review  of  these  entries 
under  an  internal  check  system  in  the  collectors  offices. 

Essential  features  of  an  improved  and  expanding  Training  and 
Career  Development  Program  adopted  recently  include:  A  Training 
and  Career  Development  Council  in  Bm'eau  headquarters  to  assist 


>  See  exhibit  70. 
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in  plannino;  and  carrying  out  a  Bureauwide  Career  Development  and 
Executive  Development  Progi'am;  an  Executive  Evaluation  Board  to 
review  the  qualifications  of  applicants  for  middle  management  and 
executive  positions;  a  Servicewide  Management  Intern  Training 
Program  to  provide  trained  people  for  future  assignments;  and  an 
intensified  Reports  Analysis  Program  in  the  Bureau  headquarters 
which  will  be  a  continuing  progi'am  covering  all  customs  field  activity 
reports  which  are  prepared  to  identify,  correct,  or  eliminate  weak- 
nesses and  problems  in  field  activities.  Significant  management 
improvements  made  at  local  offices  and  having  possible  application 
at  other  ports  are  given  servicewide  circulation  through  the  periodical 
"Management  Progress  Digest."  This  digest  summarizes  local 
improvements  and  makes  provision  for  furnishing  more  detailed 
information  to  interested  offices. 

Liquidation  of  entries. — During  fiscal  1965,  for  the  fourth  con- 
secutive year,  the  backlog  of  formal  entries  ready  for  tentative 
liquidation  was  reduced  very  substantiallv.  The  number  of  entries 
decreased  50.7  percent  from  1964  to  144,000  on  June  30,  1965.  This 
reduction  was  achieved  by  introducing  new  simplified  liquidating 
procedures  and  by  reassigning  entries  to  districts  where  the  backlog 
had  been  eliminated. 

Facilitation  oj  international  trade. — The  number  of  ports  designated 
for  entering  antique  furniture,  claimed  free  of  duty  for  consumption, 
has  been  increased  from  10  ports  to  all  ports  in  24  collection  districts. 
The  designation  of  these  additional  ports  by  the  Secretary  of  the 
Treasury  improves  customs  service  to  the  importing  public  and  better 
equalizes  the  examination  workload  of  customs  officers. 

The  sections  of  the  Customs  Regulations  pertaining  to  the  admin- 
istration of  the  Antidumping  Act  of  1921  have  been  amended.  The 
amended  regulations  make  Government  policy  on  antidumping  claims 
more  explicit  and  provide  exporters,  importers,  and  domestic  industry 
representatives  with  additional  information  regarding  evidence  pro- 
duced by  interested  persons  to  show  either  the  existence  or  nonexis- 
tence of  sales  at  less  than  fair  value. 

An  intransit  manifest  developed  jointly  by  Customs  officials  of  the 
United  States  and  Canada,  may  now  be  used  to  document  merchandise 
moving  in  bond  from  the  port  of  origin  to  the  port  of  destination 
through  either  country.  The  new  procedures  permit  bonded  ship- 
ments to  transit  either  country  two  or  more  times  without  additional 
documentation  if  the  movement  is  continuous  from  the  original  port 
of  entry  to  the  ultimate  destination. 

Delegations  of  authority. — The  authority  of  the  Commissioner  of 
Customs  to  sign  any  decision  with  respect  to  claims,  fines,  or  penalties 
(including  forfeitures)  arising  from  violations  of  Customs  laws  was 
increased  from  $20,000  to  $100,000,  by  a  recent  Treasury  Decision. 
This  permits  more  expeditious  settlement  of  many  major  penalty  cases 
and  reduces  the  number  of  cases  referred  to  the  Secretary's  office  for 
decision. 

To  improve  and  facilitate  administration  of  vessels  documented  in 
the  United  States,  collectors  of  customs  have  been  authorized  to  dele- 
gate authority  to  deputy  collectors  in  charge  of  ports  of  entry  to  waive 
requirement  for  production  of  recordable  instruments  of  conveyance 
and  approve  designation  of  home  ports. 
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Collectors  of  customs  also  were  granted  authority  to  satisfy  claims 
of  error  in  admeasurement  procedure  when  the  claimant  and  the 
collector  are  in  agreement  with  respect  to:  The  error;  the  assigned 
tonnage;  and  the  action  to  be  taken.  When  there  is  an  unresolved 
question,  the  Commissioner  of  Customs  will  make  the  decision.  This 
change  will  expedite  processing  claims  of  error  and  adjustment  of 
tonnage  without  jeopardizing  the  claimant's  right  to  appeal  when 
there  is  a  disagreement. 

Legislation. — On  June  30,  1965,  the  Congress  enacted  major  changes' 
in  the  tourist  exemption  law  for  returning  residents  to  be  effective  on 
October  1,  1965.  The  amendments  include:  The  elimination  of  the 
privilege  of  allowing  "articles  to  follow,"  declared  at  the  time  the 
traveler  returns  to  the  United  States,  to  be  later  admitted  free  of 
duty  within  his  exemption ;  retention  of  the  returning  resident's  exemp- 
tion in  the  amount  of  $100  based  on  the  aggregate  fair  retail  value  of 
the  articles  rather  than  on  wholesale  value;  a  provision  for  a  $200 
exemption  in  the  case  of  residents  arriving  from  American  Samoa, 
Guam,  and  the  Virgin  Islands  of  the  United  States  of  which  no  more 
than  $100  may  be  acquired  elsewhere  than  in  the  islands;  a  reduction 
from  one  gallon  of  alcoholic  beverages  per  person  to  one  quart  per 
adult  resident  \\dth  the  exception  of  residents  returning  from  specified 
insular  possessions  who  retain  the  one  gallon  exemption  provided  that 
no  more  than  one  quart  is  acquired  elsewhere  than  in  the  islands ;  and 
a  pro^dsion  that  the  dollar  value  of  the  exemptions  allowable  under 
the  $10  gift  section  of  the  tariff  act  be  computed  on  the  basis  of  the 
aggregate  fair  retail  value  in  the  country  of  shipment  of  the  articles. 

The  elimination  of  the  "articles  to  follow"  privilege  will  result  in 
some  savings  to  Customs. 

Fees  and  charges. — As  part  of  the  program  to  insure  that  special 
services  are  as  self-sustaining  as  possible,  the  fees  charged  for  such 
services  were  reviewed.  As  a  result,  it  was  determined  that  three 
fees  were  no  longer  adequate  to  recover  the  cost  of  the  services  and 
were  increased. 

A  $6.00  fee  was  set  to  recover  the  administrative  and  overhead 
costs  involved  in  processing  and  issuing  a  yacht  commission.  For- 
merly, any  vessel  belonging  to  a  regularly  organized  and  incorporated 
yacht  club,  licensed  as  a  yacht,  and  meeting  certain  other  require- 
ments could,  upon  application,  receive  a  free  commission  which 
identified  the  yacht  and  its  owner  during  one  foreign  voyage. 

Training  and  orientation. — During  fiscal  1965  technical  training 
was  provided  to  inspectors,  examiners,  agents,  and  port  investigators 
in  field  procedures  as  well  as  to  management  officials  in  the  Bureau 
headquarters.  Within  the  orientation  program,  22  new  headquarters 
employees  participated. 

As  part  of  the  development  and  refinement  of  a  servicewide  training 
course  for  all  new  customs  inspectors,  a  permanent  staff  of  instructors 
was  recruited  and  trained.  The  course  was  shortened  from  6  weeks 
to  4  weeks  primarily  by  providing  orientation  material  to  participants 
before  the  course  began. 

1  Public  law  89-62. 
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Forms  management. — During  fiscal  1965,  31  customs  forms  were 
revised,  4  new  ones  established,  4  consolidated,  and  4  abolished.  A 
program  is  underway  to  revamp  the  local  forms  program  in  each 
field  office,  to  reduce  their  number  and  to  eliminate  unnecessary 
duplication.  Based  on  the  special  review  completed  during  fiscal 
1965  of  156  reporting  requirements  imposed  on  the  pubhc,  102  forms 
are  being  simplified  or  eliminated.  All  saleable  customs  forms  are 
being  reviewed  to  determme  whether  current  prices  are  adequate  to 
cover  costs  to  the  Bureau. 

Incentive  awards. — To  improve  the  effectiveness  of  employee 
participation  in  the  Bureau  of  Customs  Incentive  Awards  Program 
several  innovations  were  made.  The  Customs  Regulations  were 
revised  to  increase  the  authority  of  field  officers  to  consider  and 
evaluate  local  employee  suggestions;  the  average  time  required  to 
take  action  on  suggestions  in  the  Bureau  was  reduced  from  90  to 
60  days;  and  a  foUowup  system  was  established  to  insure  implementa- 
tion of  adopted  suggestions.  Tangible  savings  for  fiscal  1965  resulting 
from  adopted  suggestions  were  approximately  $72,000,  an  increase  of 
about  250  percent  over  fiscal  1964. 

Customs  cooperation  with  the  Agency  for  International  Development. — 
The  Bureau  of  Customs  and  the  AID  on  May  11,  1965,  signed  a 
Participating  Agency  Service  Agreement  (PASA)  for  a  customs 
technical  assistance  corps.  Under  the  terms  of  the  agreement,  AID 
wiU  reimburse  Customs  for  the  costs  of  recruiting  and  training  12 
customs  employees  for  overseas  technical  assistance  assignments  and 
for  the  costs  of  program  direction  and  support  for  the  AID  assistance 
projects.  The  training  period  will  be  for  approximately  one  year 
and  those  who  successfully  complete  the  course  will  be  expected  to 
serve  in  overseas  assignments  for  a  minimum  of  four  years.  Prior  to 
the  establishment  of  this  program,  each  request  from  AID  for  customs 
personnel  was  advertised  throughout  the  Customs  Service  and  the 
chosen  candidate  was  indoctrinated  by  AID  before  reporting  overseas. 
Under  this  program.  Customs  will  be  able  to  provide  well-qualified 
and  trained  Customs  employees  upon  request  by  AID,  without  the 
delays  formerly  encountered. 

During  the  fiscal  year,  in  cooperation  with  AID,  71  customs  officials 
from  19  foreign  countries  participated  in  a  Bureau  of  Customs  program 
of  training  which  included  meetings  with  key  officials  in  Bureau 
headquarters  to  discuss  management  and  technical  subjects  and  visits 
to  field  offices  to  observe  customs  operations. 

Work  related  to  cotton  textiles. — Upon  receipt  of  directives  issued  by 
the  President's  Cabmet  Textile  Advisory  Committee  under  the  Long- 
Term  Cotton  Textile  Arrangement,  Customs  implemented  and  ad- 
ministered 153  import  quotas  on  cotton  textiles  and  cotton  textile 
products  manufactured  or  produced  in  various  countries;  in  addition, 
special  visaed  invoice  requu'ements  were  enforced  on  cotton  textiles  in 
specific  categories  from  3  countries,  all  64  categories  in  the  case  of  1 
country  and  1  category  each  in  the  case  of  2  other  countries.  Weekly 
status  reports  on  all  the  quotas  and  weekly  cumulative  import  statis- 
tics on  merchandise  in  nine  categories  under  observation  were  furnished 
the  Interagency  Textile  Administrative  Committee  for  its  use. 

782-556—66 6 
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Collections 

Kevenue  collected  by  the  Customs  Service  during  fiscal  1965, 
reached  an  alltime  high  of  $2,062  million,  including  customs  duty 
collections,  excise  taxes  on  imported  merchandise  collected  for  the 
Internal  Revenue  Service,  and  certain  miscellaneous  collections. 
Larger  customs  collections  than  in  1964  were  reported  by  39  out  of  the 
45  customs  districts.  Collections  and  payments  by  customs  districts 
are  shown  in  table  24.  The  major  classes  of  all  collections  by  the 
Customs  Bureau  are  shown  in  table  25. 

More  than  36  percent  of  all  imports  into  the  United  States  during 
fiscal  1965  were  duty  free  and  included  commodities  imported  free  for 
Government  stockpile  purposes  or  authorized  by  special  acts  of 
Congress  for  free  entry.  The  remaining  64  percent  constituted  the 
basis  of  customs  duties  on  imports. 

Bureau  operations 

Carriers  and  'persons  entering. — More  than  181  million  persons  were 
subject  to  customs  inspection  in  fiscal  1965,  a  5.7  percent  increase  in 
carriers,  and  a  4  percent  increase  in  persons  entering  the  United  States. 
as  shown  in  tables  87  and  88. 

Entries  of  merchandise. — The  volume  and  value  of  imports  into  the 
United  States  continued  their  rise  in  fiscal  1965,  with  total  value 
reaching  $19.7  bilhon.  The  volume  and  type  of  entries  handled 
during  the  past  two  years  are  shown  in  table  85. 

Drawback  transactions. — Drawback  allowance  on  the  exportation  of 
merchandise  manufactured  from  imported  materials  and  for  certain 
other  export  transactions  usually  amounts  to  99  percent  of  the 
customs  duties  paid  at  the  time  the  goods  are  entered.  The  total 
drawback  paid  in  fiscal  1965  as  reflected  in  table  86  by  principal  com- 
modities was  $17,585,376. 

Appraisement  of  merchandise  (including  Customs  Information 
Exchange). — Invoices  filed  during  fiscal  1965  amounted  to  2,841,601, 
while  the  number  of  packages  examined  by  appraisers'  personnel 
totaled  1,875,027. 

The  backlog  of  un appraised  invoices  more  than  30  days  old  declined 
to  413,829,  a^decrease  of  24.8  percent  from  fiscal  1964.  During  the 
year,  3,203,000  individual  line  items  were  verified,  each  requu'ing  a 
verification  of  four  factors.  Of  these,  changes  were  made  in  roughly 
59  percent  of  the  verified  elements,  a  substantial  portion  of  which  were 
of  an  editorial  nature.  Substantive  changes  were  necessary  in  ap- 
proximately 20  percent  of  the  reports. 

Under  the  Antidumping  Act  of  1921,  as  amended  (19  U.S.C.  160- 
171),  22  complaints  were  received,  compared  with  27'"  in  fiscal  1964. 
The  disposal  of  30  cases  left  21  under  investigation  at  the  end  of  fiscal 
1965.  Five  cases  were  referred  to  the  U.S.  Tariff  Commission  for  a 
determination  as  to  possible  injury  to  American  industry.  Two 
findings  of  dumping  were  made.  Two  new  cases  of  countervailing 
duty  were  received,  and  three  were  closed. 
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One  new  case  involving  convict  labor  was  received  during  this  year 
and  none  were  closed. 

The  activities  of  the  Customs  Information  Exchange  in  New  York, 
N.Y.,  continued  at  approximately  the  same  high  level  as  that  of 
1964.  Appraisers'  reports  of  classification  and  value,  covering  a  cross 
section  of  imported  merchandise  received  at  each  port,  totaled  83,146 
compared  mth  79,000  in  1964. 

There  were  6,889  reports  of  value  differences  during  fiscal  1965  as 
compared  with  6,091  in  1964.  Differences  in  classification  totaled 
7,000  dming  1965  compared  with  6,947,  in  1964,  indicating  an  increase 
in  new  commodities  received. 

Detailed  investigations  abroad  to  obtain  information  for  appraise- 
ment increased  to  231  in  fiscal  1965. 

Technical  services. — The  9  district  laboratories  and  1  branch 
laboratory  of  the  Division  of  Technical  Services  analyzed  over  129,000 
samples  in  fiscal  1965.  Despite  changes  brought  about  by  Tariff 
Schedules  of  the  United  States  and  an  extensive  shipping  strike,  the 
laboratories  analyzed  almost  3,000  more  samples  than  during  the 
previous  year.  Most  of  these  were  submitted  to  the  laboratories  to 
assist  in  appraisement  and  tariff  classification.  Other  classes  analyzed 
were  seizm-es  (mainly  narcotics  and  other  prohibited  merchandise), 
samples  tested  for  other  Government  agencies,  and  preshipment 
samples  (submitted  by  importers  when  requesting  the  rate  of  duty 
on  a  prospective  import).  Extensive  research  was  carried  out  on 
tests  for  rubber  and  fluorspar. 

The  Division  of  Technical  Services  also  analyzed  cargo  sample 
weighing  data  to  assm'e  accuracy  and  precision  within  statistical 
control  limits. 

Final  approval  was  made  of  one  bulk  weighing  and  sampling  equip- 
ment installation  and  tentative  approval  given  for  another.  Installa- 
tion of  one  truck  scale  was  completed  and  another  is  in  progress  at 
Boston,  Mass.  Another  was  being  installed  in  New  York,  N.Y., 
at  the  end  of  the  fiscal  year. 

The  improvement  of  U.S.  border  stations  in  cooperation  mth 
the  Immigration  and  Naturalization  Service  was  continued.  Tlu'ee 
new  stations  were  completed,  two  occupied,  three  under  construction, 
and  contracts  awarded  for  seven  others  dm-ing  the  fiscal  year.  Con- 
struction plans  prepared  by  the  General  Services  Administration  for 
19  major  projects,  providing  space  for  Customs,  were  reviewed  and 
appropriate  changes  recommended.  Such  facilities  were  completed 
at  three  locations. 

Export  control. — The  following  table  compai'es  export  control 
activities  in  the  fiscal  years  1964  and  1965. 


Activity 


1964 


1965 


Percentage 
increase,  or 
decrease  (— ) 


Export  declarations  authenticated 

Stiipments  examined 

Number  of  seizures .. 

Value  of  seizures 

Export  control  employees 


5, 065, 217 

359, 097 

403 

$421,778 
218 


5,308,272 

465,  226 

360 

$336, 105 

245 


4.8 

29.6 

-10.7 

-20.3 

12.4 
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Protests  and  appeals. — Protests  filed  by  importers  against  the  rate 
and  amount  of  duty  assessed  and  appeals  for  reappraisement  filed  by 
importers  who  did  not  agree  with  appraisers  as  to  the  value  of  mer- 


chandise are  shown  in  the  following  table 


Protests  and  appeals 

1964 

1965 

Percentage 
increase,  or 
decrease  (— ) 

Protests: 

Filpii  with  collectors  bv  imoorters  (formal) -     - 

37,  050 
57, 586 
25, 700 

47, 445 
61,010 
24, 071 

28.1 

Filed  with  collectors  by  importers  (informal). 

5.9 

AnnpaR  fnr  rpannraisempnt  filed  with  collectors. 

-6.3 

Marine  activities. — During  fiscal  1965  one  meeting  of  the  Sub- 
committee on  Tonnage  Measurement  of  the  Maritime  Safety  Com- 
mittee of  the  Intergovernmental  Maritime  Consultative  Organization 
(IMCO)  and  one  meeting  of  its  working  group  were  held  in  London 
to  consider  matters  affecting  the  international  tonnage  measurement 
of  ships.  The  U.S.  delegation  to  each  meeting  was  led  by  a  Customs 
representative.  The  working  group  initiated  and  the  Subcommittee 
approved  a  computer  study  for  assessing  parameters  proposed  by 
various  nations  for  bases  for  a  universal  system  of  tonnage  measure- 
ment of  ships. 

A  customs  representative,  an  observer  for  the  United  States,  attended 
the  fh'st  full  conference  of  the  Convention  for  a  Uniform  System  of 
Tonnage  Measurement  of  Ships  since  that  convention  was  signed  at 
Oslo  on  June  10,  1947.  The  conference,  held  at  Oslo  in  May,  was 
attended  by  member  delegations  from  Denmark,  the  Federal  Republic 
of  Germany,  Finland.  France,  Iceland,  Israel,  the  Netherlands, 
Norway,  Poland,  and  Sweden.  Observers  represented  Italy,  Japan, 
and  the  United  Kingdom,  as  well  as  the  United  States;  IMCO,  the 
Panama  Canal,  and  five  classification  societies  were  also  represented 
by  observers. 

The  primary  purpose  of  the  conference  was  to  amend  the  tonnage 
measurement  regulations  to  implement  the  recommendations  on  the 
treatment  of  shelter-deck  and  other  "open"  spaces  adopted  by  the 
Third  Assembly  of  IMCO.  Identical  bills,  S.  906  and  H.R.  3351, 
sponsored  by  the  Treasury  Department  were  introduced  in  the  89th 
Congress  to  implement  the  recommendations  in  the  United  States. 

The  United  States  was  particularly  interested  in  the  consideration 
given  to  the  possible  relaxing  of  the  19-percent  limit  in  the  Oslo  Rules 
for  deductible  water-ballast  space. 

A  customs  representative  again  participated  in  the  work  of  the 
Group  of  Experts  established  by  IMCO  to  study  measures  to  facilitate 
maritime  travel  and  the  transport  of  goods  by  sea  at  its  fifth  and 
final  session,  January  18-22,  1965.  The  group  considered  the  com- 
ments and  proposals  made  by  governments  concerning  a  draft 
Convention  on  Facilitation  of  Maritime  Traffic,  a  draft  annex  to  that 
Convention,  and  certain  draft  resolutions. 

The  draft  Convention  is  intended  as  the  legal  foundation  for  the 
annex,  which  contains  a  number  of  detailed  technical  provisions  to 
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facilitate  maritime  traffic  and  prevent  unnecessary  delays  to  ships, 
passengers,  crews,  cargoes,  and  baggage  by  reducing  to  a  minimum  the 
formalities,  documentary  requirements,  and  procedures  required  in 
connection  with  arrivals  and  departures  of  ships  engaged  in  inter- 
national travel. 

The  group  prepared  reports  on  the  drafts  for  the  International 
Conference  on  Facilitation  of  Maritime  Travel  and  Transport. 

The  International  Conference  on  Facilitation  of  Maritime  Travel 
and  Transport,  under  the  auspices  of  IMCO,  convened  in  London  on 
March  24,  1965.  It  established  and  opened  for  acceptance  and 
signature  the  Convention  and  annex  referred  to  in  the  paragraph 
above.  The  annex  consists  of  standards  and  recommended  practices 
to  be  followed  by  governmental  authorities  with  a  view  to  facilitating 
maritime  traffic  and  simplification  of  the  formalities,  documentary 
requirements,  and  procedures  in  connection  with  arrivals  and 
departures  of  ships  on  international  voyages.  The  Conference  was 
attended  by  delegates  from  57  countries,  observers  from  11,  as  well 
as  representatives  from  various  intergovernmental  and  nongovern- 
mental organizations.  The  18-member  U.S.  delegation  was  led  by  a 
Customs  representative  and  included  other  Treasiu"y  and  congressional 
representatives. 

The  Conference  adopted  various  recommendations  designed  to 
furthur  the  purposes  of  the  Convention  and  its  annex  and  to  provide 
for  future  work  in  facilitating  maritime  traffic. 

A  Customs  representative  also  led  the  U.S.  delegation  to  a  meeting 
of  the  Group  of  Experts  on  Facilitation  of  International  Waterborne 
Transportation  under  the  auspices  of  the  Organization  of  American 
States  (OAS)  at  Lima,  Peru,  from  April  20-24,  1965.  After  con- 
sideration of  the  comments  submitted  by  various  Governments  on 
a  preliminary  draft  of  an  annex  to  the  Convention  of  Mar  del  Plata 
signed  June  7,  1963,  by  a  number  of  countries  including  the  United 
States,  the  Group  prepared  the  final  draft.  This  draft  followed 
the  pattern  of  the  annex  adopted  by  the  IMCO  council  mentioned 
above. 

The  Permanent  Technical  Committee  on  Ports  met  following  the 
meeting  of  the  Group  of  Experts  and  adopted  the  draft  annex.  This 
Committee  proposed  that  a  special  Inter-American  Port  and  Harbor 
Conference  be  convened  to  consider  and  act  upon  their  recommenda- 
tions on  the  proposed  annex,  as  soon  as  the  Secretary-General  of  the 
OAS  determines  that  enough  member  governments  are  willing  to 
participate. 

Admeasurement.- — A  total  of  4,410  admeasurements  of  vessels  of  all 
sizes  and  types  for  all  ports  were  completed  during  fiscal  1965.  In 
addition  there  were  360  readmeasurements  and  adjustments  of 
tonnages  of  vessels.  The  total  admeasurements  for  the  2  years  were 
4,770  and  4,544,  respectively. 

At  the  end  of  fiscal  1965,  there  were  343  pending  applications  for 
measurements  of  commercial  vessels  and  310  pending  applications 
for  yachts. 

Documentation. — Vessels  in  the  American  merchant  marine  docu- 
mented for  commercial  use  increased  to  46,604  in  fiscal  1965  while 
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those  documented  as  yachts  rose  to  12,344.  The  following  table 
compares  the  volume  of  marine  documentation  during  fiscal  years 
1964  and  1965. 


Activity 


Total  vessels  documented  at  end  of  year 

Documents  issued  (registers,  enrollments,  and  licenses) 

Licenses  renewed  and  changes  of  master  endorsed 

Mortgages,  satisfactions,  notices  of  lien,  bills  of  sale,  abstracts 

of  title,  and  other  instruments  of  title  recorded 

Abstracts  of  title  and  certificates  of  ownership  issued 

Certificates  and  permits 

Name  changes 


1964 


56, 549 
18, 984 
62, 324 

16, 503 
7,311 
1,550 
1,515 


1965 


58, 948 
19, 205 
53. 841 

17,542 
7,744 
1,632 
1,536 


Percentage 
increase 


4.2 
1.2 
2.9 

6.3 
5.9 
6.3 
1.4 


Legislation. — Treasury  Department  sponsored  bills  were  introduced 
in  the  89th  Congress  to  simplify  the  admeasurement  of  small  vessels 
and  to  amend  the  laws  relating  to  admeasurement  to  permit  imple- 
mentation by  the  United  States  of  the  recommendations  adopted  by 
the  Assembly  of  the  IMCO  on  the  treatment  of  shelter-deck  and 
other  "open"  spaces. 

Legislation  was  again  proposed  to  repeal  and  amend  certain  statutes 
to  permit  the  fixing  of  charges  for  various  services  rendered  the  public 
under  the  navigation  laws  on  the  basis  of  cost  to  the  Government. 
No  action  had  been  taken  on  these  bills  at  the  close  of  the  fiscal  year. 

The  Marine  Section  in  fiscal  1965  began  a  revision  of  the  codification 
of  the  navigation  laws  in  title  46,  United  States  Code,  which  the 
Bureau  of  Customs  administers. 

Tonnage  taxes. — Cyprus  and  Monaco  were  added  to  the  list  of 
nations  which  are  exempt  from  the  payment  of  special  tonnage  tax 
and  light  money. 

Waivers. — In  a  few  instances  waivers  of  the  coastwise  shipping 
laws  and  other  navigation  laws  in  the  interest  of  national  defense 
were  issued  upon  the  request  of  the  Assistant  Secretary  of  Defense 
or  the  heads  of  other  agencies  of  the  Government.  Novel  among 
these  was  a  waiver  of  certain  of  the  navigation  laws  upon  request  of 
the  Assistant  Secretary  of  Defense  to  permit  the  experimental  use  of 
two  foreign-built  hovercraft  by  the  City  of  Oakland,  Calif.,  between 
points  in  the  San  Francisco  Bay  area  for  a  period  of  20  months. 

Entry,  clearance,  and  use  oj  vessels. — Appropriate  instructions  were 
issued:  To  insure  observance  of  the  time  limitations  for  the  filing  of 
applications  for  relief  from  duties  assessed  on  the  costs  of  repairs  to 
and  equipment  for  vessels  of  the  United  States  obtained  in  foreign 
countries;  to  restate  the  requirements  applicable  to  the  landing  of  fish 
by  foreign-flag  vessels  in  U.S.  ports  in  certain  circumstances;  to  update 
and  combine  in  one  cii"cular  the  list  of  countries  having  ratified  and 
acceded  to  the  International  Load  Line  Convention  of  1930;  and  to 
restate  the  reqim-ement  that  an  unmanned  barge  under  American 
registry  must  be  accompanied  on  a  foreign  voyage  by  the  master  whose 
name  is  endorsed  on  its  register. 

The  following  table  compares  entrances  and  clearances  of  vessels 
in  fiscal  year  1965  with  1964. 
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Vessel  movements 

1964 

1965 

Percentage 
increase,  or 
decrease  (— ) 

Entrances: 

Direct  from  foreign  ports 

48, 651 
40, 172 

49,426 
38, 071 

1.6 

Via  otlier  domestic  ports _.. 

—5.2 

Total 

88,823 

87, 497 

—1.5 

Clearances: 

Direct  to  foreign  ports 

47,386 
40, 091 

47,954 
37, 936 

1.2 

Via  other  domestic  ports ._.  ... 

-5.4 

Total 

87,477 

85,890 

-1.8 

Law  enforcement  and  investigative  activities 

On  May  20,  1964,  legislation  was  enacted  (16  U.S.C.  1081-1085) 
"To  prohibit  fishing  in  territorial  waters  of  the  United  States  and  in 
certain  other  areas  by  vessels  other  than  vessels  of  the  United  States 
and  by  persons  in  charge  of  such  vessels."  Interim  procedui'es  for 
the  enforcement  of  this  law  were  issued  by  the  Bm"eau  of  Customs 
dui'ing  fiscal  1965. 

Investigations  completed. — The  Customs  Agency  Service  completed 
21,019  investigations  during  fiscal  1965.  The  number  and  types  of 
cases  investigated  during  fiscal  years  1964  and  1965  under  customs, 
navigation,  and  related  laws  administered  and  enforced  by  Customs 
are  shown  in  table  90, 

The  most  active  enforcement  regions  were:  Western  (headquarters 
at  Los  Angeles,  Calif.),  with  1,163  arrests  and  591  convictions;  South- 
western (headquarters  at  Houston,  Tex.),  with  616  arrests  and  258 
convictions;  and  Northeastern  (headquarters  at  New  York,  N.Y.), 
with  284  arrests  and  34  convictions. 

The  following  table  shows  the  number  of  arrests  and  dispositions 
thereof  during  fiscal  years  1964  and  1965. 


Activity 


1964 


1965 


Percentage 
increase,  or 
decrease  (— ) 


Under  or  awaiting  indictment  at  beginning  of  year. 

Arrests 

Turned  over  to  other  agencies 

Prosecutions  declined 

Not  indicted 

Convictions 

Dismissals  and  acquittals 

NoUe  prossed 

Under  or  awaiting  indictment  at  end  of  year 


'620 

1,801 

386 

338 

14 

780 

115 

'20 

'768 


768 

2,205 

412 

354 

2 

944 

123 

29 

1,109 


23.9 

22.4 

6.7 

4.7 

-85.7 

21.0 

7.0 

45.0 

44.4 


'  Revised. 


Cooperation  with  other  officers. — Officers  of  the  Customs  Agency 
Service  cooperated  with  Federal,  State,  and  local  law  enforcement 
agencies  and  with  officials  of  foreign  governments  in  7,769  cases 
compared  with  5,470'"  last  year. 


'Revised. 
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Seizures,  general. — A  total  of  7,836  seizures  (aside  from  those  of 
narcotics  and  other  drugs)  was  made  by  the  Customs  Agency  Service 
in  fiscal  1965,  having  an  appraised  value  of  $16,827,588,  while  fines 
and  penalties  associated  with  the  seizures  amounted  to  $19,441,763. 

Seizures,  narcotic  and  other  drugs.— The  substantial  mcrease  in 
marihuana  seizures  was  concentrated  on  the  California  border  and 
involved  gangs  of  Cuban  refugees  who  were  engaged  in  supplying  the 
eastern  market  tributary  to  New  York  City,  N.Y.,  and  Miami,  Fla. 

A  record  22  pounds  (9,979.20  gi-ams)  of  cocaine  from  ChUe  was 
seized  at  New  York  which  led  to  the  ultimate  arrest  of  seven  violators 
in  this  country  and  four  in  Chile.  Two  seizures  of  cocaine  made  at 
Miami  were  traced  back  to  a  violator  who  had  jumped  baU  in  that 
city  after  being  convicted  in  1961. 

The  largest  seizure  (34,629.53  grams)  of  French  heroin  ever  recorded 
on  the  Mexican  border  by  customs  officers  at  Laredo,  Tex.,  was 
reported  in  the  1964  annual  report,  page  89.  That  offense  implicated 
the  head  of  a  gang  with  powerful  political  connections  who  made 
every  effort  to  obstruct  justice  and  eventually  escaped  from  jail. 
However,  he  was  recaptured  and  with  three  associates  extradited  to 
the  United  States  where  trial  of  the  four  was  pending  at  the  end  of 
fiscal  1965. 

The  following  table  compares  seizures  of  narcotic  drugs  and  mar- 
ihuana in  1965  with  1964. 


Drug  seizures 


Fiscal  years 


1964 


1965 


Percentage 
increase,  or 
decrease  (— ) 


Narcotic  drugs  (weight  in  grams): 
Heroin 

Number  of  seizures 

Raw  opium 

Number  of  seizures 

Smoking  opium 

Number  of  seizures 

Others 

Number  of  seizures 

Marihuana: 

Bulk  (weight  in  kilograms)... 

Number  of  seizures 

Cigarettes  (number) 

Number  of  seizures 


'  41,  774.  73 

'210 

13, 021.  71 

8 
32, 734. 33 

17 
12, 919.  87 
'325 

'  3, 200.  726 
'584 
944 
'142 


11, 029.  24 

238 
15,511.12 

11 
15, 588.  26 

16 

16,  706. 37 

232 

4,339.897 
678 
841 
179 


-73.6 
13.3 
19.1 
37.5 

-52.4 

-5.9 

29.3 

-28.6 

35.6 

16.1 

-10.9 

26.1 


'  Revised. 


Work  of  foreign  offices. — Em-opean  offices  of  the  Bureau  supplied 
291  information  leads  which  resulted  in  98  seizures  having  an  appraised 
value  of  $136,000,  and  fines  and  penalties  amounting  to  $294,000. 
Customs  offices  in  the  Far  East  are  credited  with  31  seizures  having 
an  appraised  value  of  $825,000  and  fines  and  penalties  totaling 
$563,000. 

A  principal  activity  of  all  the  foreign  offices  was  the  investigation 
of  valuation  frauds.  Especially  common  in  the  Far  East  was  the 
overstating  of  nondutiable  components  of  inclusive  prices,  or  inventing 
fictitious  nondutiable  components.  Other  violations  included  failure 
to  declare  purchases  of  expensive  jewelry  and  clothing  and  the  wide- 
spread practice  by  which  foreign  sellers  declare  goods  sold  to  tourists 
as  unsoHcited  gifts. 


ADMINISTRATIVE    REPORTS  89 

A  significant  occurrence  during  fiscal  1965  was  the  trial  at  Los 
Angeles,  Calif.,  of  a  firm  which  had  gi-ossly  undervalued  over  30,000 
transistor  radios  imported  from  Japan  and  Okinawa,  Government 
agents  and  other  witnesses  were  brought  from  Japan,  New  York, 
and  Chicago.  Both  the  firm  and  its  vice  president  were  found 
guilty  and  fined  on  12  counts. 

Other  irregularities  included  misdeclarations  of  national  origin, 
involving  such  commodities  as  stockings  from  Yugoslavia,  mink 
skins  from  Russia,  and  jade  articles  from  Communist  China.  Cus- 
toms bureau  disclosure  of  abuses  with  jade  articles  caused  Hong  Kong 
authorities  to  suspend  the  issuance  of  certificates  of  origin  covering 
this  item. 

Our  Tokyo  office  reported  that  while  only  two  new  dumping  in- 
quiries were  initiated  diu-ing  the  year,  extreme  interest  in  the  subject 
was  shown  b^^  the  Japanese  press,  industry,  and  officials,  in  connection 
with  new  customs  regulations.  A  finding  of  dumping  promulgated 
as  the  residt  of  an  earlier  investigation  is  believed  to  be  the  first  ever 
made  on  a  Japanese  product. 

Customs  seizures  of  merchandise  throughout  the  country  during 
fiscal  1965  for  violation  of  laws  enforced  by  the  Customs  Service 
showed  an  increase  of  2.6  percent  in  the  number  of  seizures  and  a 
decrease  of  44.1  percent  in  the  appraised  value,  as  compared  with 
fiscal  1964.  Details  of  these  seizures  by  number  and  value  are  shown 
in  table  89. 

Foreign  trade  zones 

During  fiscal  1965  the  number  of  entries  received  in  Foreign  Trade 
Zone  No.  1,  New  York,  N.Y.,  were  6.1  percent  less  than  in  fiscal  1964. 
Other  activities  in  the  zone  also  decreased.  Large  quantities  of 
dates,  machinery,  zinc  and  lead  ingots,  wool  and  cotton  piece  goods, 
bottled  and  bulk  liquors,  chemicals,  radios,  cameras,  Brazil  nuts, 
alligator  sldns,  caviar,  talc,  and  tungsten  ore  were  stored  and  approxi- 
mately 7,000  manipulations  operations  were  performed.  Thirteen 
ships  used  the  zone  facilities  for  discharging  cargo  from  foreign 
countries. 

The  number  of  entries  received  in  Foreign  Trade  Zone  No.  2  at 
New  Orleans,  La.,  increased  1.2  percent  over  last  year.  The  following 
manipulations  operations  were  performed  in  the  zone:  Fumigation  of 
17  difl'erent  commodities,  commingling,  grinding  and  rebagging  of 
casein,  manufacture  of  lead  and  lead  oxide  into  battery  plates  and 
storage  batteries,  marking  of  country  of  origin  on  musical  mstruments, 
sampling  and  affixing  city  and  State  stamps  on  whiske}^  and  wine, 
repackaging  of  twist  drills  and  packaging  of  personal  and  household 
efl'ects  for  export,  manufacture  of  wire  rope  into  bridles,  cutting  of 
galvanized  chain  into  various  lengths,  repackaging  of  bird  seed,  and 
destroying  of  chemical  compounds. 

Entries  received  in  Foreign  Trade  Zone  No.  3  at  San  Francisco, 
Calif.,  increased  2.8  percent  over  fiscal  1964,  while  long  tons  received 
in  the  zone  increased  65.4  percent  and  their  value  6.2  percent.  There 
were  933  manipulations  operations  performed  in  the  zone,  an  increase 
of  58.1  percent  over  last  year. 

Fiscal  1965  was  the  first  full  year  of  operation  for  Foreign  Trade 
Subzone  No.  3-A,  at  San  Francisco,  Calif.  This  subzone  contains  a 
manufactm'ing  plant  for  the  production  of  semifhiished  and  finished 
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wearing  apparel  from  imported  woven  wool  fabric.  Semifinished 
apparel  is  cut  to  pattern  and  entered  into  U.S.  Customs  territory  and 
transferred  to  a  nearby  plant  operated  by  this  firm  where  finished 
apparel  is  produced  for  domestic  and  foreign  markets. 

Although  the  number  of  entries  received  in  Foreign  Trade  Zone  No. 
5  at  Seattle,  Wash.,  during  fiscal  1965,  decreased  7.3  percent  from  the 
year  before,  there  were  substantial  increases  in  the  following  activities : 
Long  tons  received,  127.9  percent;  value  of  goods  entering  the  zone, 
108.5  percent;  long  tons  delivered  from  the  zone,  138.1  percent; 
value  of  goods  delivered  from  the  zone,  135.5  percent;  and  duties 
and  internal  revenue  taxes  collected,  8.1  percent.  Manipulations 
operations  in  the  zone  consisted  of  converting  trucks  into  campers, 
cutting  steel  pilmg  and  woolen  fabrics  into  lengths,  replacing  gaskets 
and  tuning  diesel  engines,  testing  and  repacking  tape  recorders, 
repacking  salmon  roe,  compasses,  and  microscope  parts. 

There  were  substantial  increases  in  the  following  activities  at 
Foreign  Trade  Zone  No.  7,  at  Mayaguez,  P.R.:  Entries  received, 
318.2  percent;  long  tons  received,  60  percent;  value  of  long  tons 
received,  68.2  percent;  long  tons  delivered  from  the  zone,  153.8 
percent;  and  value  of  goods  delivered  from  the  zone,  231  percent. 

The  number  of  entries  received  at  subzone  No.  7-A,  Penuelas, 
P.E,.,  duringfiscal  1965  increased  200  percent  over  fiscal  1964.  Thirteen 
ships  used  the  zone  facilities  for  discharging  cargo  from  foreign 
countries  and  10  ships  berthed  in  the  zone  to  lade  domestic  ship  cargo. 

There  were  decreases  in  all  activities  at  Foreign  Trade  Zone  No. 
8,  at  Toledo,  Ohio,  with  the  exception  of  duties  and  internal  revenue 
taxes  collected  which  showed  an  increase  of  21.7  percent.  Operations 
in  the  zone  consisted  of  public  warehousing,  converting  panel  trucks 
to  campers,  sorting  and  repacking  twist  drills,  and  combining  cartons 
of  alcoholic  beverages  for  shipment  and  recoopering. 

The  following  table  summarizes  foreign  trade  zone  operations  during 
fiscal  1965. 


Trade  zone 

Number 
of  entries 

Received  in  zone 

Delivered  from  zone 

Duties  and 
internal 
revenue 

Long  tons 

Value 

Long  tons 

Value 

taxes 
collected 

New  York 

4,965 

3,038 

6,689 

356 

1,039 

92 

36 

452 

25, 156 

24,742 

2,305 

170 

1,055 

24 

232, 253 

14,561 

$34, 804, 505 
10, 700, 611 
3, 176, 629 
1, 169, 970 
2, 466, 791 
54,766 
3,917,061 
7,923,923 

32,354 

25,368 

2,276 

229 

1,055 

33 

133, 771 

17,363 

$32,952,408 

10,781,677 

2,568,667 

770, 655 

2,444,229 

143,426 

8,365,404 

12,100,535 

$6,555,718 

New  Orleans.    .           

1,247,926 

San  Francisco _  . 

675, 372 

San  Francisco  (subzone) - 

230, 942 

Seattle.. 

178, 197 

Mayauuez 

2,981 

Penuelas  (subzone) 

125,941 

Toledo 

1,283,635 

Customs  ports  of  entry,  stations,  and  airports 

The  limits  of  the  ports  of  Aberdeen,  Wash.;  Muskegon,  Mich.; 
Pascagoula,  Miss.;  Wrangell,  Alaska;  and  Port  AJlen,  Kauai,  Hawaii, 
were  extended  and  redescribed  to  include  areas  not  heretofore  covered. 
Changes  in  customs  stations  during  the  year  included  the  designation 
of  Wild  Horse,  Mont.,  and  WiDow  Creek,  Mont.,  and  the  revocation 
of  Havre,  Mont.  The  official  port  name  of  Los  Angeles,  Calif.,  was 
changed  to  Los  Angeles-Long  Beach,  Calif.;  and  Port  Allen,  Kauai, 
Hawaii,  was  changed  to  Nawiliwili-Port  Allen,  Kauai,  Hawaii.    The 
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designation  of  the  Malone-Diifort  Airport,  Malone,  N.Y.,  as  an  inter- 
national aii"i3ort  was  revoked. 


Cost  of  administration 


Customs  operating  expenses  amounted  to  $82,289,912,  including 
export  control  expenses  and  the  cost  of  additional  inspection  re- 
imbursed by  the  Department  of  Agricultm*e. 

The  following  table  shows  man-year  employment  data  in  the  fiscal 
years  1964  and  1965. 


Operation 

Man-years 
1964 

Man-years 
1965 

Percentage 
increase 

Regular  customs  operations: 

Nonreimbursable 

7,792 
351 

7,939 
369 

1.9 

Rpimhnrsnhlft  1 

5.1 

Total  regular  customs  employment ... 

8,143 
218 

228 

8,308 
245 
236 

2.0 

Export  control.         _  -.. 

12.4 

Additional  inspection  for  Department  of  Agriculture 

3.5 

Total  emplojrment .---.-- 

8,589 

8,789 

2.3 

>  Salaries  reimbursed  to  the  Government  by  the  private  firms  who  received  the  exclusive  services  of  these 
employees. 

Office  of  the  Director  of  Practice 

The  Office  of  the  Director  of  Practice  is  a  part  of  the  Office  of  the 
Secretary  of  the  Treasury,  under  the  immediate  supervision  of  the 
General  Counsel. 

The  Director  of  Practice  receives  and  acts  upon  applications  for 
enrollment  to  practice  as  attorneys  or  agents  before  the  Internal  Rev- 
enue Service;  institutes  and  provides  for  the  conduct  of  disciplinary 
proceedings  relating  to  enrolled  attorneys  and  agents ;  makes  inquiries 
with  respect  to  matters  under  his  jurisdiction;  and  performs  such 
other  duties  as  are  necessary  or  appropriate,  or  as  are  prescribed  by  the 
Secretary  of  the  Treasury. 

Internal  reorganization  of  the  Office  of  the  Director  of  Practice  was 
effected  within  the  fiscal  year,  with  the  simultaneous  transfer  of  the 
functions  of  the  former  Enrollment  Section  into  the  functionally 
enlarged  and  concurrently  established  Applications  Section,  which  is 
under  the  general  supervision  of  an  attorney  advisor. 

During  the  year  the  Office  put  into  operation  an  electronic  data 
processing  (magnetic  tape)  system,  for  the  purpose  of  maintaining  its 
enrollment  and  related  rosters.  This  Director  of  Practice  EDP  sys- 
tem is  being  coordinated  and  further  implemented  through  facilities 
of  the  Office  of  the  Treasurer  of  the  United  States. 

Applications  for  enrollment  approved  this  year  totaled  7,650  (4,098 
attorneys  and  3,552  agents,  consisting  of  certified  public  accomitants, 
successful  Special  Enrollment  Examination  candidates,  and  former 
Internal  Revenue  Service  employees).  Approximately  89,000  attor- 
neys and  agents  were  enrolled  to  practice  before  the  Service  at  the 
end  of  fiscal  19G5.  Renewed  cards  issued  during  the  year  totaled 
6,124,  consisting  of  2,826  to  attorneys  and  3,298  to  agents. 

The  Special  Enrollment  Examination,  held  in  Internal  Revenue 
Service  district  offices  in  September  1964,  was  taken  by  797  persons, 
of  whom  480  achieved  passing  grades.  During  the  year  424  successful 
examination  candidates  were  enrolled  to  practice.     Examinees  have  a 
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period  of  three  years  in  which  to  file  for  enrollment  after  notification 
of  their  successful  completion  of  the  examination. 

The  Office  processed  and  closed  362  derogatory  information  cases 
during  the  fiscal  year,  and  had  259  cases  under  review  on  June  30, 1965, 
89  relating  to  attorneys,  and  170  relating  to  agents.  There  were  also 
173  cases  under  investigation  at  the  close  of  the  fiscal  year,  60  relating 
to  attorneys  and  113  relating  to  agents. 

During  the  year  there  were  107  cases  in  which  a  discipline  was 
imposed  by  this  Office,  or  from  which  a  related  action  resulted,  such 
as  the  withdrawal  or  abandomnent  of  an  application  for  enrollment 
while  under  evaluation,  or  the  acceptance  of  a  resignation  from  enroll- 
ment. In  addition,  and  as  a  result  of  disciplinary  proceedings  insti- 
tuted by  this  Office,  a  hearing  examiner  imposed  two  disbarments  and 
one  suspension  for  four  months.  At  the  end  of  the  fiscal  year  one 
additional  case  was  awaiting  trial  before  a  hearing  examiner. 

Each  district  director  of  the  Internal  Revenue  Service  has  authority 
to  determine  that  a  particular  unenrolled  person  who  signs  a  tax 
return  as  preparer  is  ineligible  to  exercise  the  privilege  of  limited 
practice  without  enrollment  if  the  preparer  is  not  of  good  character 
or  reputation,  or  if  the  preparer  conducts  his  practice  in  an  unethical 
manner.  The  scope  of  requirements  concerning  limited  practice  with- 
out enrollment,  applicable  to  those  who  prepare  and  sign  Federal 
income  tax  returns,  is  set  forth  in  Revenue  Procedure  64-47,  which 
became  effective  November  1,  1964.  A  district  director's  decision  of 
ineligibility  under  this  procedure  may  be  appealed  by  the  unenrolled 
preparer  to  the  Director  of  Practice.  During  the  fiscal  year  11  such 
appeals  were  filed  with  the  Director  of  Practice  by  unenrolled  pre- 
parers of  tax  returns.  In  eight  of  these  cases,  the  district  director's 
decision  was  affirmed;  in  one  case  the  decision  was  modified  and 
affirmed;  in  one  case  the  decision  was  reversed;  and  one  appeal  is 
awaiting  final  action. 

Office  of  Domestic  Gold  and  Silver  Operations 

The  Office  of  Domestic  Gold  and  Silver  Operations,  in  the  Office  of 
the  Under  Secretary  for  Monetary  Ati'airs,  assists  the  Under  Secre- 
tary in  the  formulation,  execution,  and  coordination  of  policies  and 
programs  relating  to  gold  and  silver  in  both  their  monetary  and  com- 
mercial aspects.  The  Office  administers  the  Treasury  Department 
Gold  Regulations  relating  to  the  purchase,  sale,  and  control  of  indus- 
trial gold,  gold  coin,  and  gold  certificates;  issues  licenses  and  other 
authorizations  for  the  use,  import  and  export  of  gold,  and  for  the 
importation  and  exportation  of  gold  coin;  receives  and  examines  re- 
ports of  operations;  and  investigates  and  supervises  the  activities  of 
users  of  gold.  Investigations  into  possible  violations  of  the  Gold  Reg- 
ulations are  coordinated  with  the  U.S.  Secret  Service,  the  Bureau  of 
Customs,  and  other  enforcement  agencies. 

Gold  controls 

The  comprehensive  examination  of  gold  reports,  verification  of  rec- 
ords, and  field  inspections  have  been  continued. 

Purchases  of  gold  for  industrial  use  from  the  Treasury. — The  gross 
sales  of  gold  for  industrial  use  by  the  Treasury  increased  in  the  calen- 
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dar  year  1964  to  3,665,245  fine  troy  ounces,  as  compared  with  3,068,345 
ounces  in  calendar  year  1963,  and  2,746,046  ounces  in  calendar  1962. 
Examinations  of  the  books  and  reports  of  the  gold  users,  however, 
continue  to  show  no  indication  of  hoarding  or  excessive  inventories. 

Gold  coin  licensing. — The  volume  of  requests  for  the  importation  of 
gold  coin  and  the  cases  involving  coins  acquired  abroad  without  a  li- 
cense by  uninformed  tourists,  continued  at  a  high  rate.  Their  settle- 
ment has  been  expedited  to  a  large  extent  by  the  use  of  form  letters  and 
circulars  which  set  forth  the  conditions  governmg  the  importation  of 
gold  coins. 

End  uses  of  gold. — End-Use  Certificates  with  detailed  information 
concerning  the  end  use  of  gold  were  in  effect  throughout  the  calendar 
year  1964.  The  estimated  allocation  by  use  for  1964  is  shown  in  the 
table  below. 

Estimated  allocation  of  gold  hy  use  for  the  year  196^ 


End  use 

Fine  ounces 

Dollars,  based 
on  $35  per  ounce 

Percent 

.Tewplrv  and  arts                                                  

2, 664, 274 
550, 171 
2S2, 020 
23, 957 
432,  908 
249,  657 

$93,  249,  590 

19,  255,  985 

9,870,700 

838, 495 

15,151,780 

8, 737, 995 

63.39 

Dental                                                         -  -  

13.09 

Snaof  and  defense  electrical  and  electronics                      - 

6.71 

Space  and  defense,  other  . -  - - - 

.57 

Industrial,  electrical,  and  electronics 

10.30 

Industrial,  other                                        - - 

5.94 

Total 

4, 202, 987 

147, 104, 545 

100.  00 

Silver  legislation 

On  June  3,  1965,  the  Treasury  Staff  Study  of  Silver  and  Coinage 
was  released  reviewing  the  increasing  imbalance  between  silver  sup- 
plies and  uses  and  possible  alternatives  to  our  present  silver  coinage. 
The  President  transmitted  to  the  Congress  a  bill  providing  for  a  new 
metallic  composition  of  the  10  cent,  25  cent,  and  50  cent  pieces;  for 
the  purchase  of  newly-mined  domestic  silver  should  the  price  drop  be- 
low the  monetary  price ;  and  for  certain  standby  authorities  for  the  pre- 
vention of  melting  and  hoarding  of  silver  coins.  Hearings  were  held 
on  this  bill  in  June  1965  ^  and  legislation  was  enacted  on  July  23, 1965.- 
The  elimination  of  silver  from  "the  10  cent  and  25  cent  pieces  and  the 
sharply  reduced  silver  content  of  the  50  cent  piece  authorized  by  this 
legislation  will  assure  maintenance  of  an  ample  supply  of  coinage  in 
the  years  ahead. 

Bureau  of  Engraving  and  Printing 

The  Bureau  of  Engraving  and  Printing  designs,  engraves,  and  prints 
U.S.  currency,  Federal  Reserve  notes,  securities,  postage  and  revenue 
stamps,  and  Various  commissions,  certificates,  and  other  forms  of  en- 
graved work  for  U.S.  Government  agencies,  as  well  as  bonds  and  post- 
age and  revenue  stamps  for  the  governments  of  various  territories 
administered  by  the  United  States. 

1  See  exhibits  21  .-jnd  22. 
=  See  exhibit  23. 
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Management  attainments 

Throughout  the  year,  the  Bureau  concentrated  on  expanding  the 
conversion  from  wet  to  dry  intaglio  printing  of  currency.  A  second 
area  for  the  production  of  currency,  similar  to  the  existing  rotary 
currency  area,  has  been  set  up.  Four  new  four-plate,  slieet-fed  rotary 
intaglio  presses  of  ultramodern  design,  embodying  the  latest  engineer- 
ing principles,  have  been  purchased  and  put  into  production.  Bureau 
personnel  are  currently  making  studies,  adjustments,  and  modifica- 
tions, as  needed,  to  improve  the  operating  characteristics  of  the  presses 
and  to  correct  mechanical  deficiencies.  Associated  overprinting 
presses,  processing  machines,  and  equipment  have  been  relocated  in 
this  area  and  are  now  in  operation.  Production  and  processing  opera- 
tions are  continually  reviewed  in  an  effort  to  keep  production  costs 
to  a  minimum.  A  comparison  of  the  base  manufacturing  cost  rate  for 
producing  currency  18  subjects  to  a  sheet  with  a  projected  rate  for 
producing  currency  32  subjects  to  the  sheet  on  the  new  presses  indi- 
cates that  annual  recurring  savings  estimated  at  approximately 
$3,200,000  will  be  realized. 

In  fiscal  1965,  there  were  632,691  people  escorted  on  guided  tours  of 
Bureau  operations.  To  accommodate  visitors,  the  Bureau,  over  a 
period  of  years,  has  used  a  trained  guide  force  of  as  many  as  30  employ- 
ees, most  of  wliom  were  detailed  from  the  production  divisions  during 
the  busy  tourist  season  from  April  to  September.  Concurrent  with 
the  installation  of  the  four  new  sheet-fed  rotaiy  intaglio  currency 
presses  and  the  planning  for  related  processing  functions  adjacent  to 
these  presses,  a  new  and  improved  tour  facility  w^as  constructed  in 
which  production  operations  will  be  described  by  audio-visual  methods. 
Under  the  new  arrangement,  visitors  will  reach  and  leave  the  gallery 
by  means  of  escalators  eliminating  the  need  for  personal  guide  service. 
It  is  expected  that  the  installation  of  this  facility  will  preclude  the 
necessity  for  detailing  employees  to  the  guide  force  during  the  tourist 
season,  with  a  reduction  in  associated  personnel  costs  of  approximately 
$70,000  annually  for  the  operation  of  this  facility. 

In  the  interest  of  maintaining  efficient  and  economical  operations, 
the  Bureau  has  carried  on  intensive  research,  engineering,  and  develop- 
ment activities  and  a  continuing  program  of  production  and  quality 
control  studies. 

Financial  and  management  type  audits  made  by  the  Bureau's  in- 
ternal auditors  indicate  that  Bureau  policies  have  been  effectively  car- 
ried out.  There  were  25  recommendations  outstanding  on  July  1, 1964. 
During  fiscal  1965,  72  reports  of  audit,  containing  46  additional 
recommendations,  were  released.  Thirty-six  recommendations  were 
outstanding  at  the  close  of  the  year. 

Through  the  excess  property  program,  the  Bureau  received  $2,634 
from  the  sale  of  obsolete  equipment  and  material  declared  excess  to 
Bureau  needs;  and  obtained  equipment  and  furniture  valued  at  $25,403 
at  no  charge,  through  the  Federal  excess  property  utilization  program. 

The  Bureau  was  awarded  a  certificate  of  achievement  by  the  Na- 
tional Safety  Council  for  the  largest  percentage  reduction  in  the  1964 
injury  frequency  rate  among  26  printing  and  publishing  establish- 
ments.    In  fiscal  1965,  the  Bureau  initiated  a  program  of  offering 
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prescription  safety  eyeglasses  to  maintenance  employees  who  require 
prescription-ground  glasses. 

Employees  were  continuously  urged  to  make  suggestions  for  im- 
provements in  work  processes  as  an  eli'ort  toward  accomplishment  of 
the  President's  program  to  reduce  costs  and  improve  productivity. 
Estimated  annual  recurring  savings  of  $17,396  and  a  one-time  savings 
of  $1,415  will  accrue  to  the  Bureau  as  a  result  of  suggestions  adopted 
through  the  incentives  award  program  in  hscal  11)65. 

During  the  year,  293  Bureau  employees  participated  in  27  Bureau 
traming  sessions;  lUU  employees  completed  46  courses  conducted  by 
other  Government  agencies ;  and  46  employees  attended  seminars  and 
training  classes  sponsored  by  non-Government  organizations. 

Estimated  savings  resulting  from  management  improvements  dur- 
ing liscal  1965  totaled  6  man-years  and  approximately  $88,UU0  on  a 
recurring  annual  basis.  All  savings  realized  were  applied  against 
production  costs  and  were  reflected  in  the  Bureau's  billing  rates  to 
customer  agencies. 

New  issues  of  postage  stamps  and  dehveries  of  finished  work 

New^  issues  of  postage  stamps  delivered  by  the  Bureau  in  liscal  1965 
are  shown  in  table  91.  A  comparative  statement  of  deliveries  of  fin- 
ished work  for  the  fiscal  year  1964  and  1965  appears  in  table  92. 

Finances 

Bureau  operations  are  financed  by  reimbursements  to  the  Bureau  of 
Engraving  and  Printing  fund,  as  authorized  by  law.  Comparative 
financial  statements  follow. 

Statement  of  financial  condition  June  SO,  1965  and  1964 


Assets 

June  30,  1965 

June  30,  1964 

Current  assets: 
Cash: 

On  hand       -                       .      - 

$824 
4, 427, 824 
4,  215,  264 

1, 238, 819 

3,412,963 

684,  501 

1,  021,  704 

83, 493 

$12 

With  the  Treasury 

5,  333, 878 

Accounts  receivable  ^                                                      .             -  

2,  564, 730 

Inventories:  ^ 

Finished  goods  -      . 

1, 940, 984 

Work  in  nrocess                                                                              _     

3, 649, 869 

Raw  materials                                                             

969, 258 

stores  -                                           -      - -  

1,  044, 655 

Prepaid  expenses.              .                   .  

57, 176 

Total  current  assets  -  -  -                                 

15, 085,  392 

15,  560, 562 

Fixed  assets:  3 

Plant  machinery  and  equipment-   -                                       -  

21,767,112 
160,616 
259, 173 
489, 607 
3, 955, 961 
3, 143,  755 
410, 342 

20, 116,  698 

Motor  vehicles 

146, 665 

Office  machines                                  .- 

251, 174 

Furniture  and  fixtures                                                                   __        

468,  778 

Dies,  rolls,  and  plates                                                      -  -    

3, 955, 961 

Building  appurtenances ...  .- 

2, 676,  807 

Fixed  assets  under  construction 

295, 267 

Less  accumulated  depreciation 

30, 186, 566 
14, 980,  051 

27, 911, 350 
13, 730, 821 

Excess  fixed  assets  (written  down  to  20%  and  10%  of  book  value,  1965  and 
1964,  respectively) 

15,  206,  515 
4,466 

14, 180,  529 
455 

Total  fixed  assets 

15, 210, 981 

14, 180, 984 

Deferred  charges  ...                                                             . 

156, 050 

147, 119 

Total  assets 

30, 452, 423 

29,888,665 

Footnotes  at  end  of  table. 
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Statement  of  financial  condition  June  30,  1965  and  19UJf — Continued 


Liabilities  and  investment  of  the  United  States 


June  30, 1965 


June  30,  1964 


Liabilities: 

Accounts  payable- ..- 

Accrued  liabilities: 

Payroll  * 

Accrued  leave 

Other - 

Trust  and  deposit  liabilities 

Other  liabilities  * 

Total  liabilities  ^ 

Investment  of  the  U.S.  Government: 

Appropriation  from  U.S.  Treasury — 

Donated  assets,  net  ^ 

Accumulated  earnings,  or  deficit  (— ) '.-- 

Total  investment  of  the  U.S.  Government 

Total  liabilities  and  investment  of  the  U.S.  Government 


$736, 851 

1, 919, 346 

1,821,655 

214,  307 

800, 453 

11,510 


$1,116,028 

1, 142,  553 

1, 685,  726 

136, 905 

624, 930 

307 


5, 504, 122 


4, 706, 449 


3, 250, 000 
22,  000, 930 


3, 250, 000 
22, 000, 930 


25, 250, 930 
-302, 629 


25,  250, 930 
-68, 714 


24, 948, 301 


25, 182, 216 


30, 452, 423 


29, 888, 665 


1  Accounts  receivable  at  June  30, 1965,  include  $134,242  representing  the  value  of  finished  goods  and  work 
in  process  inventories  destroyed  as  a  result  of  a  fire  as  well  as  miscellaneous  expenses  incurred  in  connection 
thereto.  A  claim  of  negUgence  assessed  against  the  contractor  engaged  in  a  construction  project  at  the  time 
of  the  lire  was  pending  at  the  close  of  the  fiscal  year. 

2  Finished  goods  and  work  in  process  inventories  are  valued  at  cost,  including  administrative  and  service 
overhead.  Except  for  the  distinctive  paper  which  is  valued  at  the  acquisition  cost,  raw  materials  and  stores 
inventories  are  valued  at  the  average  cost  of  the  materials  and  supphes  on  hand. 

3  Plant  machinery  and  equipment,  furniture  and  fijitures,  oUice  machines,  and  motor  vehicles  acquired 
on  or  before  June  30,  1950,  are  stated  at  appraised  values.  Additions  since  June  30,  1950,  and  all  building 
appiu"tenances  are  valued  at  acquisition  cost.  The  Act  of  Aug.  4,  1950  (31  U.S.C.  181a)  which  established 
the  Bureau  of  Engraving  and  Printing  fund  specifically  excluded  land  and  buildings  valued  at  about 
$9,000,000  from  the  assets  of  the  fund.  Also  excluded  are  appropriated  funds  of  about  $6,765,000  expended 
or  transferred  to  GSA  for  extraordinary  expenses  in  connection  with  uncapitalized  building  repairs  and  air 
conditioning.  Dies,  rolls,  and  plates  were  capitalized  at  July  1,  1951,  on  the  basis  of  average  unit  costs  of 
manufacture,  reduced  to  recognize  their  estimated  useful  life.  Since  July  1, 1951,  aU  costs  of  dies,  rolls,  and 
plates  have  been  charged  to  operations  in  the  year  acquired. 

*  Accrued  payroU  and  other  liabiUties  at  June  30, 1965,  include  $207,211  and  $9,113,  respectively,  for  claimed 
retroactive  overtime  pay  due  building  guards  or  the  estates  of  deceased  building  guards  for  services  per- 
formed during  the  period  October  1954-October  1964  in  accordance  with  Comptroller  General's  Decision 
B-155197,  dated  Oct.  8,  1964,  and  Mar.  17,  1965.  A  contingent  liability  of  an  undetermined  amount  exists 
for  former  guards  who  may  file  claims. 

'  In  addition,  outstanding  commitments  with  suppliers  for  unperformed  contracts  and  undeUvered 
purchase  orders  totaled  $7,264,767  as  of  June  30,  1965,  as  compared  with  $7,906,174  at  June  30,  1964;  imper- 
formed  contracts  at  both  dates  include  $2,177,087,  representing  the  balance  due  for  a  prototype  multicolor 
postage  stamp  web-fed  intagUo  printing  press  to  be  deUvered  in  fiscal  year  1966.  The  balance  for  the  most 
part  represents  annual  tenu  contracts  for  materials  and  supplies  for  delivery  in  the  ensuing  fiscal  year     • 

'  See  foUowing  page,  footnote  3. 
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Statement  of  income  and  expense,  fiscal  years  1965  and  1964 


Income  and  expense 


1965 


1964 


Operating  revenue:  Sales  of  engraving  and  printing 

Operating  costs: 
Cost  of  sales: 

Direct  labor 

Direct  materials  used 

Prime  cost 

Overhead  costs: 

Salaries  and  indirect  labor  ' 

Factory  supplies 

Repair  parts  and  supplies 

Employer's  share  personnel  benefits 

Rents,  commmiications,  and  utilities.. 

Other  services 

Depreciation  and  amortization 

Gains  (— ),  or  losses  on  disposal  or  retirement  of  fixed  assets 

Sundry  expense  (net) 

Total  overhead 

Total  costs  2 

Less: 

Nonproduction  costs: 

Shop  costs  capitalized 

Cost  of  miscellaneous  services  rendered  other  agencies 

Cost  of  special  services  rendered — fire 

Cost  of  production 

Net  increase  (— ),  or  decrease  in  finished  goods  and  work  in  process 
inventories  from  operations 

Cost  of  sales 

Operating  profit,  or  loss  (— ) 

N  on  operating  revenue: 

Operation  and  maintenance  of  incinerator  and  space  utilized  by  other 

agencies 

Other  direct  charges  for  miscellaneous  services 

Claim  receivable  for  fire  loss 

Nonoperating  costs: 

Cost  of  miscellaneous  services  rendered  other  agencies 

Cost  of  special  services  rendered — fire 

Work  in  process  and  finished  goods  inventory  loss  due  to  fire 

Net  profit,  or  loss  (— )  for  the  years 


$31, 028,  383 

$26,  424,  992 

12, 004, 970 
4, 852, 260 

10,  099, 336 
4, 242,  064 

16, 857, 230 

14, 341,  400 

8,  968, 383 

1, 188,  731 

316,  596 

1,  458,  417 

528, 105 

319,  651 

1,  706,  814 

29,  675 

56, 037 

8, 165, 638 
1, 191,  G23 

310,  949 
1,  386, 242 

503,  736 

253,  081 
1, 601, 022 

-2, 634 
46,  531 

14,  572, 409 

13,  455,  588 

31, 429,  639 

27,  796,  988 

424,  564 

547,  606 

2,242 

369, 331 
479, 177 

974,  412 

848,  508 

30, 455, 227 
807, 071 

26,  948,  480 
-490,  894 

31, 262, 298 

26, 457,  586 

-233, 915 

-32, 594 

469,  767 

77,  839 

134, 242 

421, 323 

57,  854 

681, 848 

479, 177 

547,  606 
2,242 

479, 177 

132, 000 

681,  848 

479, 177 

-233,  915 


-32,  594 


'  Includes  $216,324  in  1965  to  cover  the  cost  of  retroactive  overtime  pay  for  building  guards,  most  of  which 
was  applicable  to  prior  years. 

2  No  amounts  are  included  in  the  accounts  of  the  fund  for  (1)  interest  on  the  investment  of  the  Government 
in  the  Bureau  of  Engraving  and  Printing  fund,  (2)  depreciation  on  the  Bureau's  buildings  excluded  from  the 
assets  of  the  fund  by  the  Act  of  Aug.  4, 1950,  and  (3)  certain  costs  of  services  performed  by  other  agencies  on 
behalf  of  the  Bureau. 

8  The  Act  of  Aug.  4, 1950,  provided  that  customer  agencies  make  payment  to  the  Bureau  at  prices  deemed 
adequate  to  recover  all  costs  incidental  to  performing  work  or  services  requisitioned.  Any  surplus  accruing 
to  the  fund  in  any  fiscal  year  is  to  be  paid  into  the  general  fund  of  the  Treasury  as  miscellaneous  receipts 
except  that  any  surplus  is  applied  first  to  restore  any  impairment  of  capital  by  reason  of  variations  between 
prices  charged  and  actual  costs. 
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Statement  of  source  and  application  of  funds,  fiscal  years  1965  and  1964 


Funds  provided  and  applied 


Funds  provided: 

Sales  of  engraving  and  printing 

Operation  and  maintenance  of  incinerator  and  space  utilized  by  other 

agencies 

Other  direct  charges  for  miscellaneous  services 

Claim  receivable  for  lire  loss 

Less  cost  of  sales  and  service  (excluding  depreciation  and  other  charges 
not  requiring  expenditure  of  funds:  Fiscal  year  1965,  $1,736,489;  fiscal 
year  1964,  $1,598,388) - 

Sale  of  surplus  equipment 

Decrease  in  working  capital 

Total  funds  provided 

Funds  applied: 

Acquisition  of  fixed  assets 

Acquisition  of  experimental  equipment;  and  plant  repairs  and  alterations 
to  be  charged  to  future  operations 

Total  funds  applied 


1965 


$31, 028, 383 

469, 767 

77,  839 

134,  242 


31,  710,  231 


30, 207,  657 


1,  502,  574 

6,430 

1,  272,  843 


2,  781, 847 


2,  706, 967 

74,  880 


2,  781,  847 


Fiscal  Service 


1964 


$26, 424, 992 

421,323 

57,854 


26, 904, 169 


25, 338, 375 


1, 565, 794 

17,  810 

734,  551 


2, 318, 155 


2,  245, 012 
73, 143 


2, 318, 155 


BUREAU  OF  ACCOUNTS 

Functions  of  tlie  Bureau  of  Accounts  have  Government- wide  scope. 
They  include  central  accounting  and  financial  reporting;  disbursing 
for  virtually  all  civilian  agencies;  supervising  the  Government's  de- 
positary system ;  determining  qualifications  of  insurance  companies  to 
do  surety  business  with  Government  agencies ;  a  variety  of  fiscal  activi- 
ties such  as  investment  of  trust  funds,  agency  borrowings  from  the 
Treasury,  and  international  claims  and  indebtedness;  and  Treasury 
staff  representation  in  the  Joint  Financial  Management  Improvement 
Program. 

Management  improvement 

Annual  recurring  savings  of  $1,056,000  were  realized  from  the  con- 
tinuing management  improvement  program  during  fiscal  1965,  at- 
tributable to  further  improvements  in  technology  and  systems,  major 
realigmnents  of  organization  and  staffing,  and  the  fruits  of  the  con- 
tinuing programs  for  the  development  of  people  in  management  skills 
at  all  levels. 

Systems  improvement 

Bureau  staff  continued  to  represent  Treasury  on  the  steering  com- 
mittee and  survey  teams  of  the  Joint  Financial  Management  Improve- 
ment Program.  Primary  attention  was  given  to  assisting  Govern- 
ment agencies  to  improve  advance  financing  practices  through  letters 
of  credit,  pursuant  to  Department  Circular  No.  1075.  (For  details 
on  the  purpose  of  this  circular,  see  1964  annual  report,  page  101.) 
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More  than  1,500  letters  of  credit  were  issued  in  fiscal  year  1965  by 
the  Departments  of  Agriculture;  Labor;  and  Health,  Education,  and 
Welfare ;  Office  of  Economic  Opportimity ;  National  Aeronautics  and 
Space  Administration ;  National  Science  Foundation ;  Agency  for  In- 
ternational Development;  and  Atomic  Energy  Commission.  Letters 
of  credit  were  also  utilized  by  the  Treasury  Department  in  making 
U.S.  subscriptions  to  the  International  Monetary  Fund  and  contribu- 
tions to  programs  of  the  Inter- American  Development  Bank.  Total 
disbursements  drawing  down  letters  of  credit  in  fiscal  1965  exceeded 
$1.3  billion.  The  Office  of  Civil  Defense,  the  State  Department,  and 
the  Department  of  the  Interior  plan  to  use  the  procedure  in  fiscal  1966. 

Department  Circular  No.  918,  which  regulates  the  withholding  of 
State  income  taxes  by  Federal  agencies,  was  supplemented  to  modify 
timing  of  payments  and  filing  of  tax  returns.  Agreements  for  with- 
holding taxes  were  concluded  with  Arkansas,  Kansas,  and  Rhode  Is- 
land. These  cooperative  arrangements  are  now  in  effect  for  30  States, 
including  the  District  of  Columbia. 

Other  systems  work  during  the  year  included  various  studies  to  im- 
prove central  accounting  operations,  administrative  accounting  proce- 
dures, and  internal  financial  reporting.  At  the  end  of  fiscal  1965, 
work  was  in  process  on  a  consolidated  manual  of  all  Treasury  regula- 
tions on  central  accounting,  reporting,  and  other  fiscal  matters,  for 
the  guidance  of  all  Federal  agencies.  This  manual  covers  certain  pre- 
scribed forms  and  procedures  which  have  been,  or  will  be,  dropped 
from  titles  6  and  7  of  tlie  General  Accounting  Office  Policy  and  Proce- 
dures Manual  for  Guidance  of  Federal  Agencies. 

Central  accounting  and  reporting 

Consolidation  of  the  central  accounting  and  central  reporting 
organizations  in  April  1964  was  instrumental  in  achieving  consider- 
able progress  during  fiscal  1965  toward  maximum  integration  of  th^ 
central  accounting  and  reporting  operations  by  use  of  the  Bureau's 
EDP  equipment  originally  acquired  for  disbursing  work.  The  cen- 
tral accounts  are  now  entirely  in  the  computer  system.  A  number  of 
financial  report  operations  have  been  so  converted,  including  several 
tables  in  the  monthly  statement  of  receipts  and  expenditures.  Com- 
puter programs  for  other  tables  appearing  in  this  monthly  report  and 
other  reports  are  expected  to  be  developed  and  installed  in  fiscal  year 
1966.  This  looks  to  the  capability  for  computer  printouts  of  "camera'" 
copies,  for  use  in  reproducing  certain  major  Government- wide  finan- 
cifil  reports. 

Department  Circular  No.  966,  which  covers  business-type  financial 
statements,  was  revised  to  update  Treasury  requirements  for  descrip- 
tive narrative  submissions  on  the  source  of  data  included  in  state- 
ments ;  an  explanation  of  accounting  bases,  principles,  and  standards ; 
and  the  nature  of  underlying  assets  and  liabilities.  A  completely  new 
set  of  regulations  was  in  process  at  the  end  of  fiscal  1965  and  is  targeted 
for  completion  in  fiscal  1066,  to  amalgamate  all  prior  modifications, 
define  terms  more  precisely,  and  achieve  greater  conformity  between 
the  agencies,  the  Bureau  of  the  Budget,  and  the  Treasury  in  the  treat- 
ment of  a  wide  variety  of  accomiting  transactions. 
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The  reservation  of  foreign  currencies  on  an  unfunded  basis  contin- 
ued to  yield  benefits  to  the  Government  through  its  favorable  impact 
on  cash  financing  costs  and  the  balance  of  payments.  Amendment  No. 
1  to  Department  Circular  930,  Revised,  establishing  regulations  for 
further  unf unding  of  foreign  currencies,  was  issued  during  the  year. 

A  total  of  3,528,041  accounting  items  was  processed  by  the  central 
and  regional  offices  through  the  central  accounting  system  during  fiscal 
1965,  a  slight  increase  over  the  preceding  year. 

Internal  auditing 

Twenty  audits  of  Bureau  and  nonbureau  activities  were  begun  during 
the  fiscal  year;  two  were  in  progress  at  yearend.  Thirteen  of  these 
audits  were  of  fiscal  functions,  five  of  management  operations,  and  two 
included  both  areas. 

General  coordination  and  staff  assistance  were  furnished  for  the  an- 
nual audit  of  the  Exchange  Stabilization  Fund.  Also,  an  auditor  was 
loaned  to  the  Internal  Audit  Division,  Office  of  the  Secretary,  for  their 
audit  of  the  administrative  accounts  of  the  Office  of  the  Secretary. 

Disbursing  operations 

The  average  unit  cost  for  all  disbursing  operations  reached  a  low  of 
2.98  cents  in  fiscal  1965;  the  unit  cost  in  fiscal  1964  was  3.05  cents.^ 
These  figures  cover  the  cost  of  all  goods  and  services  consumed  in  the 
central  disbursing  function,  including  dei:)reciation  of  owned  equip- 
ment in  relation  to  the  quantities  of  checks  and  savings  bonds  produced. 
(It  does  not  include  the  cost  of  postage,  which  has  no  bearing  on 
operational  efficiency  in  the  disbursing  functions.)  Productivity  per 
employee  increased  by  10  percent  in  1965  over  1964. 

During  the  year  11  regional  disbursinq;  offices  were  in  operation, 
servicing  over  1,500  offices  of  agencies.  Certain  foreign  service  posts 
in  Central  and  South  America  and  the  Far  East  also  received  disburs- 
ing services  from  the  Wasliington  and  Manila  regional  offices,  respec- 
tively. 

More  than  93  percent  of  all  of  the  Bureau's  checks  and  bonds  were 
produced  on  computers,  as  conversions  of  payments  to  electronic  data 
processing  continued  during  the  year. 

A  centralized  electronic  microfilm  system  was  installed  in  the  Chi- 
cago regional  office,  resulting  in  considerable  savings.  This  system 
produces  microfilm  records  directly  from  data  on  magnetic  tapes  gen- 
erated by  the  six  largest  regional  disbursing  offices. 

Special  machines  for  preparing  checks  for  miscellaneous  payments, 
using  a  heat  transfer  process,  which  imprint  payee  information  on 
checks  directly  from  vouchers  submitted  by  the  agencies,  were  installed 
in  the  8  regional  disbursing  offices  within  the  48  contiguous  States. 
Substantial  savings  result  from  the  elimination  of  check  typing  and 
proofreading  work  in  this  area  of  the  Division  of  Disbursement's 
operations. 


1  The  unit  cost  of  .'Ml  cents  shown  in  the  19f)4  annual  report,  page  102,  did  not  include 
disbursing  activities  financed  by  reimbursements  from  certain  agencies. 
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There  follows  a  comparision  of  the  fiscal  year  1964  with  the  1965 
workload. 


Classification 


Volume 


1964 


1965 


Operations  financed  by  appropriated  funds: 
Checks: 

Social  security  benefits 

Veterans'  benefits 

Income  tax  refunds 

Veterans'  national  service  life  insurance  dividends 

Other 

Savings  bonds  issued 

Adjustments  and  transfers 

Total  workload  financed  by  appropriated  funds. 

Operations  financed  by  reimbursements: 

Railroad  Retirement  Board 

Department  of  Agriculture  (ACP) 

Bureau  of  the  Public  Debt  (certain  savings  bonds). 

Total  workload-reimbursable  items 

Total  workload 


189,431,084 

62, 721, 888 

42, 358, 609 

4, 406, 015 

45, 932, 888 

5, 087, 062 

111,758 


350,  049, 304 


12,  267,  997 
360, 615 
798, 670 


13, 427,  282 


363, 476, 586 


198, 593, 859 

68, 976, 138 

39, 841, 453 

4, 279,  794 

40, 209, 189 

5,500,741 

54,371 


357.  455, 545 


12, 153,  862 
"'""856,'453 


13, 004, 315 


370, 459,  860 


Deposits,  investments,  and  related  activities 

Federal  depositary  system. — The  types  of  depositary  services  and 
number  of  commercial  banking  institutions  authorized  to  provide  each 
service,  as  of  June  30, 1965,  are  shown  in  the  following  table. 


Type  of  service  provided  by  depositaries 


Number  of 

banking 
institutions 


Receive  proceeds  of  deposits  by  taxpayers  and  from  sale  of  public  debt  securities,  for  credit 
in  Treasury  tax  and  loan  accounts 

Receive  deposits  from  district  directors  of  mternal  revenue,  military  finance  oflBcers,  and 
other  Goverimaent  officers 

Maintain  official  checking  accounts  of  postmasters,  clerks  of  U.S.  courts,  and  other  Govern- 
ment ofiicers 

Furnish  bank  drafts  to  Government  officers  in  exchange  for  collections 

Service  State  unemployment  compensation  benefit  payments  and  clearing  accounts 

Operate  limited  banking  faciUties  at  military  installations: 

In  the  United  States  and  its  outlying  areas 

Foreign 


12, 186 

1,036 

5,780 

2,250 

56 

274 
153 


InvestTTients. — Government  trust  funds  are  invested  in  marketable 
U.S.  securities  and  special  securities  issued  for  purchase  by  the  major 
trust  funds  as  authorized  by  law.  During  the  year  legislation  was 
enacted  to  authorize  the  Secretary  of  the  Treasury  to  invest  two 
additional  funds. 

Legislation  approved  October  13,  1964  (38  U.S.C.  725(b)),  estab- 
lished the  veterans'  reopened  insurance  fund,  which  permits  certain 
veterans  to  reinstate  national  service  life  insurance,  and  authorizes  the 
Secretary  of  the  Treasury  to  sell  to  the  fund  special  interest-bearing 
securities  of  the  United  States.  These  special  securities  bear  interest 
at  a  rate  equal  to  the  average  market  yield  on  marketable  U.S,  securi- 
ties not  due  or  callable  until  after  the  expiration  of  four  years. 

The  District  of  Columbia  judicial  retirement  and  survivors  annuity 
fund  was  established  under  legislation  approved  October  13,  1964  (78 
Stat.  1061).     The  Secretary  of  the  Treasury  is  authorized  to  invest 
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this  fund  in  interest-bearing  securities  of  the  United  States  or  Federal 
farm  loan  bonds. 

Table  66  shows  the  holdings  of  public  debt  and  agency  securities  by 
Government  agencies  and  accounts. 

Loans  hy  the  Treasury. — The  Bureau  administers  loan  agreements 
with  those  Government  corporations  and  agencies  that  have  authority 
to  borrow  from  the  Treasury  to  iinance  certain  programs.  Legislation 
was  enacted  during  the  year  authorizing  borrowing  to  finance  parking 
facilities  for  the  John  F.  Kennedy  Center  for  the  Performing  Arts, 
established  January  23,  1964  (78  Stat.  5).  The  Board  of  Kegents  of 
the  Smithsonian  Institution  is  authorized  to  sell  to  the  Secretary  of  the 
Treasury  revenue  bonds  which  are  to  be  retired  by  the  Board  from 
parking  facility  revenues.  Tables  108,  109,  and  110  show  the  status 
of  Treasury  loans  to  Government  corporations  and  agencies  as  of  June 
30,  1965. 

Surety  bonds. — Executive  agencies  are  required  by  law  to  obtain 
blanket,  position  schedule,  or  other  types  of  surety  bonds  covering 
those  employees  required  to  be  bonded.  Legislative  and  judicial 
branches  are  permitted  by  law  to  follow  the  same  procedure.  The 
Secretary  of  the  Treasury  issues  certificates  of  authority,  renewable 
each  June  1,  to  corporate  sureties  that  are  qualified  to  execute  bonds  in 
favor  of  the  United  States.  A  total  of  259  companies  held  such  cer- 
tificates as  of  June  30,  1965  (published  annually  in  the  Federal  Reg- 
ister in  relation  to  Department  Circular  570,  Eevised).  A  summary 
of  bonding  activities  of  Government  agencies  follows : 

Number  of  officers  and  employees  covered  on  June 
30,  1965 976,961 

Aggregate  penal  sums  of  bonds  procured $3,511,234,300 

Total  premiums  paid  by  Government  in  fiscal  year 

1965  $229,997 

Administrative  expenses  in  fiscal  year  1965 $15, 932 

Foreign  indebtedness 

World  War  I. — Following  an  agreement  with  the  Government  of 
Greece  on  May  28,  1964,  legislation  was  introduced  to  authorize  the 
acceptance  of  a  settlement  of  the  World  War  I  indebtedness  of  Greece 
and  the  use  of  the  payments  to  finance  a  mutual  cultural  and  educa- 
tional exchange  program.  The  legislative  proposal  was  pending  in 
the  Congress  at  yearend. 

The  Government  of  Finland  made  total  payments  of  $374,645  during 
fiscal  1965,  which  were  used  to  finance  educational  exchange  programs 
with  that  Government  (22  U.S.C.  2455(e)).  For  the  status  of  all 
World  War  I  indebtedness  see  tables  103  and  104. 

World  War  II. — U.S.  dollar  payments  of  $49  million  (including 
the  U.S.  dollar  value  of  returned  lend-lease  silver)  and  the  equivalent 
of  $13  million  in  local  currencies  were  received  from  debtor  govern- 
ments, under  lend-lease  and  surplus  property  sales  agreements.  See 
table  106  for  the  status  of  the  lend-lease  and  surplus  property  accounts 
administered  by  the  Treasury. 

Credit  to  the  United  Kingdom. — Although  there  was  a  deferral  of 
the  principal  and  interest  installment  due  December  31,  1964  (under 
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the  financial  aid  agreement  of  December  6, 1945,  as  amended  March  6, 
1957)  the  United  Kingxlom  paid  previously  deferred  principal  and 
interest  installments,  and  interest  thereon,  totaling  $3.8  million. 
Cnmulative  payments  total  $1,389.6  million,  of  which  $788.7  million  is 
interest.  The  unmatured  principal  balance  is  $3,149.1  million;  de- 
ferred interest  installments  outstanding  amount  to  $201.8  million. 

Payment  of  claims  against  foreign  governments 

Mixed  Claims  Commission^  U.S.  and  Germany. — The  Federal  Re- 
public of  Germany  paid  $4  million  during  the  year  under  the  agree- 
ment of  February  27,  1953,  enabling  a  further  distribution  to  be  made 
to  holders  of  awards  certified  by  the  Mixed  Claims  Commission  on 
claims  arising  from  World  War  I.  Table  93  shows  the  status  of  the 
claims  fund. 

Foreign  Claims  Settlement  Com/mission. — The  fifth  installment  of 
$2  million  was  received  from  the  Polish  Government  imder  the  July 
16,  1960,  agreement.  These  payments  will  be  used  to  settle  claims  of 
American  nationals  against  Poland  which  have  been  adjudicated  by 
the  Foreign  Claims  Settlement  Commission.  The  Commission  expects 
to  complete  adjudication  of  these  claims  by  March  31,  1966.  Pay- 
ments up  to  $1,000  were  made  during  the  year  on  each  award  certified 
to  the  Treasury  by  the  Commission. 

During  the  year  the  Commission  began  certifying  to  the  Treasury 
those  claims  filed  under  the  War  Claims  Act  of  1948,  as  amended. 
The  Treasury  received  $75  million  for  payment  of  these  awards ;  addi- 
tional amounts  will  become  available  through  the  U.S.  sale  of  seized 
assets  of  German  and  Japanese  nationals,  including  substantial  sums 
realized  from  the  sale  of  General  Aniline  and  Film  Corp.  stock.  The 
deadline  for  filing  claims  with  the  Commission  was  January  15, 1965. 
Payments  of  awards  made  due  to  death  and  personal  injury  were  au- 
thorized and  begim  in  fiscal  1965.     See  table  94. 

Defense  lending 

Effective  with  the  close  of  fiscal  year  1964,  the  Office  of  Defense 
Lending  was  abolished  and  its  functions  transferred  to  the  Commis- 
sioner of  Accounts,  pursuant  to  Treasury  Department  Order  No.  185-2, 
dated  June  24, 1964.^ 

Defense  Production  Act. — No  new  loans  to  private  businesses  were 
made  during  the  year  under  section  302  of  the  Defense  Production  Act 
of  1950,  as  amended.  Loans  outstanding  were  reduced  from  $17.9 
million  to  $16.7  million  during  fiscal  1965.  Further  transfers  of  $1.7 
million  were  made  to  the  account  of  General  Services  Administration, 
Revolving  Fund,  Defense  Production  Act,  from  the  net  earnings  ac- 
cumulated since  inception  of  the  program,  bringing  the  total  of  these 
transfers  to  $16.5  million. 

Federal  Civil  Defense  Act. — The  remaining  deferred  participation 
commitments  under  section  409  of  the  Federal  Civil  Defense  Act  were 
liquidated  during  fiscal  1965  and  outstanding  loans  reduced  to  $509,- 
994.  Notes  payable  to  the  Treasui-y  were  reduced  $71,091  to  a  total  of 
$33,909,  and  interest  payments  of  $3,246  were  made  during  the  year. 

^  See  1964  annual  report,  exhibit  54,  p.  374. 
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Liquidation  of  Reconstnwtion  Finance  Corporation  assets. — The 
Secretary  of  the  Treasury's  responsibility  in  the  liquidation  of  RFC 
assets  relates  to  completing  the  liquidation  of  business  loans  and  se- 
curities with  individual  balances  of  $250,000  or  more  as  of  June  30, 
1957,  securities  of  and  loans  to  railroads,  securities  of  financial  institu- 
tions, and  the  windup  of  corporate  affairs.  Net  income  and  proceeds 
of  liquidation  amounting  to  $606,134  were  paid  into  the  Treasury  as 
miscellaneous  receipts  in  fiscal  1965,  making  a  cumulative  total  of  $53.7 
million  since  July  1,  1957.  Total  unliquidated  assets  as  of  June  30, 
1965,  had  a  gross  book  value  of  $5.5  million. 

Depositary  receipts 

Tlie  following  table  shows  the  volume  of  depositary  receipts  for  the 
fiscal  years  1960-65.  A  description  of  the  depositary  receipt  procedure 
is  contained  on  page  141  of  the  1962  annual  report. 


Fiscal  year 

Income  and 
social  security 

Railroad 

retirement 

taxes 

Federal  excise 
taxes 

Total 

1960            

9,469,057 
9, 908,  068 
10,477,119 
11,161,897 
11, 729,  243 
12,  012, 385 

10,  625 

10,  724 

10,  262 

9,937 

9,911 

9,859 

598,881 
618,971 
610, 026 
619,519 
633, 437 
644, 753 

10,  078,  563 

1961 

10, 537, 763 

1962 

11,097,407 

1963                                 -          

11,791,353 

1964 

12, 372,  591 

1965 

12, 666, 997 

Note.— Comparable  data  for  1944-59  will  be  found  in  the  1962  annual  report,  page  141. 

Government  losses  in  shipment 

Claims  totaling  $44,210.04  were  paid  from  the  revolving  fund  estab- 
lished by  the  Government  Losses  in  Shipment  Act,  as  amended.  De- 
tails of  operations  under  this  act  are  shown  in  table  114. 

Other  operations 

Withheld  foreign  checks. — On  November  9,  1964,  Department  Cir- 
cular 655  was  completely  revised  to  incorporate  into  one  document  the 
original  circular  dated  March  19,  1941,  and  the  14  later  supplements. 

Donations  and  contributions. — Bureau  receipts  deposited  into  the 
Treasury  during  the  year  as  "conscience  fund"  contributions  amounted 
to  $18,441.15.  Other  unconditional  donations  totaled  $651,863.05; 
such  receipts  by  other  Government  agencies  amounted  to  $9,479.77. 
Conditional  gifts  to  further  the  defense  effort  amounted  to  $150,822.19. 
Gifts  of  money  and  the  proceeds  of  real  or  personal  property  donated 
in  fiscal  1965  for  the  purpose  of  reducing  the  public  debt  amounted  to 
$709,777.35,  of  wliich  $706,707.35  was  used  to  purchase  and  retire 
public  debt  securities. 

BUREAU  OF  THE  PUBLIC  DEBT 

The  Bureau  of  the  Public  Debt,  in  support  of  the  management  of  the 
public  debt,  has  responsibility  for  the  preparation  of  Treasury  De- 
partment circulars  offering  public  debt  securities,  the  direction  of  the 
handling  of  subscriptions  and  making  allotments,  the  formulation  of 
instructions  and  regulations  pertaining  to  each  security  issue,  the  is- 
suance of  the  securities,  and  the  conduct  or  direction  of  transactions  in 
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those  outstanding.  The  Bureau  is  responsible  for  the  final  audit  and 
custody  of  retired  securities,  the  maintenance  of  the  control  accounts 
covering  all  public  debt  issues,  the  keeping  of  individual  accounts  with 
owners  of  registered  securities  and  authorizing  the  issue  of  checks  in 
payment  of  niterest  thereon,  and  the  handling  of  claims  on  account  of 
lost,  stolen,  destroyed,  or  mutilated  securities. 

The  Bureau's  principal  office  and  headquarters  is  in  Washington, 
D.C.  Offices  also  are  maintained  in  Chicago,  111.,  and  Psirkersburg, 
W.  Va.,  where  most  Bureau  operations  related  to  U.S.  savings  bonds 
are  handled.  Under  Bureau  supervision  many  transactions  in  public 
debt  securities  are  conducted  by  the  Federal  Keserve  banks  and  their 
branches  as  fiscal  agents  of  the  United  States.  Selected  post  offices, 
private  financial  institutions,  industrial  organizations,  and  others 
(approximately  19,200  in  all)  cooperate  in  the  issuance  of  savings 
bonds. 

Management  improvement 

The  EDP  system  in  the  Parkersburg  office  was  expanded  and  up- 
dated by  the  acquisitwn  of  two  new  system  components,  which  have  in- 
creased efficiency  and  permitted  the  conversion  to  electronics  of  opera- 
tions previously  performed  either  manually  or  on  other  types  of 
equipment. 

The  fees  due  paying  agents  who  redeem  savings  bonds  are  now  being 
computed  electronically,  and  check  issue  information  is  supplied  to 
the  Regional  Disbursing  Office  on  magnetic  tape.  Statistical  reports 
of  employee  participation  in  company-operated  payroll  savings  plans 
are  also  being  developed  electronically.  Both  of  these  operations  were 
previously  performed  on  conventional  tabulating  equipment  in  the 
Washington  office. 

Accounting  and  statistical  documents  now  prepared  on  the  computer 
include  the  permanent  receipts  for  shipments  of  stubs  and  bonds,  ad- 
vices of  adjustment  covering  individual  differences  disclosed  in  the 
audit  of  stub  and  bond  transmittals,  certain  machine  utilization  and 
personnel  production  reports,  and  cash  accounting  reports. 

An  EDP  programming  refinement  has  substantially  reduced  tape 
requirements  for  the  maintenance  of  the  consolidated  file  reflecting 
alphabetic  data  and  bond  identification  data,  both  of  which  are  com- 
pacted under  a  new  tape  format.  This  permits  more  frequent  inquiry 
searches  with  no  increase  in  machine  time. 

Additional  operating  economies  were  effected  in  the  Parkersburg 
office  through  the  installation  of  a  revised  procedure  for  correcting  mis- 
punched  registration  stubs,  the  replacement  of  manual  film  readers 
with  automatic  reader-printers,  and  a  revision  in  the  stub  adjustment 
procedure  which  eliminated  the  typing  of  substitute  registration  stubs. 

Joint  projects  were  instituted  with  three  large  Government  issuing 
agents  using  computers  to  inscribe  Series  E  savings  bonds,  with  a  view 
to  having  these  agents  furnish  issue  data  on  magnetic  tape  and  micro- 
film, rather  than  through  the  submission  of  registration  stubs.  Follow- 
ing a  successful  trial  period,  the  Navy  Department,  Bureau  of  Supplies 
and  Accounts  will  convert  to  this  system  early  in  fiscal  1966.  The  proj- 
ects with  the  other  agents  are  being  continued. 
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Authority  was  delegated  to  the  Federal  E-eserve  banks  and  branches 
to  redeem  bearer  Treasui-y  bonds  of  eligible  issues  presented  in  pay- 
ment of  Federal  estate  taxes  and  to  remit  the  proceeds  to  the  appro- 
priate district  director  of  Internal  Revenue.  This  decentralization 
will  result  in  operating  economies  as  well  as  improved  service  to  the 
public. 

The  accounting  records  of  the  Division  of  Retired  Securities  were 
revised  to  eliminate  certain  control  accounts  and  reduce  maintenance 
detail  by  more  extensively  using  basic  data  in  the  public  debt  accounts. 
Changes  were  also  made  in  the  method  of  preparation  and  the  arrange- 
ment of  destruction  schedules,  thereby  facilitating  the  preparation  of 
the  schedules  and  the  selection  of  items  to  be  destroyed. 

Bureau  operations 

The  extent  of  the  change  in  the  composition  of  the  public  debt  is  one 
measure  of  the  Bureau's  work.  The  debt  falls  into  two  broad  cate- 
gories :  public  issues  and  special  issues.  Public  issues  consist  of  mar- 
ketable Treasury  bills,  certihcates  of  indebtedness,  notes,  and  bonds; 
and  nonmarketable  securities,  chiefly  U.S.  savings  bonds  and  Treasury 
bonds  of  the  mvestment  series.  Special  issues  of  certificates,  notes, 
and  bonds  are  made  by  the  Treasury  directly  to  various  Government 
trust  and  certain  other  accounts  and  are  payable  only  for  these 
accomits. 

During  the  year,  24,297  individual  accounts  covermg  j)ublicly  held 
registered  securities  other  than  U.S.  savmgs  bonds  and  retirement  plan 
bonds  were  opened  and  32,510  were  closed.  This  reduced  the  nmnber 
of  open  accounts  to  215,020  covering  registered  securities  in  the  princi- 
pal amount  of  $12,559  million.  There  were  410,913  mterest  checks  with 
a  value  of  $409,373,018  issued  during  the  year. 

Redeemed  and  canceled  securities  other  than  savmgs  bonds  and  re- 
tirement plan  bonds  received  for  audit  included  5,517,912  bearer 
securities  and  711,609  registered  securities.  Coupons  totaling 
17,471,487  were  received. 

A  summary  of  public  debt  operations  handled  by  the  Bureau  appears 
on  pages  17  to  29  of  this  report  and  in  tables  29-57. 

U./S.  savings  bonds. — The  issuance  and  redemption  of  savings  bonds 
results  in  a  heavy  administrative  burden  for  the  Bureau  of  the  Public 
Debt,  involving :  Maintenance  of  alphabetical  and  numerical  owner- 
ship records  for  the  2.7  billion  bonds  issued  since  1935 ;  adjudication  of 
claims  for  lost,  stolen,  and  destroyed  bonds  (which  totaled  2.0  million 
pieces  on  June  30,  1965) ;  and  the  handling  and  recording  of  retired 
bonds. 

Detailed  information  on  sales,  accrued  discount,  and  redemption  of 
savings  bonds  will  be  found  in  tables  48  to  50,  inclusive. 

There  were  98.4  million  stubs  representing  the  issuance  of  Series  E 
bonds  received  for  registration,  making  a  grand  total  of  2,649.6  million, 
including  reissues,  received  through  June  30, 1965. 

All  registration  stubs  of  Series  E  savings  bonds  and  all  retired  Series 
E  savings  bonds  are  microfilmed,  audited,  and  destroyed,  after  re- 
quired permanent  record  data  are  prepared  by  an  EDP  system  in  the 
Parkersburg  office.  Prior  to  the  establishment  of  that  office  these 
savings  bond  operations  were  performed  in  several  Bureau  offices 
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manually  and  on  tabulating  equipment.    The  following  table  shows 


the  status  of  processing  opei 

■ations  in  the  Parkersburg  office. 

Re- 
ceived 

Micro- 
filmed 

Key- 
punclied 

Con- 
verted 
to  mag- 
netic 
tape 

Au- 
dited 
and 
classi- 
fied 

De- 
stroy- 
ed 

Balance 

Fiscal  year 

Un- 
fllmed 

Not  liey- 
punched 

Not  con- 
verted to 
magnetic 
tape 

Unau- 
dited 

Stubs  of  issued  card  type  Series  E  savings  bonds  [in  millions  of  pieces] 

1958-60 

1961.     .     .. 

234.2 
88.7 
91.0 
94.3 

100.1 
98.4 

230.7 
90.7 
90.2 
93.9 
98.2 

100.7 

227.4 
92.4 
88.7 
95.0 
97.6 

101.1 

227.2 
92.2 
89.1 
95.0 
97.6 

101.1 

225.2 
92.9 
88.9 
93.0 
98.4 

101.7 

58.3 

154.4 

154.1 

69.6 

96.2 

123.7 

3.5 
1.5 
2.3 

2.7 
4.6 
2.3 

6.8 
3.1 

5.4 
4.7 
7.2 
4.5 

7.0 
3.5 
5.4 
4.7 
7.2 
4.5 

9.0 

4.8 

1962 

6.9 

1963 

8.2 

1964 

9.9 

1965 

6.6 

Total 

706.7 

704.4 

702.2 

702.2 

700.1 

656.3 

Retired  card  type  Series  E  savings  bonds  [in  millions  of  pieces] 

1958-60.. 

1961 

117.9 
59.7 
62.4 
64.9 
70.1 
75.3 

116.5 
60.6 
61.3 
64.3 
70.0 
75.9 

114.4 
61.5 
61.1 
64.1 
68.9 
77.1 

113.3 
62.4 
61.1 
64.3 
68.9 
76.8 

112.5 
62.8 
60.3 
63.5 
69.1 
76.9 

20.6 
93.0 
95.0 
48.3 
83.4 
59.8 

1.4 

.5 
1.6 
2.  2 
2!  3 
1.7 

3.5 
1.7 
3.0 
3.8 
5.0 
3.2 

4.6 
1.9 
3.2 
3.8 
5.0 
3.5 

5.4 
2.3 

1962 

4.4 

1963 

5.8 

1964 

6.8 

1965 

5.2 

Total  . 

450.3 

448.6 

447.1 

446.8 

445.1 

400.1 

Retired  paper  type  Series  E  savings  bonds  [in  millions  of  pieces] 

1962 

0.8 
21.8 
22.4 
20.4 

0.8 
21.2 
22.4 
20.5 

0.7 
20.8 
22.1 
21.0 

0.7 
20.8 
22.1 
20.9 

0.7 
19.9 
22.3 
21.2 

0.1 

1.1 

1.4 

.8 

0.1 

1.1 

1.4 

.9 

0.1 

1963 

5.1 
23.4 
11.0 

0.6 
.6 
.5 

2.0 

1964 

2.1 

1965 

1.3 

Total 

65.4 

64.9 

64.6 

64.5 

64.1 

39.5 

Of  the  91.3  million  Series  A-E  savings  bonds  redeemed  and  re- 
ceived by  the  Bureau  during  the  year,  89.0  million  (97.4  percent)  were 
redeemed  by  approximately  16,200  authorized  paying  agents.  These 
agents  were  reimbursed  quarterly  at  the  rate  of  15  cents  each  for  the 
first  1,000  bonds  paid  and  10  cents  each  for  all  over  the  first  1,000,  for 
a  total  of  $11,522,472  and  an  average  of  12.95  cents  per  bond. 

The  following  table  shows  the  number  of  savings  bonds  outstanding 
as  of  June  30, 1965,  by  series  and  denomination. 


Series  i 

Total 

Denomination  (in  thousands  of  pieces) 

$10 

$25 

$50 

$75 

$100 

$200 

$500 

$1,000 

$5,000 

$10,000 

$100,000 

E. 

467, 158 

6,884 

2 

3 

9 

46 

49 

120 

332 

366 

716 

247,381 

106,480 

1,030 

78,730 

8,051 

12,013 

2,634 

(♦) 

(*) 

1 

3 

4 

23 

34 

95 

12, 709 

3,832 

(*) 

(') 

1 

4 

8 

36 

89 

204 

"324" 

46 
95 

2 

H 

A 

1 

1 

3 

17 

21 

(*) 
1 
2 
9 

1 

1 

3 

13 

15 

59 

115 

B 

c 

D.. 

F... 

1 

2 

13 

32 

(*) 

(*) 
20 
34 

a 

J 

60 

(*) 

K 

1 

Total 

474, 969 

716 

247,484 

106, 492 

1,030 

78, 937 

8,051 

14, 807 

16, 883 

372 

195 

3 

•  Less  tlian  500  pieces. 

•  Currently  only  bonds  of  Series  E  and  H  are  on  sale. 
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The  following  table  shows  the  number  of  issuing  and  paying  agents 
for  Series  A-E  savings  bonds  by  classes. 


June  30 


Post 
offices  ' 


Banks 


Building 

Companies 

and  savings 

Credit 

operating 

All 

and  loan 

unions 

payroll 

others 

associations 

plans 

Total 


Issuing  agents 


1945- 
1950_ 
1955- 
1960- 
1961. 
1962. 
1963. 
1964. 
1965. 


24,  038 

15,  232 

25,  060 

15,  225 

2,476 

15,  692 

1,093 

16,  436 

1,061 

13,  505 

1,046 

13,  559 

1,011 

13,  644 

977 

13,  908 

943 

14,  095 

3,477 

2,081 

2  9,  605 

(2) 

1,557 

522 

3, 052 

550 

1,  555 

428 

2,942 

588 

1,851 

320 

2,352 

643 

1,617 

285 

2,045 

590 

1,670 

281 

1,978 

573 

1,679 

269 

1.857 

560 

1,702 

252 

1.783 

528 

1,702 

246 

1,695 

510 

54, 433 
45,  966 
23,681 
22,  695 
3  19, 103 
19, 107 
19,  020 
19. 150 
19, 191 


Paying  agents 


1945. 
1950- 
1955. 
1960- 
1961. 
1962- 
1963- 
1964- 
1965. 


13,  466 

15,  623 

16,  269 
17, 127 
13,  670 
13,  687 

13,  826 

14,  039 
14, 190 


874 
1,188 
1,797 
1,605 
1,690 
1,739 
1,779 
1,816 


137 
139 
169 
1.58 
160 
155 
158 
157 


57 
56 
60 
16 
16 
15 
15 
15 


13,  466 

16,  691 

17,  652 
19, 153 

3  15,  449 
15,  553 
15,  735 
15,  991 
16, 178 


1  Estimated  by  the  Post  Office  Department  for  1955  and  thereafter.  Sale  of  Series  E  savings  bonds  was 
discontinued  at  post  offices  at  the  close  of  business  on  Dec.  31, 1953,  except  in  those  localities  where  no  other 
public  facilities  for  their  sale  were  available. 

2  "All  others"  included  with  companies  operating  pajToll  plans. 

3  Substantial  reduction  due  to  reclassification  by  Federal  Reserve  banks  effective  Dec.  31, 1960,  to  include 
only  the  actual  number  of  entities  currentlj'  qualified. 

Interest  checks  issued  on  current  income  type  savings  bonds  (Series 
H  and  K)  during  the  year  totaled  5,217,914  with  a  value  of  $323,033,- 
173.  New  accounts  established  for  Series  H  bonds,  the  only  current 
income  type  savings  bond  presently  on  sale,  totaled  142,214,  wliile  ac- 
counts closed  for  Series  H  bonds  totaled  131,553,  an  increase  of  10,661 
accounts. 

Applications  received  during  the  year  for  the  issue  of  duplicates  of 
savings  bonds  lost,  stolen,  or  destroyed  after  receipt  by  the  registered 
owner  or  his  agent  totaled  34,439.  In  22,720  of  these  cases  the  is- 
suance of  duplicate  bonds  was  authorized.  In  addition,  12,735  ap- 
plications for  relief  were  received  in  cases  where  the  original  bonds 
were  reported  as  not  being  received  after  having  been  mailed  to  the 
registered  owner  or  his  agent. 


OFFICE  OF  THE  TREASURER  OF  THE  UNITED  STATES 

The  Treasurer  of  the  United  States  is  responsible  for  the  receipt, 
custody,  and  disbursement,  upon  proper  order,  of  the  public  moneys 
and  for  maintaining  records  of  the  source,  location,  and  disposition  of 
these  funds.  Federal  Reserve  banks  as  fiscal  agents  of  the  United 
States  perform  many  functions  for  the  Treasurer.  These  include: 
The  verification  and  destruction  of  U.S.  paper  currency ;  the  redemp- 
tion of  public  debt  securities ;  the  keeping  of  cash  accounts  in  the  name 
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of  the  Treasurer;  the  acceptance  of  deposits  made  by  Government 
officers  for  credit;  and  the  custody  of  bonds  held  to  secure  public 
deposits  in  commercial  banks. 

Commercial  banks  qualifying  as  depositaries  provide  banking  facili- 
ties for  the  Government  in  the  United  States  and  in  foreign  countries. 
Data  on  the  transactions  handled  for  the  Treasurer  by  Federal  Re- 
serve banks  and  commercial  banks  are  reported  daily  to  the  Treasurer 
and  are  entered  in  the  Treasurer's  general  accounts. 

The  Treasurer  maintains  current  summary  accounts  of  all  receipts 
and  expenditures;  pays  the  principal  and  interest  on  the  public  debt; 
provides  checking  account  facilities  for  Government  disbursing  offi- 
cers, corporations,  and  agencies ;  pays  checks  drawn  on  the  Treasurer 
of  the  United  States  and  reconciles  the  checking  accounts  of  the  dis- 
bursing officers;  procures,  stores,  issues,  and  redeems  U.S.  currency; 
audits  redeemed  Federal  Reserve  currency;  examines  and  determines 
the  value  of  mutilated  currency ;  and  acts  as  special  agent  for  the  pay- 
ment of  principal  and  interest  on  certain  securities  of  U.S.  Govern- 
ment corporations  and  on  certain  securities  issued  by  Puerto  Rico  on 
or  before  January  1, 1940. 

The  Office  of  the  Treasurer  maintains  facilities  at  the  Treasury  to : 
Accept  deposits  of  public  moneys  by  Government  officers;  cash  U.S. 
savings  bonds  and  checks  drawn  on  the  Treasurer ;  receive  excess  and 
unfit  currency  and  coins ;  and  conduct  transactions  in  both  marketable 
and  nonmarketable  public  debt  securities.  The  Office  also  prepares 
the  Daily  Statement  of  the  United  States  Treasury  and  the  monthly 
Circulation  Statement  of  United  States  Money. 

Under  the  authority  delegated  by  the  Comptroller  General  of  the 
United  States,  the  Treasurer  processes  claims  arising  from  forged  en- 
dorsements and  other  irregularities  involving  checks  paid  by  the 
Treasurer  and  passes  upon  claims  for  substitute  checks  to  replace  lost 
or  destroyed  mipaid  checks. 

The  Treasurer  of  the  United  States  is  Treasurer  of  the  Board  of 
Trustees  of  the  Postal  Savings  System.  She  is  also  custodian  of  bonds 
held  to  secure  x^ublic  deposits  in  commercial  banks,  bonds  held  to  secure 
postal  savings  on  deposit  in  banks,  and  miscellaneous  securities  held  for 
other  agencies. 

Management  improvement 

This  year's  management  improvements  were  concentrated  in  the 
areas  of  better  utilization  of  personnel  and  other  resources,  motivating 
employees  to  increase  their  proficiency  and  usefulness  to  the  bureau, 
and  more  effective  organizational  structure.  Nine  incentive  awards 
were  given  to  keypunch  operators  in  recognition  of  their  noteworthy 
proficiency. 

In  other  data  processing  operations,  certain  reports,  records,  and 
procedural  steps  were  eliminated,  thus  freeing  personnel  and  machines 
for  additional  services  to  other  Treasury  offices. 

Reorganizations  included  a  change  in  the  check  claims  activity  de- 
signed to  eliminate  bottlenecks  in  the  review  process  by  expanding  top 
level  review  capabilities,  facilitating  and  unifying  claims  examiner 
training,  and  providing  greater  staffing  flexibility. 
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Assets  and  liabilities  in  the  Treasurer's  account 

A  summary  of  the  assets  and  liabilities  in  the  Treasurer's  account  at 
the  close  of  the  fiscal  years  1964  and  1965  is  shown  in  table  58. 

The  assets  of  the  Treasurer  consist  of  gold  and  silver  bullion,  coin 
and  paper  currency,  deposits  in  Federal  Reserve  banks,  and  deposits  in 
commercial  banks  designated  as  Government  depositaries. 

Gold. — The  Treasurer's  gold  assets  declined  during  fiscal  1965  for 
the  eighth  consecutive  year.  The  net  reduction  of  $1,527.2  million, 
daily  Treasury  statement  basis,  shown  in  table  58,  includes  a  payment 
of  $258.8  million  on  Jmie  30, 1965,  for  25  percent  of  the  increase  in  the 
quota  of  the  United  States  in  the  International  Monetary  Fund  and 
other  disbursements  of  $1,755.1  million,  oilset  by  receipts  of  $486.6 
million. 

Silver. — The  Treasurer's  Office  continued  the  policy  of  reducing  the 
amount  of  silver  certificates  outstanding  so  that  silver  bullion  securing 
such  certificates  could  be  released  to  the  Bureau  of  the  Mint  for  coin- 
age. Commercial  demands  for  silver  were  met  by  exchanging  bullion 
for  silver  certificates  at  the  New  York  and  San  Francisco  assay  offices 
under  instructions  issued  by  the  Secretary  on  July  22,  1963  (28  F.E. 
7530). 

The  results  achieved  for  the  fiscal  year  are  shown  below  on  the  basis 
of  the  daily  Treasury  statement. 


Silver  bullion 


Value  at  $1.29+  per  oz. 
(In  millions) 


Available  for  release  at  beginning  of  fiscal  year  1965  ' 

Increase  from  reduction  in  silver  certificates  outstanding  i . 


Total  available  for  all  purposes  during  the  year 

Disposition: 
Exchanged  for  silver  certificates 

Released  for  coinage,  etc.,  at  request  of  Bureau  of  the  Mint_ 

Balance  available  at  end  of  fiscal  year  1965  ' 


$213. 5 
365.9 


$27.2 
933.8 


961.0 
-579. 4 


381.6 


1  See  table  58. 


The  following  table  also  on  the  basis  of  the  Dally  Statement  of  the 
United  States  Treasury  summarizes  transactions  in  silver  bullion  of 
all  types  during  fiscal  1965. 


Silver  bullion 

Fiscal  year  1965 

Held  to 
secure  silver 
certificates 

Held  for  coinage,  etc. 

Monetary 
value 

Monetary 
value 

Cost 
value 

Recoinage 
value 

(In  millions) 

On  hand  July  1, 1964          .                   .      .      .  

$1,  846.  8 

$1.4 
-3.1 

$10.2 
-1.4 

'$0.1 

Received(+),  or  disbursed(— ),  net-- 

+.5 

-213. 5 
-365. 9 

Released  for  coinage                            -            --    

+365. 9 
-354. 3 

Used  in  coinaee 

-.6 

On  hand  June  30, 1965     ..- 

1, 267.  4 

9.9 

8.8 

'  Revised. 
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Balances  with  depositaries. — The  following  table  shows  the  number 
of  each  class  of  depositaries  and  balances  on  June  30, 1965. 


Class 

Number  of 
accounts  with 
depositaries ' 

Deposits  to  the 

credit  of  the 

Treasurer  of  the 

United  States 

June  30, 1965 

Fpiieral  KPSprvft  ban  Irs  nnd  hranphfls, 

36 

47 

1,946 

12, 186 

62 

2  $905, 499, 624 
38,604,737 

224,  %0, 022 

10, 688, 996, 287 

56,118,926 

Other  domestic  depositaries  reporting  directly  to  the  Treasurer 

Depositaries  reporting  through  Federal  Reserve  banks: 
General  depositaries,  etc  . 

Special  depositaries,  Treasury  tax  and  loan  accounts  . 

Foreign  depositaries  ' 

Total - 

14,277 

11,914,179,595 

'Includes  only  depositaries  having  balances  with  the  Treasurer  of  the  United  States  on  June  30,  1965. 
Excludes  depositaries  duly  designated  for  this  purpose  but  having  no  balances  on  that  date  and  those 
designated  to  furnish  official  checking  account  facilities  or  other  services  to  Government  officers,  but  which 
are  not  authorized  to  maintain  accounts  with  the  Treasurer.  Banking  institutions  designated  as  general 
depositaries  are  also  frequently  designated  as  special  depositaries,  hence  the  total  number  of  accoimts  exceeds 
the  number  of  institutions  involved. 

2  Includes  checks  for  $233,455,909  in  process  of  collection. 

'  PrtnclpaUy  branches  of  U.S.  banks  and  of  the  American  Express  Co.,  Inc. 

Bureau  operations  '^    ' 

Receiving  and  disbursing  public  moneys. — Government  officers  de- 
posit moneys  collected  to  the  credit  of  the  Treasurer  of  the  United 
States,  either  with  the  Treasurer  at  Washington,  with  Federal  Reserve 
banks,  or  at  designated  Government  depositaries,  domestic  or  foreign. 
All  payments  are  withdrawn  from  the  Treasurer's  account.  Moneys 
deposited  and  withdrawn  in  the  fiscal  years  1964  and  1965,  exclusive 
of  certain  intragovernmental  transactions,  are  shown  in  the  following 
table  on  the  daily  Treasury  statement  basis. 


Deposits,  withdrawals,  and  balances  In  the  Treasurer's  account 


Balance  at  beginning  of  fiscal  year. 


Cash  deposits: 

Internal  revenue,  customs,  trust  fund,  and  other  collections. . 
Public  debt  receipts  ' 

Less: 
Accrued  discount  on  savings  bonds  and  Treasury  bUls. 

Purchases  by  Government  agencies 

Sales  of  securities  of  Government  agencies  in  market 


Total  deposits. 


Cash  withdrawals: 

Budget  and  trust  accoimts,  etc 

Public  debt  redemptions  ' 

Less: 

Redemptions  included  in  budget  and  trust  accounts 

Redemptions  by  Government  agencies 

Redemptions  of  securities  of  Government  agencies  ia  market 

Total  withdrawals 


Change  In  clearing  accounts  (checks  outstanding,  deposits  in  transit, 
unclassified  transactions,  etc.),  net  deposits,  or  withdrawals  (— ) 

Balance  at  close  of  fiscal  year 


1964 


$12, 116. 176, 163 


121,581,066.544 
230, 012, 138, 001 

-3, 372, 296, 050 

-51,118,494,823 

8,917,936,633 


306, 020, 350, 305 


124, 065, 882, 136 
224,158,871,740 

-2, 273, 223, 086 

-48, 373, 355, 385 

8,031,959,150 


305.  610, 134,  555 


-1, 490, 660,  704 


11,035,731,209 


1965 


$11,035,731,209 


125, 464, 340, 732 
239, 286, 169, 978 

-3,717,131,345 

-49,395,891,396 

10, 676, 163, 749 


322,313,651,718 


126, 395, 262, 802 
233,725,170,252 

-3,467,431,831 

-46, 973, 403, 368 

10, 475, 544, 025 


320,155,141,880 


-583, 976, 412 


12, 610, 264, 635 


'  For  details  see  table  41. 


Issuing  and  redeeming  paper  currency/. — By  law  the  Treasurer  is  the 
agent  for  the  issue  and  redemption  of  U.S.  paper  currency.  The 
Treasurer's  Office  procures  all  U.S.  paper  currency  from  the  Bureau 
of  Engraving  and  Printing  and  places  it  in  circulation  as  needed, 
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chiefly  through  the  facilities  of  the  Federal  Reserve  banks  and  their 
branches. 

The  Federal  Reserve  banks  and  branches,  as  agents  of  the  Treasury, 
redeem  and  destroy  the  major  portion  of  the  U.S.  currency  as  it  be- 
comes unfit  for  circulation.  A  small  amount  is  handled  directly  by 
the  Treasurer's  Office. 

Federal  Reserve  banks  issue  Federal  Reserve  notes ;  they  also  redeem 
these  notes,  cut  them  in  half,  and  forward  the  halves  separately  to 
Washington  where  the  Currency  Redemption  Division  of  the 
Treasurer's  Office  verifies  the  lower  halves  and  the  Office  of  the  Comp- 
troller of  the  Currency  verifies  the  upper  halves.  Both  halves  are  then 
destroyed  under  the  direction  of  a  special  committee. 

The  Currency  Redemption  Division  also  redeems  unfit  paper  cur- 
rency all  types  received  from  local  sources  in  Washington  and  from 
Government  officers  abroad;  and  examines  and  identifies  for  lawful 
redemption  all  burned  and  mutilated  currency  received  from  any 
source.  During  fiscal  1965  the  Division  examined  such  currency  for 
46,692  claimants  and  made  payments  totaling  $12,899,447. 

A  comparison  of  tlie  paper  currency  of  all  classes,  including  Federal 
Reserve  notes,  issued,  redeemed,  and  outstanding  during  the  fiscal 
years  1964  and  1965  follows. 


Fiscal  year  1964 

Fiscal  year  1965 

Pieces 

Amount 

Pieces 

Amount 

Outstanding  July  1 

3, 920, 084, 726 
1, 866, 174, 623 
1, 669, 350. 864 
4,116,908,485 

$37, 484,  776, 160 

10,239,966,528 

8,165,614,017 

39, 559, 128, 671 

4,116,908,485 
1,985,469,083 
1,560,382,209 
4,541,995,359 

$39, 559, 128, 671 

Issues  during  vear.    .. 

9, 826, 962,  793 

Redemptions  during  year 

Outstanding  June  30 

10, 721, 313,  796 
38, 664,  777, 668 

Table  65  shows  by  class  and  denomination  the  value  of  paper 
currency  issued  and  redeemed  during  the  fiscal  year  1965  and  the 
amounts  outstanding  at  the  end  of  the  year.  Tables  60  through  64 
give  further  details  on  the  stock  and  circulation  of  money  in  the 
United  States. 

Paying  grants  tJirovgh  letters  of  credit. — Treasury  Department  Cir- 
cular No.  1075  dated  May  28, 1964,  established  a  procedure  "to  preclude 
withdrawals  from  the  Treasury  any  sooner  than  necessary"  in  cases 
where  Federal  programs  are  financed  by  grants  or  other  payments  to 
State  or  local  governments  or  to  educational  or  other  institutions. 
Under  this  procedure  Government  departments  and  agencies  issue 
letters  of  credit  which  permit  grantees  to  make  withdrawals  from  the 
account  of  the  Treasurer  of  the  United  States  as  they  need  funds  to 
accomplish  the  object  for  which  a  grant  has  been  awarded. 

By  the  close  of  fiscal  1965,  more  than  1,500  letters  of  credit  had  been 
issued  by  the  nine  Government  departments  and  agencies  which  had 
put  this  procedure  into  effect  for  one  or  more  of  their  programs.  A 
total  of  5,065  withdrawal  transactions,  under  letters  of  credit,  involv- 
ing $1,549.2  million,  had  been  processed  by  June  30, 1965. 

Cheeking  accounts  of  dishurshig  officers  and,  agencies. — As  of  June 
30,  1965,  the  Treasurer  maintained  2,145  checking  accounts,  compared 
with  2,174  the  year  before.  The  number  of  checks  paid  by  categories 
of  disbursing  officers  during  fiscal  1964  and  1965  follows. 
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Disbursing  officers 

Number  of  checks  paid 

1964 

1965 

Treasury 

355,813.618 
27, 813, 399 
33,034,809 
33,340,716 
24,  244,  516 

362,071,237 

Army_.  

28,418,544 

Navy 

33, 303, 977 

Air  Force.—  - -  - -  - 

34,  557, 707 

Other -      --                 

24, 259, 758 

Total 

474,  247, 058 

482,611,223 

Settling  check  claims. — The  Treasurer  processed  393,000  requests 
to  stop  payment  on  Government  checks,  and  21,000  requests  for  infor- 
mation and  for  photostatic  copies  of  paid  checks  during  the  fiscal 
year.  Sixty-six  thousand  requests  for  removal  of  stop  payments  were 
processed. 

The  Treasurer  acted  upon  229,000  paid  check  claims  including  those 
involving  the  forgery,  alteration,  coimterfeiting,  or  fraudulent  issu- 
ance and  negotiation  of  Government  checks  which  were  referred  to  the 
U.S.  Secret  Service  for  investigation.  Reclamation  was  requested  from 
those  having  liability  to  the  United  States  on  33,459  claims,  and 
$3,672,329  was  recovered.  Settlements  and  adjustments  were  made  on 
26,480  forgery  cases  totaling  $3,736,798.  Payments  from  the  check 
forgery  insurance  fund,  established  to  enable  the  Treasurer  to  expedite 
settlement  of  check  claims,  totaled  $675,628.  As  recoveries  are  made, 
these  moneys  are  restored  to  the  fund.  Settlements  totaling  $4,535,198 
have  been  made  from  the  check  forgery  insurance  fund  since  its 
establishment  in  1941. 

Claims  by  payees  and  others  involving  114,000  outstanding  checks 
were  acted  upon.  Of  these,  98,000  were  certified  for  issuance  of  sub- 
stitute checks  valued  at  $30,370,000  to  replace  checks  not  received,  i.e., 
lost,  stolen,  or  destroyed. 

Collecting  checks  deposited. — Government  officers  during  the  year 

deposited   more  than   7,202,000   commercial   checks,   drafts,   money 

orders,  etc.,  with  the  Cash  Division  in  Washington  for  collection. 

Custody  of  securities. — The  face  value  of  securities  held  in  the  custody 

of  the  Treasurer  as  of  June  30, 1964,  and  June  30, 1965,  is  shown  below. 


Purpose  for  which  held 

June  30 

1964 

1965 

As  collateral: 

To  secure  deposits  of  public  moneys  in  depositary  banks 

$118,313,100 

16,927,000 

6,591,000 

35, 609, 163, 447 

432, 079, 000 

14, 790, 000 

1, 142, 077, 900 

125,  639, 626 

130, 646,  529 

35, 800, 800 

12, 056, 059, 132 

79,604,970 

1,630,409,950 

$75, 223, 100 

To  secure  postal  savings  funds 

18,917,000 

In  lieu  of  sureties.-.     __  _  _     ._ . 

4, 057,  500 

In  custody  for  Government  officers  and  others: 

For  the  Secretary  of  the  Treasury  1 .  -  -  --. 

34, 908, 409, 499 

For  Board  of  Trustees.  Postal  Savings  System 

355, 579,  000 

For  the  Comptroller  of  the  Currency ._. 

16, 388, 500 

For  the  Federal  Deposit  Insurance  Corporation 

1, 169, 148, 000 

For  the  Rural  F.loctrifi cation  Administration 

124,368,030 

For  the  District  of  Columbia..  ._  _  

140, 849, 297 

For  the  Commissioner  of  Indian  Affairs 

35,016,075 

Foreign  securities  2 

12,051,630,530 

Others 

69,895,011 

For  Government  security  transactions: 

Unissued  bearer  securities 

1,758,882,800 

Total. 

51,398,102,454 

50,  728, 364, 342 

•  Includes  those  securities  listed  in  table  108  as  in  custody  of  the  Treasury. 

'  Issued  by  foreign  governments  to  the  ITnited  States  for  Indebtedness  arising  from  World  War  I. 
^Includes  U.S.  savings  bonds  in  safekeeping  for  individuals. 


782-556 — 66- 
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Servicing  securities  for  Federal  agencies  and  for  certain  other  gov- 
ernments.— In  accordance  with  agreements  between  the  Secretary  of 
the  Treasury  and  various  Government  corporations  and  agencies  and 
Puerto  Kico,  the  Treasurer  of  the  United  States  acts  as  special  agent 
for  the  payment  of  principal  of  and  interest  on  their  securities.  The 
amounts  of  these  payments  during  the  fiscal  year  1965,  on  the  daily 
Treasury  statement  basis,  follow. 


Payment  made  for 

Principal 

Interest  paid 
with  principal 

Registered 
interest  i 

Coupon 
interest 

Banks  for  cooperatives 

$1,250,860,000 

$24,651,751 

District  of  Columbia  Armory  Board... 

$829,227 
40,677,904 

Federal  home  loan  banks _ 

3,801,345,000 

782,312,950 

2, 977, 095, 000 

566, 624, 600 

346,898,000 

210,500 

23,475 

111,956,982 

11,423,748 

88,864,417 

15, 705 

Federal  Housing  Administration 

$34,832,762 

Federal  intermediate  credit  banks 

Federal  land  banks . 

9,325,868 

119, 925, 542 
67  253  315 

Federal  National  Mortgage  Association. 

Puerto  Rico 

67,548 
2,924 

others 

R 

Total..  . 

9,725,369,525 

236,912,612 

44, 158, 630 

228,746,460 

1  On  the  basis  of  checks  issued. 


Office  of  Foreign  Assets  Control 

The  Office  of  Foreign  Assets  Control  is  responsible  for  administer- 
ing the  Treasury  Department's  freezing  controls  under  section  5(b) 
of  the  Trading  with  the  Enemy  Act.  The  controls  under  the  Foreign 
Assets  Control  Regulations  with  respect  to  trade  and  financial  trans- 
actions with,  and  assets  in  the  United  States  of  Communist  China, 
North  Korea,  North  Vietnam  and  their  nationals  were  continued  dur- 
ing the  1965  fiscal  year.  The  prohibitions  under  the  regulations  relat- 
ing to  the  purchase  and  importation  of  Communist  Chinese,  North 
Korean,  and  North  Vietnamese  merchandise  and  the  procedures  for 
specified  commodities  of  types  principally  imported  from  mainland 
China  prior  to  the  regulations  also  remained  relatively  unchanged. 
The  enforcement  measures  taken  by  the  Control  during  fiscal  1965 
included,  in  addition  to  $151,907  in  fines  and  forfeitures  collected,  one 
successful  criminal  prosecution  and  one  indictment. 

The  Cuban  Assets  Control  Regulations  were  also  continued.  These 
regulations  were  issued  under  section  5(b)  of  the  Trading  with  the 
Enemy  Act  and  also  under  section  620(a)  of  the  Foreign  Assistance 
Act  of  1961.  They  apply  to  Cuba  and  nationals  thereof  and  are  of 
the  same  nature  as  the  controls  applied  to  China,  North  Korea,  and 
North  Vietnam  under  the  Foreign  Assets  Control  Regulations.  That 
is,  they  block  all  Cuban  assets  in  the  United  States  and  prohibit  all 
unlicensed  financial  and  commercial  transactions  by  Americans  with 
Cuba  or  nationals  thereof. 

The  Office  of  Foreign  Assets  Control  also  administers  the  Trans- 
action Control  Regulations  which  supplement  the  export  controls 
exercised  by  the  Department  of  Commerce  over  direct  exports  from 
the  United  States  to  the  Soviet  bloc.  The  Transaction  Control  Regu- 
lations prohibit,  unless  licensed,  any  person  within  the  United  States 
from  purchasing  or  selling  or  arranging  the  purchase  or  sale  of  inter- 
nationally controlled  strategic  commodities  located  outside  the  United 


ADMINISTRATIVE    REPORTS  115 

States  for  ultimate  delivery  to  the  Soviet  bloc.  As  in  the  case  of  both 
the  Foreign  Assets  and.  Cuban  Assets  Control  Regulations,  the  prohi- 
bitions apply  not  only  to  domestic  American  companies  but  also  to 
foreign  firms  owned  or  controlled  by  persons  within  the  United  States. 

Internal  Revenue  Service  ^ 

The  Internal  Revenue  Service  administers  the  internal  revenue  laws 
embodied  in  the  Internal  Revenue  Code  (Title  26  U.S.C.)  and  certain 
other  statutes,  including  the  Federal  Alcohol  Administration  Act  (27 
U.S.C.  201-212),  the  Liquor  Enforcement  Act  of  1936  (18  U.S.C.  1261, 
1262,  3615),  and  the  Federal  Firearms  Act  (15  U.S.C.  901-909).  It 
is  the  mission  of  the  Service  to  encourage  and  achieve  the  highest 
possible  degree  of  volmitary  compliance  with  the  tax  laws  and  regula- 
tions and  to  maintain  the  highest  degree  of  public  confidence  in  the 
integrity  and  efficiency  of  the  Service. 

Major  management  improvements 

The  Service  compiled  its  most  impressive  record  in  improving  op- 
erations and  reducing  costs  during  the  fiscal  year  1965.  Recurring, 
onetime,  and  incentive  awards  savings  from  cost  reduction  and  man- 
agement improvements  totaled  $17.1  million,  an  increase  of  47 
percent  over  the  previous  high  of  $11.6  million  in  fiscal  1963.  Twenty- 
five  individual  management  improvement  and  cost  reduction  actions, 
each  of  w^hich  produced,  or  will  produce  annual  savings  in  excess  of 
$100,000,  made  a  substantial  contribution  to  the  total  savings.  Only 
11  comparable  actions  were  completed  in  1964. 

Major  systems  and  procedural  changes. — The  following  are  ex- 
amples of  the  changes  made  during  fiscal  1965  to  effect  optimum 
utilization  of  resources:  (1)  A  new  system  which  transfers  data 
directly  from  magnetic  tape  to  microfilm  has  been  adopted  for  pro- 
duction of  final  printed  computer  outputs  such  as  indexes  and  settle- 
ment registers  for  use  in  district  offices  and  sei^vice  centers.  The  small 
volume  of  microfilm  contrasts  sharply  with  the  great  volume  of  paper 
outputs  previously  necessary.  Savings  m  manpower  (four  man- 
years),  space,  paper,  and  computer  printout  time  are  estimated  at 
$298,700  annually  beginning  in  1966.  (2)  A  computerized  tape  library 
system  was  devised  w^iich  enabled  the  Service  to  defer  additional  tape 
purchases  estimated  at  $303,000.  (3)  Simplified  key  punching  pro- 
cedures resulted  in  first  year  savings  of  136  man-years  and  $542,800 
during  fiscal  1965.  (4)  Purchasing  rather  than  leasing  computers  and 
certain  other  ADP  equipment  was  found  to  be  to  the  Government's 
advantage.  Nonrecurring  savings  to  be  realized  through  this  change 
are  estimated  at  $1  million  over  the  next  three  years.  (5)  Issuance 
by  service  centers  of  followup  notices  on  individual  income  tax  ac- 
counts completes  the  mechanization  of  all  major  collection  notices  to 
the  taxpayer.  This  changeover  will  result  in  savings  of  128  man-years 
and  $587,000  in  fiscal  1966  and  ensuing  years.  (6)  Section  6405  of  the 
Internal  Revenue  Code  of  1954  requires  reports  to  the  Joint  Committee 
on  Internal  Revenue  taxation  of  all  refunds  and  credits  of  income, 


1  Additional  information  will  be  found  in  the  separate  Annual  Report  of  the  Commis- 
sioner of  Internal  Revenue. 
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war  profits,  excess  profits,  and  estate  and  gift  tax  in  excess  of  $100,000. 
Simplification  of  the  processing  of  these  cases  will  produce  substantial 
benefits  including  savinos  on  interest  payments  estimated  at  $2.0 
million  annually.  (7)  Authority  has  been  obtained  from  the  Joint 
Committee  on  Printing  to  decentralize  reprints  of  tax  forms  for  all 
regions.  This  authority  provides  a  means  for  obtaining  emergency 
supplies  of  tax  forms  from  commercial  or  GPO  plants;  other  refine- 
ments in  estimation  of  requirements  were  made,  resulting  in  estimated 
annual  savings  of  $350,000. 

Management  of  7nanpotoer  resources. — A  few  examples  of  the  many 
actions  taken  by  the  Service  during  the  year  to  improve  manpower 
utilization  are  described  below : 

A  survey  to  evaluate  the  utilization  of  manpower  assigned  to  alcohol 
and  tobacco  tax  enforcement  was  completed.  It  involved  a  compre- 
hensive appraisal  and  assessment  of  the  enforcement  organization  and 
operations  in  each  region  to  determine  what  steps  could  be  taken  at 
regional,  branch,  and  post-of-duty  levels  to  achieve  more  effective  and 
efficient  utilization  of  investigative  manpower.  Implementation  of 
survey  recommendations  resulted  in  a  net  reduction  of  35  man-years 
in  enforcement  manpower  valued  at  $260,000. 

Extensive  revision,  including  the  development  of  improved  train- 
ing materials,  of  the  classroom  portion  of  revenue  officer  training  was 
completed.  The  new  shortened  course  will  enable  trainees  to  work 
independently  sooner  than  was  previously  possible.  Total  annual 
estimated  savings  of  28  man-years  and  $223,000  are  anticipated. 

Staffing  of  206  selected  local  offices  with  271  full-time  personnel  to 
assist  taxpayers  was  undertaken  to  provide  year-round  assistance, 
thereby  releasing  higher  paid  revenue  agents  and  officers  for  enforce- 
ment work.  Estimated  annual  savings  of  $250,000  are  based  on  the 
improved  utilization  of  manpower. 

Several  major  organizational  changes  were  made  to  improve  opera- 
tions and  increase  efficiency.  Among  other  benefits,  most  improve- 
ments resulted  in  supervisory  and  other  overhead  positions  being 
diverted  to  direct  enforcement  work,  thereby  reducing  requirements 
for  additional  manpower  to  meet  increasing  workloads.  Following 
are  some  of  the  most  significant  changes. 

Consolidation  of  New  York  and  NortJieast  regions. — Effective  Jan- 
uary 4, 1965,  by  authority  of  Treasury  Department  Order  No.  150-65,^ 
the  New  York  and  Northeast  regions  were  consolidated  into  a  single 
region,  the  North- Atlantic  Region,  with  headquarters  in  New  York 
City.  The  purpose  of  this  consolidation  was  to  bring  about  a  better 
balance  between  the  various  Internal  Revenue  Service  regions  and 
to  reduce  overhead  supervisory  expenses. 

Consolidation  of  O^ce  Collection  Force  {OCF)  organizations. — ■ 
Consolidating  OCF  organizations  in  large  metropolitan  areas  per- 
mitted centralization  of  nontechnical  functions  and  released  super- 
visory revenue  officers  for  direct  enforcement  work.  Savings  of  19.6 
man-years  and  $136,000  were  realized  during  the  year. 

Technical  Division  reorganized. — The  structure  of  the  technical 
organization  in  the  National  Office  was  realigned  by  type  of  tax  rather 


1  See  exhibit  70. 
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than  by  function.  The  new  organization,  fully  implemented  in  July 
1965,  is  designed  to  more  effectively  utilize  manpower  and  improve 
service  to  taxpayers. 

Chief  Counsets  office. — The  office  of  the  Chief  Counsel  was  reorga- 
nized by  the  addition  of  the  position  of  Deputy  Chief  Counsel  and 
the  establishment  of  a  new  division,  to  provide  for  a  more  efficient 
performance  of  administrative  and  nontax  legal  functions. 

Personnel 

A  major  step  in  the  personnel  program  of  the  Service  in  fiscal  1965 
was  participation  in  the  development  of  an  improved  position  man- 
agement and  control  system,  to  coordinate  manpower  cost  reduction 
efforts  of  line  managers  at  every  level  with  those  of  support  staff 
organizations.  Other  highlights  of  the  1965  program  included  the 
first  substantive  collective  bargaining  agreement  negotiated  between 
the  Service  and  an  employee  organization;  attitude  surveys  decen- 
tralized to  the  regions  and  conducted  in  nine  different  districts;  out- 
standing gains  in  the  suggestions  and  aAvards  program,  signaling 
increased  recognition  of  employee  contributions  to  good  management; 
and  further  progress  in  the  recruitment  and  redeployment  problems 
associated  with  the  continuing  conversion  from  manual  processing 
and  revenue  accounting  methods  to  ADP. 

Executive  selection  and  development. — The  executive  selection  and 
develo[)ment  program,  established  in  1955,  has  progressed  to  where 
it  now  represents  the  route  to  the  Service's  top  level  executive  posi- 
tions and  IS  the  means  through  which  the  Service  seeks  to  assure  itself 
n  staff  of  first-rate  career  executives.  Among  the  program's  120  grad- 
uates, for  example,  are  34  assistant  district  directors,  33  district  direc- 
tors, 7  assistant  service  center  directors,  3  service  center  directors,  20 
assistant  regional  commissioners,  and  11  National  Office  executives. 

Incentive  afvards  program. — Outstanding  progress  was  made  in 
fulfilling  President  Johnson's  expressed  desire  for  a  stronger  incen- 
tive awards  program  throughout  the  Federal  Government.  Fiscal 
year  1965  set  an  all-time  Service  high  for  suggestion  program  results 
with  an  increase  of  more  than  50  percent  in  suggestions  received, 
adopted,  and  in  estimated  savings.  At  the  same  time,  there  were 
noteworthy  increases  in  the  number  of  honor  and  perfonnance  awards 
presented  for  services  of  an  exceptional  nature. 

The  highlight  of  the  year's  program  was  the  Civil  Service  Com- 
mission's Tenth  Anniversary  Awards  Ceremony  on  December  4,  1964, 
at  which  President  Johnson  honored  30  top  cost-cutters  in  the  Federal 
Service,  of  whom  5  were  Service  employees  who  comprised  a  task 
force  which  initiated  savings  of  over  $900,000  annually. 

Equal  employment  program.. — The  Service  continued  to  place 
special  emphasis  upon  the  nondiscrimination  program — the  employ- 
ment of  minority  group  members,  women,  the  physically  handicapped, 
and  the  mentally  retarded. 

INIinority  group  members  were  employed  in  fiscal  1965  in  areas  and 
job  categories  which  heretofore  had  not  been  open  to  them.  The  ap- 
pointment of  two  minority  group  members  to  the  1965  Executive 
Selection  and  Development  Program  was  an  indication  of  the  progress 
of  this  program  within  the  Service. 
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The  Service  continued  to  employ  many  handicapped  persons  ranging 
from  those  of  limited  mental  ability  through  highly  skilled  profes- 
sional employees  with  physical  handicaps. 

Training 

It  has  been  demonstrated  that  training  programs  to  develop  better 
management  result  in  improved  service  to  the  public  and  the  mainte- 
nance of  the  highest  standards  of  personal  integrity,  therefore  the 
supervisory  and  management  development  program  was  strengthened. 
The  number  of  supei^isors  and  managers  selected  for  training  was 
increased,  and  laboratory-type  sessions,  IRS  case  study  material,  and 
other  improved  techniques  were  added  to  the  general  super\dsory  and 
managerial  training  courses.  Management  training  was  broadened 
by :  early  identification  and  training  of  potential  first-line  supervisors 
and  managers;  strengthening  training  of  supervisors  of  processing 
operations;  and  separate  programs  focusing  on  problems  of  supervi- 
sion in  individual  functions. 

Changes  in  tax  laws,  techniques  for  their  administration,  and  the 
continuing  effort  of  the  Service  to  assure  that  its  employees  develop 
the  highest  possible  skills  in  administering  and  interpreting  the  laws 
and  in  dealing  with  taxpayers  requires  that  operational  training 
programs  be  reexamined,  modified,  and  broadened.  Accordingly, 
several  siamificant  actions  were  taken  in  operational  areas  during  the 
year,  including,  for  example,  the  orientation  courses  in  ADP  for 
alcohol  and  tobacco  tax,  audit,  and  intelligence  personnel. 

Interpretation  and  communication  of  tax  law  to  taxpayers 

To  promote  voluntary  compliance,  the  foundation  of  our  unique 
self-assessment  system,  the  Service  strives  to  keep  the  public  well- 
informed  and  to  accommodate  administrative  practices  and  procedures 
for  the  convenience  of  taxpayers.  Programs  directed  toward  the 
accomplishment  of  these  objectives  include :  Publication  of  numerous 
tax  guides  covering  a  wide  variety  of  separate  tax  situations;  dis- 
semination of  information  through  news  media  by  a  broad  public 
information  program;  providing  direct  personal  taxpayer  assistance 
in  local  offices;  and  the  preparation  and  distribution  of  educational 
materials,  tax  forms  and  instructions,  regulations,  and  rulings. 

Puhlic  information  program. — Major  changes  in  the  tax  law  and  in 
administrative  procedures  led  to  an  increase  in  the  volume  and  variety 
of  information  supplied  to  mass  communications  media  durino;  196.5. 
The  provisions  of  the  1964  tax  reduction  law  were  emphasized  in  all 
materials  distributed  to  the  mass  media  during  the  income  tax  filing 
season.  Tliese  included  news  releases,  magazine  features,  television 
and  movie  films,  radio  scripts  and  spot  announcements.  In  addition, 
exhibits,  displays,  and  related  items  were  prepared  to  augment  filing 
season  communication. 

The  extension  of  the  automatic  data  processing  system  required  the 
dissemination  of  special  information  to  familiarize  taxpayers  with 
the  system.  As  an  illustration,  an  optional  filing  procedure  for  indi- 
vidual income  taxpayers  filing  refund  returns  was  initiated  in  the 
Southeast  Region.  Taxpayers  were  informed  through  newspaper,  tele- 
vision, and  radio  publicity  that  they  could  speed  up  their  refunds  and 
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facilitate  returns  processing  by  sending  their  returns  direct  to  the 
service  center  at  Cliamblee,  Ga.,  instead  of  to  tlieir  district  office.  The 
response  was  very  substantiaL 

Taxpayer  assistance  prog  rain.— Tho,  taxpayer  assistance  program 
initiated  in  fiscal  1964  on  a  year-round  basis,  provides  the  type  and 
degree  of  information  assistance  taxpayers  need  to  fulfill  tiieir  tax 
obligations  at  a  minimum  of  inconvenience  to  them  through  a  method 
most  efficient  and  economical  to  the  Government. 

Nationwide,  more  than  25  million  taxpayers  received  assistance 
durmg  the  year,  about  2  million  more  than  in  fiscal  1964.  Approxi- 
mately 16.2  million  taxpayers  were  assisted  through  telephone  con- 
tacts, which  is  stressed  as  an  effective  as  well  as  inexpensive  method 
of  providing  assistance  for  both  the  taxpayer  and  the  Government. 
For  the  nine  million  taxpayers  visitmg  Service  offices,  continued  em- 
phasis was  placed  on  the  self-help  method. 

Tax-return  fonns. — The  enactment  of  the  Revenue  Act  of  1964  re- 
quired the  revision  of  the  tax  rate  tables  of  all  income  tax  returns, 
both  individual  and  corporation.  The  Excise  Tax  Reduction  Act 
of  1965  will  necessitate  the  elimination  of  one  and  revision  of  several 
other  excise  tax  fonns.  Altogether,  over  250  forms,  instructions,  and 
related  docmnents  were  revised  or  reviewed  during  fiscal  1965. 

Tax  n'ulings. — The  National  Office  issues  rulings  to  answer  inquiries 
of  individuals  and  organizations  as  to  their  status  for  tax  purposes 
and  the  tax  effect  of  their  acts  or  transactions.  Rulings  are  written 
statements  issued  to  taxpayers  which  interpret  or  apply  the  tax  laws 
to  a  specific  set  of  facts.  During  the  year,  34,345  requests  (31,255  from 
taxpayers  and  3,090  from  field  offices)  for  teclinical  advice  were  proc- 
essed. At  the  close  of  the  year,  5,922  requests  for  rulings  and  tecluiical 
advice  were  on  hand,  excluding  a  relatively  small  nmnber  relating 
to  alcohol  and  tobacco  taxes. 

In  addition,  6,892  formal  and  informal  technical  conferences  were 
held  with  taxpayers  and  their  representatives. 

Regulations  program. — During  the  fiscal  year  1965,  85  final  regu- 
lations, 61  notices  of  proposed  rulemaking,  and  13  Executive  orders 
were  published  m  the  Federal  Register.  Three  notices  and  eight 
final  regulations  were  in  connection  with  alcohol  and  tobacco  tax 
administration. 

Fifteen  of  the  final  regulations  and  nine  notices  of  proposed  rule- 
making related  to  the  Revenue  Act  of  1964.  Fourteen  final  regulations 
and  six  notices  related  to  the  Revenue  Act  of  1962.  Several  final  regu- 
lations resulted  from  other  revenue  acts  while  others  were  written 
pursuant  to  administrative  decisions. 

Internal  revenue  collections  and  refunds 

Gross  collections. — Internal  revenue  collections  totaled  $114.4  billion 
in  fiscal  1965,  an  increase  of  $2.2  billion  over  1964  collections.  The 
decrease  of  nearly  $1  billion  from  1964  in  individual  income  tax  collec- 
tions was  due  to  the  lower  tax  rates  in  effect  during  fiscal  1965  under 
the  Revenue  Act  of  1964.  This  decrease  was  more  than  offset  by  col- 
lections of  corporation  income  taxes  which  increased  $1.8  billion. 
Some  of  this  increase  is  accounted  for  by  the  higher  proportion  of 
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corporation  income  tax  prepaid  through  estimated  payments  pursuant 
to  the  Revenue  Act  of  1964. 

Employment  tax  collections  exceeded  the  1964  total  by  $42.8  million, 
reflecting  the  higher  employment  level  throughout  1965.  Excise  tax 
collections  increased  6.1  percent  over  1964.  The  Excise  Tax  Reduc- 
tion Act  of  1965  ^  enacted  in  June  1965  did  not  affect  excise  tax 
collections  during  fiscal  year  1965. 

A  comparison  of  gross  collections  in  the  fiscal  years  1964  and  1965  by 
principal  types  of  tax  is  shown  below.  Collections  from  1936-65  by 
detailed  categories  are  given  in  table  21. 


Source 


In  thousands  of  dollars 


1964 


1965 


Income  taxes: 

Corporation 

Individual: 

Withheld  by  employers 

Other 

Total  individual  income  taxes 

Total  income  taxes --. 

Employment  taxes: 

Old-age  and  disability  insurance.. 

Unemployment  insurance 

Railroad  retirement 

Total  employment  taxes - .  - 

Estate  and  gift  taxes 

Excise  taxes: 

Alcohol — - 

Tobacco.- 

Other  excise 

Total  excise  taxes --- 

Total  collections 


24, 300,  863 


26, 131, 334 


39, 258, 881 
15,331,473 

36, 840, 394 
16, 820,  288 

54,590,354 

53,  660,  683 

78, 891, 218 

79, 792, 016 

15, 557,  783 
850, 858 
593, 864 

15, 846, 073 
622, 499 
635, 734 

17, 002, 504 

17, 104, 306 

2, 416, 303 

2,  745, 532 

3,  577, 499 
2, 052, 545 
8, 320, 188 

3,  772,  638 
2, 148,  594 
8,871,547 

13,950,232 

14,  792,  779 

112, 260, 257 


114,434,634 


Refunds. — Refunds  of  internal  revenue,  comprising  both  principal 
and  interest,  totaled  $6.1  billion  in  fiscal  1965,  compared  with  the  $7.2 
billion  refunded  in  1964.  This  was  due  primarily  to  the  fact  that 
the  Revenue  Act  of  1964  provided  for  a  greater  rate  of  reduction  in 
taxes  withheld  than  the  tax  rate  for  the  calendar  year  1964.  Conse- 
quently, for  many  individual  taxpayers  withholding  Avas  insufficient  to 
meet  their  tax  liability.  The  second-stage  decrease  in  tax  rates,  effec- 
tive for  taxable  years  beginning  after  December  31,  1964,  brings  the 
tax  and  withholding  more  in  line. 

Receipt  and  processing  of  returns 

Number  of  returns  filed. — A  total  of  102.5  million  tax  returns  were 
filed  in  fiscal  1965,  an  increase  of  2.4  million  over  1964.  Individual 
income  tax  returns  rose  1.7  million  to  65.9  million  in  1965.  Corpora- 
tion income  tax  returns  increased  53,000  to  1,420,000.  Approximately 
340  million  information  documents,  including  employers'  copies  of 
Forms  W-2  and  copies  attached  to  employees'  returns,  were  filed. 


1  See  exhibits  30,  31,  and  32. 
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Automatic  data  processing. — At  the  beginning  of  fiscal  1965,  four 
service  centers  serving  the  Mid-Atlantic,  Central,  Southeast,  and 
Southwest  regions  were  processing  business  returns  under  the  ADP 
master  file  concept.  On  January  1,  1965,  as  scheduled,  the  service 
centers,  at  Lawrence,  Mass.,  serving  the  North-Atlantic  Region,  at 
Kansas  City,  INIo.,  serving  the  INIidwest  Region,  and  at  Ogden,  Utah, 
serving  the  Western  Region  began  processing  business  returns  com- 
pleting installation  of  the  system  for  business  returns.  At  the  end 
of  fiscal  1965  the  Business  Master  File,  with  the  addition  of  accounts 
for  these  three  regions,  contained  over  5.0  million  taxpayer  accounts. 
In  the  first  half  of  fiscal  1965,  when  only  four  regions  were  on  the 
Business  Master  File,  nearly  4.2  million  returns  and  declarations  of 
estimated  tax  were  posted  to  the  file.  Over  8.4  million  returns  were 
posted  during  the  second  half  of  the  year  making  a  total  of  12.6 
million. 

During  fiscal  1965,  the  Southeast  Service  Center,  Chamblee,  Ga., 
was  in  its  fourth  year  of  processing  business  returns  and  in  its  third 
year  of  processing  individual  returns.  The  Mid-Atlantic  Service 
Center  was  in  its  third  year  of  processing  business  returns,  and  began 
processing  individual  returns  on  January  1,  1965.  With  the  addition 
of  the  Mid- Atlantic  Region,  the  Individual  Master  File  now  contains 
approximately  18  million  accounts.  In  fiscal  1965,  about  19  million 
returns  and  estimated  tax  declarations  were  posted  to  these  accounts. 
These  totals  for  the  Southeast  and  Mid-Atlantic  Regions  represent 
approximately  26.4  percent  of  individual  income  tax  returns  and  dec- 
larations filed  nationwide.  The  other  five  regional  service  centers 
will  begin  processing  individual  returns  in  1966  and  1967.  Thereafter, 
data  from  the  Federal  tax  returns  of  all  of  the  nation's  taxpayers, 
business  and  individual  alike,  will  be  recorded  on  the  master  file. 
Actually,  all  taxpayers  will  be  under  ADP  beginning  on  January  1, 
1966,  since  all  taxpayer  transactions  after  December  31,  1965,  will 
be  shown  on  returns  filed  in  1967  and  subsequent  processing  years. 

From  the  beginning  of  ADP,  it  was  apparent  that  the  most  efficient 
and  economical  regional  operation  would  be  dependent  upon  returns 
being  filed  directly  with  the  service  centers.  After  three  years'  experi- 
ence in  processing  business  returns,  and  two  in  processing  individual 
returns,  the  Southeast  Service  Center  began  to  test  the  direct  filing 
plan  on  January  1,  1965.  Taxpayers  in  that  region  were  given  the 
option  of  filing  their  individual  income  tax  returns  directly  with  the 
center  if  they  were  to  receive  a  refund.  About  4.3  million  taxpayers 
in  the  seven  State  area  exercised  this  option.  This  test  proved  that 
preliminary  processing  operations  can  be  performed  more  economi- 
cally at  the  service  centers.  The  option  will  be  continued  in  the  South- 
east Region  and  extended  to  taxpayers  in  the  Mid- Atlantic  Region 
during  the  1966  filing  period. 

The  IRS  Data  Center,  operating  independently  of  the  basic  ADP 
system,  will  be  located  in  Detroit,  Mich.  Beginning  January  1,  1966, 
the  Data  Center  will  assume  all  data  processing  activities  of  the  service 
centers  not  directly  related  to  the  ADP  master  file. 
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Enforcement  activities 

To  preserve  and  strengthen  the  vohmtary  compliance  system,  the 
Service,  through  a  comprehensive  enforcement  program,  seeks  to  as- 
sure that  all  taxpayers  pay  only  their  just  share  and,  where  warranted, 
prosecutes  taxpayers  who  ignore  or  seek  to  evade  their  tax  responsi- 
bilities. 

Examination  of  returns. — During  fiscal  1965,  3.5  million  returns 
were  examined.  This  decrease  of  4  percent  from  1964  reflects  a  con- 
tinuation of  the  cutback  planned  in  fiscal  1963  to  provide  a  more 
balanced  program  by  shifting  emphasis  from  the  examination  of  low 
income  nonbusiness  returns  to  that  of  higher  income  nonbusiness 
returns  and  small  business  returns.  The  number  of  returns  examined 
during  the  last  two  fiscal  years  is  shown  in  the  following  table. 


Type  of  return 


Income  tax: 

Corporation 

Individual  and  fiduciary. 
Kxempt  organizations 

Total  income  tax 

Estate  and  gift  taxes 

Excise  and  employment  taxes 

Grand  total 


In  thousands  of  returns 


1964 


163 

3,236 

10 


3,409 


31 

180 


3,620 


1965 


164 

3,092 
12 


3,268 


35 
1169 


13,472 


'Includes  623  interest  equalization  tax  returns  examined. 

A  total  of  $2,729  million  in  additional  tax  and  penalties  was  recom- 
mended on  returns  examined  in  fiscal  1965.  This  was  an  increase  of 
$179  million  over  the  previous  high  of  $2,550  million  in  fiscal  1964. 
Gains  of  $149  million  and  $47  million  over  1964  occurred  in  the  in- 
dividual and  corporation  tax  areas,  respectively.  Tlie  estate,  gift, 
excise,  and  employment  tax  areas  showed  a  net  decline  of  $15.9  million. 

The  interest  equalization  tax.  Public  Law  88-563,  approved  Sep- 
tember 2,  1964,  imposed  an  excise  tax  on  the  acquisition  by  American 
citizens  of  certain  foreign  securities  from  a  foreign  person.  In  the 
1965  fiscal  year  $2.1  million  in  additional  tax  and  penalties  were 
recommended  as  a  consequence  of  examining  interest  equalization 
tax  returns. 

The  Service  in  recent  years  expanded  its  exempt  organization  audit 
program,  developed  specialized  training  programs,  and  instituted 
studies  into  tax  abuses  in  this  area.  Data  processing  techniques  are 
also  being  applied  to  improve  compliance.  One  example  is  the  estab- 
lishment of  a  master  file  of  exempt  organizations. 

In  addition  to  the  increases  in  taxes  and  penalties  recommended, 
district  audit  personnel  determined  that  some  taxpayers  had  over- 
stated their  tax  liabilities  by  $144.6  million  exclusive  of  claims  for 
refund. 

Mathematical  'verification. — During  fiscal  year  1965,  62.9  million 
individual  income  tax  returns  were  mathematically  verified.  There 
were  3.9  million  taxpayer  errors  discovered,  an  increase  of  49  percent 
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over  fiscal  1964,  This  was  due  primarily  to  taxpayers'  misinterpreta- 
tion of  the  use  of  the  minimum  standard  deduction  incorporated  into 
law  beginning  with  the  calendar  year  1964. 

The  $99.9  million  in  net  yield — the  potential  additional  revenue 
accruing  from  the  difl'erence  between  the  taxpayer  errors  increasing 
revenue  and  the  taxpayer  errors  decreasing  revenue — exceeded  the 
fiscal  1964  net  yield  by  7.5  percent. 

Delinquent  returns. — The  Service  secured  1.2  million  delinquent 
returns  representing  $281.3  million  in  unreported  tax,  interest,  and 
penalties  cluring  fiscal  1965.  About  100,000  of  these  returns,  represent- 
ing $61.1  million  in  unreported  liabilities  were  secured  by  district 
audit  divisions  incidental  to  the  examination  of  returns.  The  bulk, 
approximately  1.1  million  returns  representing  $220.2  million,  was 
secured  through  the  established  delinquent  returns  program. 

Summary  of  additional  tax  from  direct  enforcement. — A  detailed 
comparison  of  additional  tax  assessments  from  direct  enforcement 
during  the  last  two  fiscal  years  follows. 


Sources 

In  thousands  of  dollars 

1964 

1965 

Additional  tax,  interest,  and  penalties  resulting  from  examination 

2,  062, 008 
165, 601 
'  2,  654 
275, 480 

2, 161, 187 

Increases  in  individual  income  tax  resulting  from  mathem.atical  verification. 
National  Identity  File' - 

194, 086 
3,374 

Tax,  Interest,  and  penalties  on  delinquent  returns    

S281,  278 

Total  additional  tax,  interest,  and  penalties 

'  2, 505,  642 

»  2, 629, 925 

Claims  disallowed  

445, 556 

278,  795 

'  Revised. 

1  An  interim  computer  procedure  established  in  regions  processing  individual  income  tax  returns  to 
Identify  taxpayers  filing  more  than  one  return.  When  the  Individual  Master  File  is  operative  nationwide 
this  procedure  will  no  longer  be  necessary. 

2  Includes  111  returns  with  additional  tax  and  penalties  of  $2,030,558  (interest  equalization  tax). 

Tax  fraud  investigations.,  indictments  and  convictions. — As  part  of 
the  Government's  drive  on  organized  crime,  the  Service  continued  to 
give  top  priority  to  the  investigation  of  the  tax  affairs  of  major 
racketeers.  During  fiscal  1965  many  racketeers  were  brought  before 
the  courts  for  tax  evasion.  The  fact  that  this  type  of  investigation 
requires  more  manpower  per  case  than  other  fraud  investigations, 
contributed  to  the  decline  in  the  number  of  full-scale  investigations 
completed  and  prosecution  recommendations.  Full-scale  investiga- 
tions totaled  3,643,  while  prosecution  was  recommended  in  2,382  cases. 
Preliminary  investigations  rose  from  9,846  in  fiscal  1964  to  10,520  in 
fiscal  1965. 

Indictments  were  returned  against  1,919  defendants,  an  increase  of 
342  over  fiscal  1964.  In  cases  reaching  the  courts,  1,251  defendants 
entered  pleas  of  guilty  or  nolo  contendere,  200  were  convicted,  86 
acquitted,  and  195  cases  were  nol-prossed  or  dismissed.  Convictions 
for  fraud  during  the  fiscal  year  1965  totaled  1,451,  well  above  the  past 
ten  years'  average  of  1,251, 

Alcohol  and  tohacco  tax  administration. — The  illicit  liquor  traffic 
concentrated  in  the  Southern  States  continues  to  be  the  major  enforce- 
ment problem  of  alcohol  and  tobacco  tax  investigators.    To  cope  with 
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tliis  problem  with  greater  success,  particular  emphasis  is  being  given  to 
the  perfection  of  cases  against  violators  posing  the  greatest  threat  to 
the  revenue  and  the  development  of  evidence  to  withstand  the  test  of 
trial  action. 

The  soundness  of  this  approach  was  reflected  in  the  increasingly 
receptive  attitude  of  United  States  attorneys  toward  such  cases,  and 
the  more  severe  sentences  imposed  by  the  courts.  Results  of  this 
firmer  attitude  were  apparent  m  the  length  of  prison  sentences  which 
averaged  449  days  in  fiscal  1965,  compared  to  403  days  in  fiscal  1964. 
Even  more  encouraging  was  the  result  of  trial  actions  in  conspiracy 
and  other  major  cases  in  which  sentences  increased  from  an  average  of 
584  days  in  fiscal  1964  to  1,165  days  (more  than  three  years)  in  fiscal 
1965. 

Data  on  seizures  and  arrests  resulting  from  investigative  work 
during  the  last  10  fiscal  years  follows. 


Fiscal  year 

Number  of 
stills  seized 

Gallons  of 
mash  seized 

Number  of 
arrests  made ' 

1956                             

14, 499 
11, 820 
9,272 
9,  225 
8, 290 
6,826 
6.886 
6,213 
6,837 
7,432 

8,  643, 200 
6, 756. 600 
5, 140, 800 
4, 655, 600 
4, 274, 400 
3, 669,  500 
3, 424,  6U0 
3, 092,  600 
3, 123, 800 
3, 637, 900 

11, 380 

1957.  .    -- 

11,513 

1958 

11, 631 

1959 

10, 912 

1960  .      ..                 --     

10,  376 

1961 

9,503 

1962 

9,126 

1963                                               .-     . 

8,507 

1964 _„     

8,198 

1965 

7,426 

'  Includes  arrests  for  firearms  violations  and  tobacco  tax  violations,  whicbi  numbered  254  and  1,  respec 
tively,  during  1965. 

A  total  of  30,552  on-site  inspections  of  plants  and  permittees  was 
completed  in  fiscal  year  1965.  The  decrease  of  about  1,000  from 
1964  reflected  a  planned  reduction  to  offset  the  additional  time  required 
for  more  comprehensive  evaluations  of  proprietors'  operations  under 
the  audit-type  approach. 

Firearms  law  enfoTcement. — In  the  fiscal  year  1965  investigations  of 
violations  of  the  National  and  Federal  firearms  acts  resulted  in  the 
perfection  of  394  criminal  cases,  254  arrests,  and  the  seizure  of  94 
vehicles  and  4,050  firearms.  Comparative  figures  for  1964  were  the 
perfection  of  373  criminal  cases,  300  arrests,  and  the  seizure  of  94 
vehicles  and  3,567  firearms. 

Collection  of  past-due  accounts. — There  were  2.4  million  accounts 
that  became  past  due  in  fiscal  1965.  Although  this  w^as  a  decrease  of 
21  percent  from  the  number  of  accounts  established  in  1964,  the  $1,551 
million  of  delinquent  tax  involved  was  $88  million  more,  as  a  result 
of  a  few  unusually  large  accomits.  The  decline  in  new  accounts  was 
largely  attributable  to  the  initiation  of  a  new  "followup  notice"  pro- 
cedure that  eliminated  the  need  for  further  enforcement  action  on  some 
accounts  and  deferred  action  on  the  remainder  until  early  in  the  next 
fiscal  year.  Other  factors  that  were  responsible  for  the  decrease  of  new 
past-due  accomits  compared  with  last  year  were :  (1)  increased  activity 
at  the  service  centers  in  Jmie  1964  which  resulted  in  the  establishment 
of  many  accounts  which  would  normally  have  been  established  in 
fiscal  1965,  and  (2)  the  salutary  effects  of  intensified  enforcement. 
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Progress  continued  to  be  made  in  the  program  emphasized  in  fiscal 
1964  to  reduce  the  inventory  of  past-due  accounts.  Over  2,8  million 
accounts  were  closed  during  fiscal  1965  resulting  in  an  all-time  low 
inventory  of  530,000  accounts,  almost  45  percent  below  the  balance  at 
the  close  of  fiscal  1964.  Because  a  few  of  the  new  past-due  accounts 
involved  unusually  large  amounts,  total  taxes  due  in  the  accounts  pend- 
ing at  the  end  of  the  year  aggregated  $1,182  million,  $84  million  more 
than  last  year. 

The  Service  continued  to  make  immediate  contacts  with  employers 
and  excise  taxpayers  who  failed  to  pay  withholding  and  similar  trust 
fund  taxes  when  due.  For  the  first  time  since  the  program  began 
there  was  a  decline  in  this  activity  in  fiscal  1965,  indicating  improved 
taxpayer  compliance.  The  total  of  148,000  notices  on  trust  fund  and 
dislionored  check  accounts  was  57,000  fewer  than  in  1964.  Of  these 
104,000,  or  70  percent,  were  closed  while  in  notice  status.  The  amount 
collected  was  $217  million,  compared  to  $247  million  in  1964. 

Appeals  and  civil  litigation. — Case  referrals  from  district  audit 
divisions  to  regional  appellate  divisions  were  22  percent  higher  in 
fiscal  year  1965  than  in  1964.  Partially  offsetting  the  impact  of  this 
increase  in  appeals  was  a  nine  percent  rise  in  the  cases  disposed  of  by 
appellate  divisions,  resulting  principally  from  more  effective  use  of 
manpower.  While  the  inventory  on  June  30,  1965,  was  22  percent 
above  a  year  ago,  anticipated  improvement  in  manpower  utilization  in 
areas  witli  the  heaviest  workloads  are  expected  to  permit  the  continued 
timely  handling  of  the  larger  caseload.  Petitions  filed  with  the  Tax 
Court  of  the  United  States  numbered  6,852. 

The  status  of  civil  cases  in  the  trial  courts  won  or  partially  won 
1)V  the  Government  during  fiscal  1965  was  as  follows:  In  the  Tax 
Court,  83  percent;  in  the  Court  of  Claims,  81  percent;  and  in  the  U.S. 
district  courts,  64  percent.  Comparable  percentages  for  the  preceding 
year  were  81  percent  for  the  Tax  Court,  58  percent  for  the  Court  of 
Claims,  and  60  percent  in  the  district  courts. 

The  Government  won  16  and  lost  6  of  the  22  civil  tax  cases  decided 
by  the  Supreme  Court  in  fiscal  1965.  Last  year  the  Court  sustained 
tlie  Government  in  five  such  cases  and  decided  against  it  in  two.  The 
Government  also  won,  in  whole  or  in  part,  302  (79  percent)  of  the 
381  civil  tax  cases  decided  by  courts  of  appeal  (exclusive  of  collection 
litigation  and  alcohol  and  tobacco  tax  legal  matters). 

International  activities 

The  overseas  affairs  of  the  Service  include  the  administration  of 
the  tax  laws  as  they  apply  to  U.S.  citizens  and  businesses  abroad,  par- 
ticipation in  the  negotiation  of  tax  conventions  and  preparation  of 
regulations  under  these  pacts,  and  the  furnishing  of  technical  assist- 
ance to  developing  countries. 

International  operations. — In  the  1965  fiscal  year  454,717  returns 
were  filed  with  the  Office  of  International  Operations,  7,279  more 
than  in  the  preceding  year.  Added  to  the  full  range  of  audit  and 
collection  activity  with  respect  to  these  returns  are  many  special  prob- 
lems not  usually  encountered  in  domestic  returns.  Such  problems 
are  attributable  to  the  complexity  of  the  laws  pertaining  to  interna- 
tional taxation  and  to  the  special  treatment  of  income  under  the  respec- 
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tive  tax  treaties.  As  a  consequence,  the  error  rate  on  returns  examined 
is  greater  than  the  rate  applicable  to  domestic  returns.  A  total  of 
22,104  returns  were  examined,  and  deficiencies  and  penalties  recom- 
mended amounted  to  $57.9  million.  Collections  against  18,753  past- 
due  accounts  of  taxpayers  totaled  $6.4  million. 

In  conducting  the  annual  overseas  taxpayer  assistance  and  education 
program,  assistance  was  given  to  45,131  U.S.  taxpayers  through  per- 
sonal and  telephone  contact  and  through  correspondence.  Also,  14 
schools  were  conducted  for  military  tax  instructors  assigned  to  assist 
armed  forces  personnel  abroad  in  the  preparation  of  their  tax  returns. 

Tax  GOTwentions. — Discussions  took  place  in  Washington  with  three 
countries  and  abroad  with  seven  countries  with  a  view  to  the  conclu- 
sion of  four  new  income  tax  conventions,  five  protocols  supplementing 
those  already  in  existence,  and  one  tax  convention  replacing  an  existing 
one.^ 

Foreign  tax  assistance. — The  Service's  foreign  tax  assistance  pro- 
gram meets  requests  for  technical  assistance  in  tax  administration 
from  developing  countries  of  the  free  world.  The  program  is  admin- 
istered by  the  Foreign  Tax  Assistance  Staff,  an  integral  part  of  the 
Commissioner's  office. 

Long-range  tax  modernization  teams  were  established  in  eight  more 
countries  in  fiscal  1965 :  Bolivia,  Brazil,  Costa  Rica,  Dominican  Re- 
public, India,  Panama,  Paraguay,  and  Uruguay.  Seventeen  such 
teams  now  are  active  overseas.  Previously  established  teams  are 
located  in  Chile,  Colombia,  Ecuador,  El  Salvador,  Guatemala,  South 
Korea,  Nicaragua,  Peru,  and  the  Republic  of  the  Philippines. 

The  Service  was  host  to  319  foreign  officials  and  students  from  54 
countries  including  the  chief  tax  officers  from  Brazil,  France,  Nica- 
ragua, and  Uruguay.  A  majority  of  the  visitors  received  special 
orientation  or  training  in  National  Office  and  field  operations. 

It  has  become  increasingly  clear  that  one  of  the  most  urgent  needs 
of  the  developing  countries  is  trained  personnel.  Two  pilot  programs 
were  introduced  this  year — a  course  for  audit  supervisors  from  Span- 
ish speaking  Latin  American  countries,  held  at  the  Albuquerque  Dis- 
trict Office  and  mobile  training  teams.  The  Albuquerque  course  was 
taught  entirely  in  Spanish  by  Spanish-speaking  Service  personnel. 
This  innovation  in  AID-sponsored  training  permitted  the  selection  of 
participants  solely  on  the  basis  of  their  abilities  in  tax  administration. 
The  mobile  training  teams  traveled  in  various  Latin  American  coun- 
tries and  were  prepared  to  teach  courses  ranging  from  basic  accounting 
to  advanced  audit  techniques  depending  on  the  capacity  of  host  coun- 
try trainees. 

Planning  activities 

The  planning  activities  of  the  Service  embrace  short  and  long-range 
estimates  and  forecasts,  a  current  program  of  research,  organizational 
planning,  statistical  reporting,  and  systems  development. 

Long-range  plan?rhig. — The  long-range  plan  of  the  Service  provides 
an  essential  management  and  planning  tool  for  establishing  goals, 
forecasting  future  needs,  and  assuring  that  current  programs  are 
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designed  to  meet  established  goals.  The  prime  objective  is  to  maintain 
a  low-cost  Federal  tax  administration  system  by  mamtaining  and  ex- 
tending high  levels  of  volmitary  compliance  with  tax  law  requirements. 
The  achievement  of  this  objective  requires  the  continuous  evaluation  of 
every  phase  of  Service  operations  m  order  to  forecast  basic  growth 
needs  and  to  identify  opportunities  for  improvements  in  taxpayer 
compliance  and  in  the  utilization  of  resources.  The  needs  and  op- 
portunities thus  identified  are  carefully  reviewed  in  terms  of  available 
alternatives,  overridmg  priorities,  and  practical  resource  limitations. 
Upon  passing  these  tests,  they  provide  the  basis  for  the  operational 
goals  and  the  program  guidelines  in  the  long-range  plan. 

The  most  important  workload  indicator  used  by  long-range  planners 
is  the  forecast  of  tax  returns  filing.  The  volume  of  returns  filed  m 
recent  years  has  been  steadily  increasing  and  the  outlook  for  continued 
growth  in  the  nation's  population,  labor  force,  and  economy  indicates 
further  substantial  gains  in  the  number  of  returns.  Recently  prepared 
projections  indicate  that  the  number  of  returns  filed  will  reach  111 
million  by  1970. 

Short-range  operational  planning. — Planning  for  the  current  year 
is  based  on  the  portions  of  the  long-range  plan  which  can  realistically 
be  attained  m  a  relatively  short  period  of  time.  Budget  requests  for 
the  coming  year  are  based  directly  upon  the  plan.  After  enactment  of 
congressional  appropriations,  appropriate  adjustments  are  made  and 
resources  are  allocated  to  the  various  activities  of  the  Service  through 
an  approved  financial  plan. 

Current  goals,  workloads,  and  performance  measurements  in  the 
principal  activities  are  provided  by  detailed  work  planning  and 
control  systems  and  by  integrated  reporting  requirements. 

Current  research  program. — Research  activities  were  conducted 
throughout  fiscal  1965  relating  to  changes  in  the  excise  tax  laws,  the 
1964  changes  in  the  Internal  Revenue  Code,  the  increased  scope  of  data 
processing,  the  Service's  emphasis  on  improving  operations  and  tax- 
payer compliance,  and  inquiries  by  congressional  committees,  academic 
institutions,  other  Government  agencies,  and  State  and  local 
governments. 

A  substantial  part  of  research  resources  was  expended  on  studies  to 
determine  the  administrative  effect  of  proposed  legislative  changes. 
An  estimate  of  the  costs  related  to  the  administration  of  the  various 
excise  taxes  was  one  of  the  most  important  studies  during  fiscal  1965. 
Another  significant  study  involved  the  drawing  of  nationwide  samples 
on  the  degree  of  taxpayer  compliance  in  reporting  interest  from  Series 
E  and  H  savings  bonds  and  the  comparability  of  other  interest  income 
and  dividends  as  shown  on  tax  returns  with  the  amounts  given  on 
information  returns. 

The  Taxpayer  Compliance  Measurement  Program  (TCMP)  is 
already  producing  tangible  results.  For  example,  data  obtained 
through  TCMP's  Phase  I  on  delinquent  accounts  indicate  that  a 
significant  portion  of  these  accounts  are  closed  by  correspondence  when 
referred  to  local  offices  for  collection.  Accordingly,  a  new  procedure 
provides  for  the  expanded  use  of  ADP  in  the  mailing  of  followup 
notices  and  in  the  related  processing  operations  on  these  accounts. 
Thus  local  offices  are  relieved  of  a  substantial  clerical  operation  and 
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the  new  procedure  is  expected  to  reduce  delinquent  account  issuances 
by  about  500,000  annually. 

Expected  sliort-run  operational  benefits  from  TCMP  can  be  sum- 
marized as:  (1)  establishing  the  extent  of  potential  savings  from 
revised  collection  progi-ams  based  on  greater  use  of  data  processmg 
procedures  and  lesser  use  of  enforcement  manpower;  (2)  determina- 
tion of  the  level  of  adequacy  of  the  Business  Master  File  as  a  delmquent 
returns  check;  (3)  disclosures  of  pockets  of  delinquent  returns  non- 
compliance for  systematic  follow-through  by  enforcement  persomiel, 
and  the  use  of  educational  programs  and  other  indicated  tax  admin- 
istration methods ;  and  (4)  development  of  an  eif  ective  ADP  procedure 
for  selecting  the  individual  returns  most  urgently  in  need  of 
examination. 

Over  a  longer  period,  TCMP  will  indicate  whether  current  tax 
admmistration  procedures  are  reducing,  increasing,  or  maintaining 
the  willingness  and  ability  of  taxpayers  to  comply  with  the  Federal  tax 
laws. 

Systems  development. — Action  taken  in  this  area  was  directed 
toward  achieving  four  broad  objectives : 

(1)  Eeducing  costs  and  increasing  efficiency  of  computer  configura- 
tions already  in  place  or  scheduled  for  installation  in  service  centers 
and  the  National  Computer  Center.  (Results  are  reported  under 
Management  Improvement,  above.) 

(2)  Reducing  costs  and  increasing  efficiency  in  input  preparation 
in  service  centers.  The  principal  achievement  in  this  area  was  the 
development  of  simplified  key-punching  procedures  (see  Management 
Improvement,  above) . 

(3)  Improving  and  developing  information  systems  for  program 
managers  responsible  for  the  coordination  and  control  of  the  Service's 
resources.  For  example,  a  system  which  assists  attorneys  in  coordinat- 
ing pending  cases  to  insure  that  consistent  positions  are  being  taken 
on  similar  issues  is  currently  operating  in  Chief  Counsel  offices. 

(4)  Developing  a  future  ADP  systems  concept  that  wdll  take  advan- 
tage of  technological  advances.  Major  improvements  in  data  bank 
storage  along  with  developments  in  high-speed  communications  sug- 
gest that  research  studies  are  needed  to  determine  the  potential  utiliza- 
tion of  these  developments  in  the  Service's  data  processing  and  other 
functional  areas.  Development  of  the  specific  definition  and  scope 
of  this  project  was  started  in  fiscal  1965. 

Inspection  activities 

Within  the  Service  an  inspection  function  is  performed  by  an  inde- 
pendent fact-finding  body  reporting  directly  to  the  Commissioner. 
This  activity,  headed  by  an  Assistant  Commissioner,  encompasses  the 
internal  audit  and  internal  security  areas.  Major  investigations,  such 
as  those  involving  fraud  on  the  revenue,  are  subject  to  close  inter- 
functional  coordination. 

Internal  audit. — The  Service's  internal  audit  program,  an  integral 
part  of  its  management  control  system,  provides  for  an  annual  mde- 
pendent  review^  and  appraisal  of  Service  operations  for  the  Commis- 
sioner and  all  other  levels  of  management.    This  program  covers  all 
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Service  field  organizations  and  activities  and  includes  a  determination 
of  whether  the  policies,  practices,  procedures,  and  controls  adequately 
protect  the  revenue  and  are  carried  out  effectively. 

Internal  audit  examinations  disclosed  certam  conditions  requiring 
correction  by  management.  Some  of  the  actions  taken  are  measurable 
in  terms  of  additional  revenues  collected  or  savings  effected.  A  con- 
servative estimate  of  the  results  of  these  actions  during  fiscal  1965 
totals  more  than  $30  million.  Included  are  such  items  as  manage- 
ment's action  on  specific  tax  cases,  mterest  and  penalties  not  properly 
assessed,  and  accelerated  collection  actions. 

Internal  security. — The  aid  management  in  maintaining  public  con- 
fidence in  the  integrity  and  impartiality  of  the  officers  and  employees 
of  the  Service,  internal  security  investigators  provide  management 
with  information  on  any  matter  that  represents  a  potential  threat 
to  the  integrity  standards  of  the  Service.  During  fiscal  1965  the 
services  performed  by  internal  security  inspectors  included:  Back- 
ground investigations  of  new  employees;  investigations  of  employee 
breaches  of  integrity;  investigations  of  taxpayers'  attempts  to  bribe 
employees;  and  assistance  to  other  Government  agencies  (also  per- 
formed by  the  Service's  internal  audit  inspectors). 

Internal  security  investigations  of  all  types  completed  during  the 
year  totaled  8,825.  In  addition,  police  checks  were  made  on  6,510 
employees  considered  for  short-term  appointments,  compared  with 
5,075  checks  made  during  fiscal  year  1964. 

Office  of  the  Assistant  Secretary  for  International  Affairs 

Treasury  Department  Order  No.  202,  effective  October  14,  1964 
(see  exhibit  70),  transferred  to  the  Office  of  the  Assistant  Secretary 
for  International  Affairs  the  constituent  units  which  had  been  estab- 
lished as  the  Office  of  International  Affairs  by  Treasury  Department 
Order  No.  198,  dated  October  15, 1962. 

By  direction  of  the  Secretary,  the  responsibilities  of  the  Office  of  the 
Assistant  Secretary  for  International  Affairs  include  the  Treasury's 
activities  in  relation  to  international  financial  and  monetary  prob- 
lems, covering  such  matters  as  the  U.S.  balance  of  payments,  the  con- 
vertibility of  currencies,  exchange  rates  and  restrictions,  the  operation 
of  the  U.S.  Exchange  Stabilization  Fund  and  the  extension  of  stabili- 
zation credits;  international  aspects  of  gold  and  silver  policy;  the 
Bretton  Woods  Agreements  Act,  and  the  operations  of  the  Interna- 
tional Monetary  Fund,  the  International  Bank  for  Reconstruction  and 
Development,  the  International  Finance  Corporation,  the  Interna- 
tional Development  Association,  and  the  Inter-American  Develop- 
ment Bank;  foreign  lending  and  assistance;  the  Organization  for 
Economic  Cooperation  and  Development  and  its  committees,  and  the 
North  Atlantic  Treaty  Organization. 

The  responsibilities  of  the  Office  of  the  Assistant  Secretary  for  Inter- 
national Affairs  also  include  activities  of  the  Treasury  in  relation  to 
the  National  Advisoiy  Council  on  International  Monetary  and  Finan- 
cial Problems.  The  Secretary  of  the  Treasury  is  Chairman  of  the 
Council,  which  was  established  in  1945  by  the  Bretton  Woods  Agree- 
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ments  Act  (22  U.S.C.  286b)  ^  in  order  to  coordinate  the  policies  and 
operations  of  the  U.S.  representatives  on  the  International  Monetary 
Fund,  and  the  International  Bank,  and  of  all  agencies  of  the  Govern- 
ment which  make  or  participate  in  making  foreign  loans  or  which 
engage  in  foreign  financial,  exchange,  or  monetary  transactions.  The 
acts  authorizing  U.S.  membership  in  the  International  Finance  Cor- 
poration, the  International  Development  Association,  and  the  Inter- 
American  Development  Bank  also  provide  for  the  coordination  by  the 
National  Advisory  Council  of  the  policies  and  operations  of  the  U.S. 
representatives  to  these  institutions. 

The  Office  also  acts  for  the  Treasury  on  the  financial  aspects  of  inter- 
national treaties,  agreements,  and  organizations  in  which  the  United 
States  participates,  and  takes  part  in  negotiations  with  foreign  gov- 
ernments with  regard  to  matters  included  within  its  responsibilities. 
It  assists  the  Secretary  on  the  financial  aspects  of  international  trade 
matters. 

The  Office  of  the  Assistant  Secretary  for  International  Affairs 
advises  Treasury  officials  and  other  departments  and  agencies  of  the 
Government  concerning  exchange  rates  and  other  financial  problems 
encountered  in  operations  involving  foreign  currencies.  In  particular, 
it  advises  the  Department  of  State  and  the  Department  of  Defense  on 
financial  matters  related  to  their  normal  operations  in  foreign  coun- 
tries and  on  the  special  financial  problems  arising  from  defense  prep- 
aration and  military  operations.  In  conjunction  with  its  other  ac- 
tivities the  Office  studies  the  financial  policies  of  f  oreigTi  comitries,  their 
exchange  rates,  balances  of  payments,  capital  flows,  and  other  related 
problems.  It  assists  the  Secretary,  in  liis  capacity  as  Chairman  of  tlie 
Cabinet  Committee  on  the  Balance  of  Payments,  in  review  for  the 
President  of  the  entire  range  of  administration  programs  and  policies 
for  achieving  a  lasting  equilibrium  in  the  U.S.  balance  of  payments 
and  for  assuring  a  strong  international  payments  system,  and  prepares 
reports  to  the  President  on  the  balance-of -payments  situation  and  on 
administration  measures  in  this  area. 

The  Office  administers  the  Treasury  foreign  exchange  reporting 
system.  The  reporting  system  collects  through  the  Federal  Reserve 
banks  statistical  data  on  capital  movements  between  the  United  States 
and  foreign  countries. 


"»" 


Bureau  of  the  Mint  ^ 

The  Bureau  of  the  Mint,  with  headquarters  in  Washington,  D.C., 
operates  four  mints  and  assay  offices  which  are  located  m  Denver, 
Philadelphia,  San  Francisco,  and  New  York  City.  Two  bullion 
depositories,  in  Fort  Knox,  Ky.,  and  West  Point,  N.Y.,  are  maintained 
for  the  storage  of  values. 


1  Reorganization  Plan  No.  4  of  1965,  dated  May  27,  1965,  and  effective  July  26,  1965, 
abolished  the  National  Advisory  Council  as  a  statutory  body  and  transferred  its  functions 
to  the  President.  By  an  interim  Executive  Order  dated  July  28,  1965,  and  effective  July 
27,  a  new  National  Advisory  Council  on  International  Monetary  and  Financial  Problems 
■was  established,  with  "the  same  membership,  functions,  and  status"  as  its  predecessor. 
It  is  contemplated  that  a  further  Executive  Order  relating  to  the  Council  will  be  issued 
before  the  present  order  terminates  on  Jan.  1,  1966. 

sAdditional  information  is  contained  in  the  separate  Annual  Report  of  the  Director  of  the  Mint. 
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The  Mint  manufactures  and  distributes  all  coins  of  the  United 
States;  redeems  uncurrent  and  mutilated  coins  that  are  withdrawn 
from  circulation;  and,  as  production  schedules  permit,  manufactures 
foreign  coins  and  coinage  dies  on  a  reimbiu-sable  basis  for  other 
governments. 

In  addition  to  the  coinage  function,  the  Mint  receives  deposits  of 
gold  and  silver  bullion  in  unrefined  and  refined  forms  for  which 
payments,  either  in  fine  bars  of  gold  or  silver,  or  by  check,  are  made 
on  the  basis  of  mint  assays.  Sources  of  deposits,  both  domestic  and 
foreign,  include  those  of  individuals,  private  companies,  central  banks, 
other  Government  agencies,  and  international  monetary  institutions. 

The  Mint  melts  and  refines  gold  and  silver,  and  also  the  platinum 
group  metals;  manufactures  gold  and  silver  bars  for  "good  delivery," 
issue,  or  storage;  and  disburses  gold  and  silver  bullion  for  authorized 
monetary  and  industrial  purposes. 

Related  activities  involve  the  continuous  safeguarding  of  the 
monetary  metals  and  other  values  in  custody,  including  coins  in 
various  processing  stages  until  finished  and  released  for  circulation. 

Medalhc  work  comprises  the  production  of  national  medals  author- 
ized by  special  acts  of  Congress,  and  medals  and  other  distinguishing 
decorations  for  U.S.  Government  agencies. 

The  Mint  conducts  metallurgical  investigations,  performs  chemical 
and  metallurgical  analyses,  and  other  technical  services. 

Domestic  coinage 

Coinage  legislation  of  1965. — President  Johnson  proposed  legislation 
to  provide  for  the  coinage  of  the  United  States  in  a  special  message  to 
Congress  on  June  3,  1965.  (See  exhibit  20.)  Following  this,  public 
hearings  were  held  before  the  Banking  and  Cmrency  committees  of 
the  House  of  Representatives  ^  and  the  Senate.  The  Coinage  Act 
of  1965,  Public  Law  89-81,  was  signed  by  President  Johnson  on 
July  23,  1965.     (See  exhibit  23.)^ 

The  act  authorizes  the  minting  and  issuance  of  a  new  type  of 
three-layer  composite  coin  for  the  half  dollar,  quarter  dollar,  and  dime 
which  reflect  the  latest  developments  in  modern  technology.  No 
changes  were  made  in  the  silver  dollar,  the  cupronickel  5-cent  piece, 
or  the  bronze  1-cent  piece. 

The  new  half  dollar  will  contain  an  overall  silver  content  of  40 
percent  and  be  nearly  mdistinguishable  in  appearance  from  the  present 
homogeneous  alloy  of  90  percent  sdver  and  10  percent  copper.  The 
cladding  alloy  of  the  outside  layers  will  be  80  percent  silver  and  20 
percent  copper,  with  an  mner  core  of  approximately  21  percent  silver 
and  79  percent  copper. 

Sdver  will  be  eliminated  from  the  quarter  dollar  and  dime.  The 
cladding  alloy  of  the  outside  layers  wUl  be  75  percent  copper  and  25 
percent  nickel;  an  inner  core  of  pure  copper  will  give  the  couis  a 
distinctive  featm-e — a  copper  edge.  Except  for  the  edge,  the  outward 
appearance  of  the  quarter  and  dime  will  resemble  the  cupronickel 
5-cent  piece. 


See  exhibit  21,  statement  by  Secretary  Fowler  before  the  House  committee 
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The  new  series  of  subsidiary  coins  will  have  the  same  diameters, 
designs,  and  inscriptions  as  the  present  series. 

For  several  years  before  the  selection  of  composite  coins,  the  Mint 
conducted  extensive  metallurgical  and  technical  experiments  and 
investigations  of  materials  which  could  be  considered  as  possible 
substitutes  for  the  existing  coins  of  high  silver  fineness.  Many 
practical  requirements  entered  into  the  studies  since  coins  serve  the 
public  in  a  dual  capacity,  as  a  medium  of  exchange  and  as  technical 
merchandising  instruments  for  use  in  coin-operated  machines. 

Metals  included  a  range  of  silver  alloys  of  varying  finenesses;  also 
all  other  traditional  coinage  metals  in  either  pure  or  alloyed  forms; 
and  the  "newer"  metals.  Recent  scientific  developments  and  im- 
proved methods  of  metal  processing  in  the  industrial  field  were  tested 
and  evaluated  for  coinability  and  full-scale  minting  operations. 

During  the  fiscal  year  1965,  the  Mint's  program  was  supplemented 
by  the  independent  study  of  a  private  metallurgical  research  institute. 
Results  of  the  complete  survey  were  mcorporated  into  the  overall 
Treasury  Staff  Study  of  Silver  and  Coinage. 

Accelerated  production  program. — An  accelerated  coinage  program 
designed  to  overcome  the  general  coin  shortage  was  announced  by 
the  Treasury  before  the  close  of  the  fiscal  year  1964.  Accordingly, 
the  Mint's  "crash  program"  was  initiated  in  July  1964,  and  it  pro- 
gi-essed  steadily  month  by  month  throughout  fiscal  1965.  The  year's 
total  production  of  over  7.2  billion  coins  was  more  than  two-thirds 
greater  than  the  1964  output.  Monthly  production,  ranging  from 
458  million  pieces  to  over  700  million,  reached  a  peak  of  738.7  million 
pieces  in  April  1965.  This  unprecedented  record  was  due  in  part  to 
the  following  measm^es  adopted  under  the  crash  progi-am: 

1.  Purchased  from  private  industry  minor  coinage  metals  in  the 
form  of  bronze  and  cupronickel  strip  for  the  one  and  five  cent 
denominations. 

2.  Purchased  new  coin  and  blanking  presses,  and  other  operative 
equipment ;  arranged  for  the  return  of  Mint  presses  on  loan  to  museums 
and  converted  them  for  current  use. 

3.  Acquired  from  the  Department  of  Defense  and  the  General 
Services  Administration  surplus  machines  which  could  be  converted 
to  mint  blanking  and  stamping  operations. 

4.  Suspended  proof  coin  production  at  Philadelphia  after  December 
1964;  converted  suitable  proof  coin  presses  for  high  speed  production 
of  regular  coinage;  and  transferred  proof  coin  personnel  to  regular 
coinage  operations. 

5.  Utilized  the  Frankford  Arsenal  of  the  Department  of  Defense  in 
Philadelphia  for  annealing  and  cleaning  bronze  blanks  for  the  Phila- 
delphia Mint. 

6.  Reacquhed  space  in  the  San  Francisco  facUity  which  had  been 
occupied  by  other  Government  agencies  after  coinage  operations 
were  discontinued  in  1955;  reactivated  the  space,  mstalling  machinery 
for  the  blanking,  annealing,  cleaning,  and  upsetting  of  bronze  and 
cupronickel  planchets  for  final  stamping  at  the  Denver  Mint.  By 
the  spring  of  1965,  San  Francisco  was  supplying  Denver  with  all  of 
their  one  and  five  cent  blanks. 
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Activities  of  the  San  Francisco  Assay  Office  will  continue  to  expand 
under  the  Coinage  Act  of  1965  which  authorizes  the  temporary  use 
of  the  institution  for  full-scale  minting  operations.  The  act  also 
provides  for  the  refining  of  precious  metals. 

7.  Hired  additional  personnel  and  operated  on  a  24-hour  day,  7 
days  a  week  schedule. 

8.  Renovated  space  in  Denver  and  Philadelphia  for  expanded 
coinage  operations.  In  Denver,  a  vacant  building  adjacent  to  the 
Mint  was  remodeled  by  the  General  Services  Administration  for 
additional  coinage  presses.  A  total  of  99  presses  were  in  operation 
at  the  two  mints  on  June  30,  1965,  compared  with  60  on  June  30,  1964. 

9.  Retained  the  ''1964"  date  on  coins  manufactured  after  January 
1,  1965.  Public  Law  88-580,  enacted  on  September  3,  1964,  provided 
the  Mint  with  the  authority  to  inscribe  the  figure  "1964"  on  all  coins 
minted  until  adequate  supplies  are  available.  This  measure  was 
designed  to  eliminate  the  incentive  for  keeping  1964  coins  out  of 
circulation  for  speculative  purposes. 

10.  The  Mint  accepted  no  foreign  coinage  orders  dirring  fiscal  1965, 
utilizing  all  facilities  for  production  of  domestic  coins. 

As  rapidly  as  the  coins  were  finished  they  were  shipped  to  the 
Federal  Reserve  banks  and  branches,  and  the  Treasury  in  Washington, 
D.C.,  for  immediate  circulation  in  the  denominations  indicated  below. 


Production  and  issue  of  U.S.  coins,  fiscal  year  1965  ^ 


Denomination 

Number  of 
pieces  2 

Face  value 

Distribution 

(based  on 

pieces) 

Metallic  composition 

In  millions 

Percent 

1-cent  pieces __ 

3, 717. 2 

1, 578.  0 

1, 036. 2 

715.8 

194.6 

$37.2 

78.9 

103.6 

179.0 

97.3 

51.3 

21.8 

14.3 

9.9 

2.7 

95%  copper,  6%  zinc. 

5-cent  pieces   „ 

75%  copper,  25%  nickel. 

Dimes _-    _-    _  _      

900  parts  silver,  100  parts  copper. 

Quarter  dollars . 

Do. 

Half  dollars,.            

Do. 

Total- - 

7,241.8 

496.0 

100.0 

1  All  coins  struck  during  fiscal  1965  were  dated  1964.    The  unrounded  data  for  production  and  issue  will 
vary  slightly. 

2  The  standard  gross  weight  totaled  approximately  31,900  short  tons,  as  follows:  1-cent  pieces,  12,700  tons; 
5-cent  pieces,  8,700  tons;  dimes,  2,900  tons;  quarter  dollars,  4,900  tons;  and  half  dollars,  2,700  tons. 

A  nationwide  inquiry  relative  to  the  shortage  of  coins  in  circulation 
was  made  by  the  Legal  and  Monetary  Affairs  Subcommittee  of  the 
Committee  on  Government  Operations,  House  of  Representatives. 
Public  hearings  were  held  in  two  sessions:  the  first  on  June  30,  July  1, 
and  2,  1964;  and  the  second  on  February  16  and  17,  1965.  In  response 
to  the  committee's  request,  information  was  furnished  by  members 
of  Congress,  Government  officials,  commercial  bankers,  representa- 
tives of  business  concerns  dealing  with  large  quantities  of  coins, 
trade  associations,  and  other  interested  citizens.  Treasury  officials 
presented  comprehensive  information  on  coinage  production  and 
distribution. 

Stock. — The  total  face  value  of  U.S.  coins  held  in  the  Treasury, 
Federal  Reserve  banks,  commercial  banks,  and  in  the  hands  of  the 


134 


19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


public  is  compared  below  for  the  close  of  the  fiscal  years  1964  and 
1965. 


stock  of  U.S.  coins 

Face  value  (in  millions) 

June  30,  1964 

June  30,  1965 

Increase 

Minor  coins    _                                .  _  .      .  

$737.  7 
1,999.5 

484.7 

$853. 4 
2, 375. 3 

484.7 

$115.7 

Subsidiary  silver  coins 

375.9 

Silver  dollars 

Total --- - 

3, 221. 9 

3, 713. 4 

491.6 

Gold  activities 

The  gold  bullion  activity  at  the  mints,  assay  offices,  and  the  Fort 
Knox  Depository  included  receipts  of  $208.2  million,  issues  of  $1,688.2 
million,  and  transfers  between  Mint  institutions  valued  at  $1,524.6 
million  during  1965.  The  sources  of  receipts,  the  disposition,  and 
the  total  held  in  custody  on  June  30,  1964,  and  June  30,  1965,  are 
shown  in  the  following  table. 


Quantity 

Value  at  $35 

Gold  holdings  and  transactions 
(excluding  intermint  transfers ») 

Short  tons 

Fine 
ounces 

per  ounce 

In  millions 

Holdings  on  June  30, 1964 .    — 

14, 824 

432.4 

$15, 132. 9 

Receipts  in  fiscal  year  1965: 

Newly  mined  domestic  gold- 

24 

19 

161 

0.7 
.5 

4.7 

24.9 

Scrap  gold  from  domestic  sources  -.  

19.0 

Foreign  and  other  miscellaneous  deposits 

164.3 

Total  receipts 

204 

5.9 

208.2 

Issues  in  fiscal  year  1965: 

Sales  for  domestic  industrial,  professional,  and  artistic  use 

Exchanges  for  scrap  gold 

139 
3 

28 
1,484 

4.1 

.1 

.8 

43.3 

141.9 
3.2 

Exchanges  for  other  than  scrap  gold 

28.6 

Other  monetary  issues - 

1,514.5 

Total  issues -. 

1,654 

48.2 

1, 688. 2 

Holdmgs  on  June  30, 1965 

13,  374 

390.1 

13, 652. 9 

>  Intermhit  transfers  amounted  to  43.6  million  fine  ounces  (1,494  tons)  valued  at  $1,524.6  million  in  fiscal 
1965. 

Silver  activities 

During  fiscal  1965,  deposits  of  4.4  million  fine  ounces  of  unrefined 
silver  were  added  to  the  stock  of  1,378.5  million  ounces  held  by  the 
Mint  on  June  30,  1964.  The  principal  use  of  silver  in  1965  was  the 
manufacture  of  274.5  million  ounces  into  U.S.  coins  in  the  half  dollar, 
quarter  dollar,  and  dime  denominations.  This  was  the  largest 
amount  of  silver  ever  minted  in  a  single  year. 

In  millions 

Number  of  silver  coins  manufactured 1,  946.  6 

Face  value $379.  9 

Silver  content,  fine  ounces ^  274.  5 

•  Includes  0.5  million  ounces  of  recoinage  bullion  from  the  normal  melting  of  uncurrent  (worn)  coins 
withdrawn  from  circulation. 
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Silver  bullion  issued  to  other  U.S.  Government  agencies  and  the 
public  amounted  to  173.3  million  ounces.  Further  details  are  given 
in  the  table  below. 


Silver  bullion  holdings  and  transactions 
(excluding  intermint  transfers) 


Quantity  ' 


Fine  ounces 
(in  millions) 


Short  tons 


Holdings  on  June  30, 1964 

Receipts  in  fiscal  year  1965: 

Newly  mined  domestic  silver 

Recoinage  bullion  from  uncurrent  silver  coins.. 

Deposits  in  exchange  for  fine  bars 

Other  miscellaneous  receipts 

Total  receipts 

Issues  in  fiscal  year  1965: 

Manufactured  into  U.S.  subsidiary  silver  coins 

Bars  issued  in  exchange  for  deposits 

Bars  issued  in  exchange  for  silver  certificates  2. 
Other  miscellaneous  issues 

Total  issues 

Holdings  on  June  30, 1965 


1.378.5 

47,263.3 

(*) 

0.4 
3.3 

.7 

0.4 

12.1 

113.8 

23.0 

4.4 

149.3 

274.5 
3.3 

165.1 
4.9 

9,410.0 
113.8 

5,660.6 
168.2 

447.8 

15, 352. 6 

935.1 


32, 060. 0 


*Less  than  50,000  ounces. 

'  Excludes  64.7  million  fine  oimces  (2,220  tons)  of  Treasury  silver  held  by  other  agencies  of  the  U.S. 
Government. 

2  Issued  pursuant  to  Instructions  of  Secretary  of  the  Treasury,  July  22, 1963,  as  provided  under  section  2 
of  the  act  of  June  4, 1963  (31  U.S.C.  405a-l). 

Revenue  deposited  into  the  general  fund  of  the  Treasury 

The  Bureau  of  the  Mint  deposited  $114.3  mUlion  into  the  general 
fund  of  the  Treasury  in  1965.  Seigniorage  resulting  from  the  manu- 
facture of  the  domestic  coins  reflected  a  gain  of  64  percent  over  that 
of  1964.  Other  revenue,  included  profit  on  the  sale  of  sUver  bullion, 
handling  charges  on  gold  bullion,  other  bullion  charges,  sale  of 
equipment,  scrap,  and  salvage  materials,  and  miscellaneous  fees,  etc. 
A  comparison  of  the  fiscal  years  1964  and  1965  follows. 


Revenue  deposited  into  the  general  fund  of  the  Treasury 

In  millions 

1964 

1965 

Seigniorage  on  subsidiary  silver  coinage ...  

$21.0 
47.8 

$21.9 

Seigniorage  on  minor  coinage .       -      . .. 

91.1 

AU  other ... .     ...    

68.7 
2.1 

113.0 
1.3 

Total .    -.                                        ...    .      -      

70.8 

114.3 
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Monetary  assets  and  liabilities 

The  total  monetary  assets  and  liabilities  of  the  mints,  assay  offices, 
and  bullion  depositories  for  June  30,  1964,  and  June  30,  1965,  are  set 
forth  in  the  following  statement. 


Item 

In  millions 

June  30, 1964 

June  30, 1905 

Gold  bullion             -  - 

Assets 

$15, 132. 9 

1,774.8 

2.7 

.2 

.7 

$13,  652. 9 

Silver  bullion      .      _- -- 

1,202.5 

Silver  coin  . --  

.1 

{*) 

Minor  coinaee  metal  etc 

11.0 

Total  assets 

16,911.4 

14, 866. 5 

Liabilities 

Bullion  fund 

16, 910. 5 
.9 

14, 855. 5 

2.6 

All  other                       -      -           -         -  - 

8.4 

Total  liabilities 

16,911.4 

14, 866. 5 

*Less  than  $50,000. 

Gold  and  silver  production  and  consumption  in  the  United  States 

Statistics  on  the  domestic  refinery  production  and  industrial  con- 
sumption of  gold  and  silver  are  compiled  on  a  calendar  year  basis  by 
the  Office  of  the  Director  of  the  Mint. 

Production  data  are  based  on  the  deposits  of  newly  mined  material 
received  by  U.S.  mints  and  assay  offices  and  privately  owned  refineries. 
The  deposits  are  traced  back  through  the  various  refining  processes 
to  determine  the  States  where  the  ores  were  mined.  In  1965,  South 
Dakota,  ranking  first  in  gold  production,  accounted  for  42  percent 
of  the  output  among  15  producing  States.  Next  in  order  were  Utah, 
Arizona,  Washington,  and  Nevada,  whose  combined  output  was  43 
percent  of  the  total. 

Among  the  16  silver  producing  States,  Idaho  ranked  first  with  45 
percent  of  the  total  output.  Arizona  in  second  place  with  16  percent, 
was  followed  by  Montana,  15  percent;  Utah,  12  percent;  and  Colorado, 
7  percent.     Total  production  for  1963  and  1964  was  as  follows: 


U.S.  gold  production 

U.S.  silver  production 

Calendar  year 

Fine  ounces 

Value  at  $35 
per  omice 

Fine  ounces 

Value 

In  millions 

1963                                    

1.5 
1.5 

$51.4 
51.4 

35.0 
37.0 

1$44.8 

1964                     

2  47.9 

1  Valued  at  $1.2804,  the  equivalent  of  the  annual  average  in  New  York  of  $1.27912  for  refined  bar  silver 
999/1000  fine. 

2  Valued  at  $1.29429,  the  equivalent  of  $1,293  for  refined  bar  silver  999/1000  fine.     This  quotation  has  been 
unchanged  from  Sept.  9, 1963. 
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Consumption  data  represent  the  net  amount  of  gold  and  silver 
issued  for  industrial,  professional,  and  artistic  use  by  Mint  institutions, 
private  refiners,  and  dealers.  Net  issues  are  obtained  by  deducting 
from  gi-oss  issues,  the  amount  of  gold  and  silver  contained  in  second- 
ary material  (scrap)  received  by  the  same  concerns  during  the  year. 
Data  for  1963  and  1964,  as  described  above,  are  summarized  in  the 
following  table. 


U.S.  gold  consumption 

U.S.  silver 
consumption  1 

Item 

1963 

1964 

1963 

1964 

Fine  ounces 

(in  millions) 

Total  issues  of  bullion  in  various  forms 

4.3 
1.3 

5.9 
1.1 

204.5 
94.5 

196.6 

Returns  of  secondary  materials  (scrap)  2 ._. 

76.1 

Net  issues  3 _.. 

2.9 

4.8 

110.0 

120.5 

1  Does  not  include  silver  used  in  coinage. 

s  Does  not  include  coin  or  coinage  scrap. 

•  The  equivalent  of  domestic  industrial  consumption. 

Bureau  of  Narcotics  ^ 

The  Bureau  of  Narcotics  administers  Federal  laws  controUmg 
narcotic  drugs  and  marihuana  and  carries  out  the  responsibilities  of 
the  Govermnent  under  the  international  conventions  and  protocols 
relating  to  these  drugs. 

Bureau  responsibility  for  regulating  the  legitimate  supplies  of 
narcotic  drugs  for  medical  and  scientific  purposes  involves  supervision 
of  U.S.  imports  and  exports  of  these  drugs,  and  control  of  the  manu- 
facture and  domestic  trade  m  them  to  prevent  diversion  into  illicit 
channels.  Enforcement  duties  include  apprehension  of  mterstate  and 
international  violators  of  narcotic  laws  and  cooperation  with  State  and 
local  law  enforcement  agencies.  At  the  request  of  foreign  police 
authorities,  Bureau  agents  assist  in  mutually  beneficial  investigations 
of  international  narcotic  traffickers.  The  recently  expanded  program 
in  cooperation  with  foreign  countries  has  greatly  curtailed  smuggling 
of  narcotic  drugs  into  the  United  States. 

Management  improvement 

Several  significant  management  actions  were  taken.  Automatic 
data  processing  equipment  was  used  more  eflectively.  Statistics  relat- 
ing to  convicted  violators  of  the  Federal  narcotic  and  marihuana  laws 
were  converted  to  ADP,  thus  effecting  an  estimated  saving  of  one-half 
a  man-year  and  making  current  data  available  more  promptly.  A 
study  was  in  process  at  the  end  of  fiscal  1965  to  determine  the  feasi- 
bility of  automating  registrant  returns  to  expedite  their  audit  and  to 
promote  overall  improvement  in  the  control  of  the  legitimate  trade  in 
narcotic  drugs. 


1  For  further  information  see  the  separate  Bureau  of  Narcotics  report,  Traffic  in  Opium 
and  Other  Dangerous  Drugs  for  the  Year  Ended  December  Si,  19 6i. 
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Pursuant  to  a  recommendation  of  the  President's  Advisory  Com- 
mission on  Narcotic  and  Drug  Abuse,  a  brochure  dealing  with  the 
preparation  of  addiction  reports  was  distributed  to  Federal,  State,  and 
local  law  enforcement  agencies,  as  well  as  proprietary  groups  who 
report  information  on  addiction  to  the  Bureau.  This  has  been 
beneficial  in  improving  the  accuracy  and  quality  of  reports  on 
addiction  received  by  the  Bureau.  The  President's  Commission  also 
recommended  that  the  Bureau  substantially  increase  the  number  of 
agents  assisting  foreign  law  enforcement  officers  under  the  expanded 
foreign  program. 

Training  schools 

The  Bureau  of  Narcotics  Training  School  held  nine  two- week  ses- 
sions during  fiscal  1965  and  graduated  375  students :  46  Bureau  agents; 
256  State  and  local  police  officers ;  54  military  investigative  personnel ; 
and  19  foreign  law  enforcement  officials.  One  of  the  sessions  was  con- 
ducted at  Pasadena,  Calif.,  for  127  law  enforcement  students  from 
seven  Western  States  in  that  area. 

On-the-job  training  was  provided  for  20  foreign  police  officers  from 
9  countries.  Short  seminars  or  conferences  were  arranged  for  46 
other  visiting  foreign  officials.  A  pilot  study  of  an  on-the-job  training 
project  for  Bureau  agents  was  made  during  fiscal  1965 ;  this  training 
is  scheduled  to  continue  as  a  permanent  part  of  the  Bureau  program. 

The  Bureau  school,  together  with  district  offices,  initiated  a  program 
of  three-day  seminars  on  narcotics,  which  in  fiscal  1965  were  held  in 
New  York  City,  Pittsburgh,  and  Oklahoma  City,  to  assist  State  and 
local  enforcement  officers  in  conducting  narcotic  investigations. 

School  staff  members  participated  in  the  programs  of  the  Office  of 
Special  Investigations,  U.S.  Air  Force  School,  the  FBI  National 
Academy,  and  the  International  Police  Academy. 

The  Director  of  Training  participated  in  the  United  Nations 
Seminar  on  Narcotics  Control  for  Enforcement  Officers  held  at 
Manila,  Philippines,  January  20-February  3,  1965,  as  well  as  in  the 
following  seminars:  Frances  Glessner  Lee  Seminar  in  Homicide  In- 
vestigation, Harvard  Medical  School;  Washington  Institute  of 
Scientific  Studies  for  the  Prevention  of  Alcoholism ;  and  the  Fifteenth 
Annual  Law  Enforcement  Institute,  of  the  University  of  Maryland. 
The  Director  of  Training  in  April  1965,  in  response  to  the  request  of 
the  Puerto  Rican  Government,  conducted  a  three-day  seminar  on  nar- 
cotics for  30  narcotic  enforcement  officers  in  San  Juan,  Puerto  Rico. 

During  the  fiscal  year  35  narcotic  agents  attended  the  five-week 
basic  course  of  the  Treasury  Law  Enforcement  School.  Four  narcotic 
agents  attended  the  three-week  course  of  the  Technical  Investigative 
Aids  School. 

The  Bureau  of  Narcotics  participated  in  interagency  training 
facilities,  especially  those  offered  by  the  Civil  Service  Commission  in 
supervision  and  group  performance,  interrelationships  in  administra- 
tion and  international  relations,  and  executive  leadership.  The  bene- 
fits derived  from  the  Civil  Service  Commission  program  were  reflected 
in  the  more  effective  and  meaningful  annual  Conference  of  District 
Supervisors,  held  in  May  1965.    Most  of  the  conference  program  dealt 
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with  leadership  and  group  performance  witli  Civil  Service  Commis- 
sion, Department,  and  Bureau  officials  addressing  the  group. 

The  Bureau  provides  training  materials  for  district  supervisors  to 
use  in  their  weekly  staff  refresher  courses. 

Enforcement  activities 

The  noticeable  increase  in  the  number  of  joint  investigations  and  the 
quantities  of  narcotic  drugs  seized  by  foreign  police  officers  assisted  by 
Bureau  agents  reflected  the  success  of  the  accelerated  foreign  enforce- 
ment program.     Selected  examples  of  such  cooperation  follow. 

An  investigation  begun  in  Chicago  led  to  the  seizure  in  Guadalajara, 
Mexico,  of  a  heroin-conversion  laboratory  and  the  arrests  of  five 
defendants.  Several  years  of  investigation  coordinated  with  the  New 
York  City  Police  Department,  Honduran,  and  Mexican  authorities 
culminated  in  the  seizure  of  more  than  two  kilograms  of  heroin  and  the 
arrests  of  three  members  of  a  large  illicit  heroin  and  cocaine  traffick- 
ing organization.  Other  investigations  with  Mexican  authorities 
included  one  in  Montemorelos,  Mexico,  where  Mexican  police  officers 
engaged  in  a  gun  battle  in  which  one  trafficker  was  killed,  five  others 
arrested,  and  a  half  ton  of  marihuana  seized ;  in  another,  at  San  Luis 
Potosi,  Mexico,  700  kilograms  of  marihuana  and  6  pistols  were  seized. 

The  largest  French  heroin-conversion  laboratory  ever  uncovered, 
including  105  kilograms  of  heroin  and  68  kilograms  of  morphine 
base,  was  seized  near  Aubagne,  France ;  its  operator  and  several  other 
defendants  were  arrested,  six  of  whom  have  been  convicted  and 
sentenced. 

Investigation  of  an  international  conspiracy  involving  employees  of 
a  French  international  airline  who  had  been  delivering  heroin  in  lots 
of  20  kilograms  to  40  kilograms  to  Anchorage,  Alaska,  and  Montreal, 
Canada,  resulted  in  several  arrests  by  the  Eoyal  Canadian  Mounted 
Police  at  Montreal,  Canada,  and  by  the  French  Surete  Nationale  at 
Paris  and  the  seizure  of  62  pounds  of  heroin. 

At  La  Paz,  Bolivia,  a  physician  and  two  associates,  who  were  major 
suppliers  of  cocaine  to  New  York  City  traffickers,  were  arrested  and 
one  kilogram  of  cocaine  seized. 

Li  the  Middle  East,  Turkish  police  officers  at  Dursunbey,  following 
a  gim  battle,  seized  45  kilograms  of  morphine  base  and  arrested  the 
leader  and  two  associates  of  a  large  Turkish  international  trafficking 
organization. 

Police  officers  at  Damascus,  Syria,  and  Beirut,  Lebanon,  simultane- 
ously arrested  five  traffickers  and  seized  20  kilograms  of  morphine  base. 
This  group  had  obtained  the  narcotic  in  Syria  and  transported  it 
through  Beirut,  Lebanon,  to  France  for  coii version  to  heroin  destined 
primarily  for  distribution  in  the  United  States. 

Singapore  authorities  seized  more  than  1  kilogram  of  "999"  brand 
morphine  base  and  arrested  three  defendants. 

In  Bangkok,  Thailand,  a  joint  investigation  of  Bureau  agents  with 
the  U.S.  Air  Force  Office  of  Special  Investigations  and  Thai  authori- 
ties netted  over  12  kilograms  of  "999"  brand  morphine  base,  one-half 
kilogram  of  heroin,  and  more  than  6  kilograms  of  morphine  base  pow- 
der. A  Koyal  Thai  Air  Force  captain,  a  master  sergeant,  and  three 
civilians  were  arrested. 
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Bureau  agents  working  with  Hong  Kong  Narcotics  Bureau  officers 
learned  of  the  seizure  there  of  1,363  kilograms  of  raw  opium  and  more 
than  81  kilograms  of  "999"  brand  morphine  base.  The  joint  investi- 
gation continued  and  led  to  the  arrest  of  3  suspects  and  the  seizure  of 
818  kilograms  of  raw  opium  and  more  than  90  kilograms  of  morphine 
base  concealed  in  bamboo  poles  which  had  arrived  in  Hong  Kong 
aboard  a  British  freighter  from  Bangkok.  The  source  of  the  drugs  in 
Bangkok  had  not  been  determined  by  the  end  of  fiscal  1965. 

For  several  years  a  large-scale  narcotic  trafficking  syndicate  had 
been  importing  heroin  in  lots  of  50  kilograms  to  100  kilograms  into  New 
York  City  from  France.  Following  the  seizure  of  44  kilograms  of 
heroin  from  several  suspects  in  1962,  Bureau  agents  and  New  York 
City  police  officers  continued  their  undercover  investigation  and  sur- 
veillance of  this  group.  In  February  1965  they  began  a  series  of  18 
arrests  of  Cosa  Nostra  members. 

Bureau  agents  also  in  New  York  City,  arrested  a  member  of  the  no- 
torious Mulberry  Street  Mob,  as  he  delivered  about  one-half  pound  of 
heroin  to  a  well-known  narcotic  violator. 

During  fiscal  1965  the  Bureau  seized  a  total  of  58,321  grams  of  nar- 
cotics, principally  heroin,  in  the  illicit  traffic,  while  seizures  of  mari- 
huana amounted  to  1,284,386  grams  bulk. 

The  number  of  violators  of  the  narcotic  laws  reported  by  Federal 
narcotic  enforcement  officers  is  shown  in  the  accompanying  table. 

Number  of  violators  of  the  narcotic  and  marihuana  laws  prosecuted  during  the  fiscal 
year  1965  with  their  dispositions  and  penalties 


Narcotic  laws 

Marihuana  laws 

Registered  persons 

Nonregistered  persons 

Nonregistered  persons 

Federal 
court 

State  court 

Federal 
court 

State  court 

Federal 
court 

State  court 

Convicted 

3 

1 

814 
34 

324 
9 

110 

7 

74 

Acauitted            -  - 

4 

Total'        

4 

1,181 

195 

Yrs. 

Mos. 

Yrs. 

Mos. 

Yrs. 

,Mos. 

Yrs. 

Mos. 

Yrs. 

Mos. 

Yrs. 

Mos. 

Sentences  imposed 

4 

4,097 

3 

1,077 

3 

444 

6 

301 

10 

Fines  imposed 

$225, 610 

$8,515 

$11, 010 

$1, 060 



Yrs. 

Mos. 

Yrs. 

Mos. 

Yrs. 

Mos. 

Yrs. 

^los. 

Yrs. 

Mos. 

Yrs. 

Mos. 

Average  sentence  per 
conviction: 
1965 

4 

5 
5 

'"&' 

3 
4 

3 

4 
4 

""""3 

4 
3 

1 

1964  .          .  _      

4 

2 

6 

Average  fine  per  convic- 
tion: 
1965    - 

$277 
135 

$26 
59 

$100 
109 

$14 

1964 

$125 

51 

1  Some  cases  tried  in  Federal  courts  and  some  cases  tried  in  State  courts  are  made  by  Federal  and  State 
oflBcers  working  in  cooperation. 
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Control  of  manufacture  and  medical  distribution 

The  Bureau  issues  permits  for  imports  of  the  crude  materials,  for 
exports  of  finished  drugs,  and  for  the  mtransit  movement  of  narcotic 
drugs  and  preparations  through  tlie  United  States  from  one  foreign 
country  to  another.  It  supervises  the  manufacture  and  distribution 
of  narcotic  medicmes  withm  the  United  States  and  lias  authority  to 
license  the  gro^ving  of  opium  poppies  to  meet  the  medicinal  needs  of  the 
country  if  and  when  their  production  might  become  necessary  in  the 
public  interest. 

The  operational  authority  of  the  Bureau  derives  from  the  following 
statutes:  5  U.S.C.  258a,  282-282c;  18  U.S.C.  1401-1407;  21  U.S.C.  ITI- 
184a,  188-188n,  197-199,  501-517;  26  U.S.C.  4701-4762,  4771-4774, 
7237,  and  7607;  49  U.S.C.  781-788;  and  78  Stat.  367. 

During  fiscal  1965,  200,920  kilograms  of  raw  opium  were  imported 
from  India  and  Turkey  and  294,190  kilograms  of  coca  leaves  were  im- 
jDorted  from  Bolivia  and  Peru  to  meet  medical  requirements  for  opium 
derivatives  and  cocaine  and  to  supply  nonnarcotic  coca  flavoring  ex- 
tracts. The  latter  were  obtained  as  a  byproduct  from  the  same  leaves 
from  which  the  cocaine  was  simultaneously  extracted. 

The  quantity  of  narcotic  drugs  exported  during  1965  increased  to 
1,084  kilograms  856  grams  from  836  kilograms  94  grams  exported  dur- 
ing the  previous  year. 

There  were  2,194  thefts  of  narcotics,  amounting  to  115,899  grams, 
reported  during  1965  from  persons  authorized  to  handle  the  drugs, 
compared  with  1,580  thefts  amounting  to  74,348  grams  in  1964. 

Approximately  367,840  persons  were  registered  to  engage  in  lawful 
narcotic  and  marihuana  activities  during  fiscal  1965. 

International  control  and  cooperation 

Opium,  coca  leaves,  marihuana,  and  their  more  important  deriva- 
tives have  been  internationally  controlled  by  the  terms  of  the  Opium 
Conventions  of  1912,  1925,  and  1931.  Under  Article  II  of  the  1931 
Convention  and  the  international  Protocol  of  November  19,  1948,  12 
secondary  derivatives  of  opium  and  59  synthetic  drugs  have  been  found 
by  the  World  Health  Organization  to  have  addicting  qualities  similar 
to  morphine  or  cocaine  and  have  been  brought  under  the  controls  pro- 
vided by  the  treaties.  For  further  details  concerning  international 
control  and  cooperation,  see  the  1963  annual  report,  page  156. 

The  Single  Convention  on  Narcotic  Drugs,  1961,  came  into  force 
December  13, 1964.  By  June  30, 1965,  it  had  been  ratified  by  47  coun- 
tries. The  U.S.  Government  will  not  ratify  the  Single  Convention 
unless  and  until  it  is  amended  to  rectify  certain  provisions  which  it 
believes  would  weaken  international  control  of  opium  production. 

Cooperation  with  States,  counties,  and  local  authorities 

Excellent  cooperation  among  Federal,  State,  and  local  narcotic  law 
enforcement  agencies  continued  in  free  exchange  of  informixtion,  in 
coordinating  the  investigation  and  prosecution  of  minor  violations  and 
routine  inspections  by  State  and  local  authorities.  There  has  also  been 
a  notable  improvement  in  the  quality  of  addiction  reports,  as  indicated 
above  under  Management  Improvement. 
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Drug  addiction 

The  Bureau  recorded  55,695  active  addicts,  as  of  June  30,  1965, 
compiled  from  reports  received  from  Federal,  State,  local,  and  private 
agencies. 

United  States  Coast  Guard 

The  Coast  Guard  is  responsible  for  enforcing  or  assisting  in  the 
enforcement  of  Federal  laws  on  the  high  seas  and  waters  subject  to 
the  jm-isdiction  of  the  United  States.  These  laws  govern  navigation, 
shipping  and  other  maritime  operations,  and  the  related  protection 
of  hfe  and  property.  The  Service  also  coordinates  and  provides 
maritime  search  and  rescue  facilities  for  marine  and  air  commerce 
and  the  Armed  Forces.  Other  functions  include  promoting  the 
safety  of  merchant  vessels,  conducting  oceanographic  research,  furnish- 
ing ice  breaking  services,  and  developing,  installing,  maintaining,  and 
operating  aids  to  maritime  navigation.  The  Coast  Guard  has  a  further 
responsibility  for  maintaining  a  state  of  readiness  to  function  as  a 
specialized  service  of  the  Navy  in  time  of  war  or  national  emergency. 

Management  improvement 

Dm'ing  fiscal  1965  management  improvement  and  cost  reduction 
actions  in  the  Coast  Guard  brought  savings  in  excess  of  $16  mUlion, 
more  than  double  that  of  any  previous  year.  In  the  area  of  man- 
power utilization,  significant  gains  resulted  from  the  automation  of 
previously  manned  light  stations;  the  replacement  of  two  lightships 
by  fixed  light  structm'es;  the  disestablishment  of  one  loran  station 
and  the  transfer  of  three  others  for  operation  by  the  Japanese  Govern- 
ment; and  the  collocation  of  three  loran-A  with  three  loran-C  stations 
in  the  Western  Pacific. 

To  obtain  billets  urgently  needed  to  extend  the  Automated  Mer- 
chant Vessel  Reporting  System  (AMVER)  to  the  Pacific  Ocean — 
scheduled  to  begin  operation  on  July  1,  1965 — the  Coast  Guard 
carried  out  studies  of  manpower  utilization  and  workload  distribution 
which  resulted  in  the  reassignment  of  44  enlisted  and  warrant  radiomen 
to  the  new  program.  Additional  savings  in  manpower  and  equipment 
costs  were  realized  by  expanding  the  capacity  of  the  East  Coast 
AMVER  Computer  Center  in  New  York  to  handle  the  data  processing 
workload  of  the  west  coast  system,  thus  eliminating  the  need  for  the 
acquisition  of  a  second  computer  and  an  estimated  19  additional  men 
to  operate  it. 

Some  $600,000  in  manufacturing  costs  and  $78,000  in  annual  oper- 
ating expenses  were  saved  by  building  three  75-foot  buoy  tenders  in 
place  of  three  larger  tenders  approved  previously  in  the  construction 
program.  The  substitution  of  the  smaller  tenders  was  made  possible 
by  reassignment  of  existing  vessels.  The  Coast  Guard  also  eliminated 
an  estimated  expenditure  of  about  $856,000  by  deleting  pulling  boats 
from  vessel  allowance  lists.  Most  of  these  boats  would  have  required 
major  repairs  or  replacement. 

The  Coast  Guard  conducted  three  management  seminars  during  fiscal 
1965,  designed  to  improve  the  management  capabilities  of  officers 
presently — or  likely  to  be — assigned  to  executive  positions.  Several 
meetings  and  lecture-discussions  were  also   held  to  improve  coordi- 
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nation  and  teamwork  between  military  and  civilian  personnel.  These 
sessions,  attended  by  those  in  the  middle  and  higher  management 
brackets,  were  intended  to  clarify  the  interrelationship  and  inter- 
dependency  of  military  and  civilian  positions,  thereby  furthering 
management  effectiveness. 

Coast  Guard  patrol  boats  assist  Navy  in  Vietnam 

Seventeen  Coast  Guard  82-foot  patrol  boats  have  been  deployed  to 
South  Vietnam  to  assist  in  halting  communist  infiltration  by  sea  of 
men,  weapons,  and  other  materials  into  the  hands  of  the  Viet  Cong 
guerillas.  The  Coast  Guard  squadi'on,  specially  trained  and  equipped 
will  board  and  inspect  junks  and  other  craft  for  contraband  cargo. 
Under  the  operational  control  of  the  Navy's  7th  Fleet,  these  are  the 
first  Coast  Guard  vessels  to  be  used  in  a  combat  situation  since  World 
War  II. 

Search  and  rescue 

Dmdng  the  last  five  years.  Coast  Guard  response  to  calls  for  assis- 
tance has  increased  by  29  percent,  an  additional  workload  which  has 
been  met,  in  part,  by  increased  operating  efficiency.  As  part  of  a 
long-range  plan  to  develop  more  effective  search  and  rescue  techniques, 
a  new  electronic  Datum  Marker  Buoy  is  under  operational  evaluation. 
Dropped  at  the  best  position  of  a  distress  case,  it  drifts  at  the  same  rate 
as  a  man  in  the  water  and  emits  a  radio  signal  for  48  hoiu-s  that  can  be 
picked  up  by  SAR  units  as  far  away  as  70  miles.  The  first  operational 
uses  have  been  highly  successful. 

The  use  of  helicopters  operating  from  the  new  Reliance-clsiss  cutters 
has  opened  a  new  horizon  in  search  operations.  Helicopters  refueling 
from  these  small  vessels  are  able  to  search  an  area  with  far  greater 
effectiveness  than  fixed-wing  aircraft  alone.  Two  of  these  new  cutter- 
helicopter  teams  participated  in  the  GT-3  shot  of  the  Gemini  Space 
Shot  series,  and  a  helicopter  from  Diligence  was  the  first  aircraft  to 
reach  the  downed  capsule. 

The  Automated  Merchant  Vessel  Reporting  System  (AMVER) 
continued  to  coordinate  the  services  of  merchant  ships  in  search  and 
rescue  cases,  plotting  the  movements  of  some  1,000  vessels  daily  in  the 
Atlantic.     The  system  is  being  extended  to  the  Pacific  in  fiscal  1966. 

Some  typical  examples  of  Coast  Guard  assistance  rendered  during 
fiscal  1965  are  summarized  below. 

Ship  disaster.— On  December  20,  1964,  the  United  States  M/V 
Smith  Voyager,  while  approximately  800  miles  east-southeast  of 
Bermuda  in  heavy  weather,  broadcast  a  distress  message  after  shifting 
cargo  caused  a  30-degi"ee  list  and  a  loss  of  power.  Three  merchant 
vessels,  three  Coast  Guard  cutters,  and  Coast  Guard  and  Air  Force 
aircraft  diverted  to  assist  the  42  persons  on  board.  Thirty-eight 
persons  were  rescued  and  four  bodies  recovered  despite  adverse 
weather  and  sea  conditions.  This  was  but  one  of  nine  major  ship 
disasters  at  sea  diu'ing  the  winter  of  1964-65. 

Airline  crash. — On  February  9,  1965,  a  commercial  DC-7  exploded 
in  midair  off  Jones  Beach,  Long  Island,  with  84  persons  on  board. 
An  extensive  search  utilizing  7  Coast  Guard  cutters,  6  Coast  Guard 
aircraft,  and  a  Navy  tug  recovered  9  bodies  and  various  pieces  of 
debris.     There  were  no  siu-vivors. 
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Midwest  floods.- — ^During  April  1965,  rain  and  melting  snow  in 
southern  Minnesota  and  northern  Iowa  caused  record  floods  along  the 
Mississippi  and  Red  Rivers.  Coast  Guard  flood  relief  teams  preceded 
the  crests  downriver,  strengthening  dilves,  and  evacuating  persons  in 
danger.  Where  the  dikes  did  not  hold,  whole  towns  and  tens  of 
thousands  of  square  miles  were  completely  inundated.  Coast- 
guardsmen  in  small  boats  and  helicopters  evacuated  over  3,000 
stranded  persons. 

Medical  evacuation. — Medical  assistance  was  rendered  to  the  Indian 
M/V  Kaksami  Jayanti  when  her  chief  officer  was  severely  injured.  A 
Coast  Guard  helicopter  and  fixed-wing  aircraft,  escorted  by  a  95-foot 
WPB  and  a  40-foot  utility  boat,  rendezvoused  with  the  ship  240  miles 
northwest  of  Queen  Charlotte,  Alaska.  The  patient  was  au-lifted  to 
an  ambulance  for  transfer  to  a  hospital. 

A  tabulation  of  search  and  rescue  assistance  for  fiscal  year  1965 
follows. 


Respo 

Qse  by- 

Operations 

Aviation 
units 

Ships 

Shore 
units 

Total 

Assistance  Calls  Kesponded  To  Fob 
Private  vessels                                         .      -_    

2,202 

621 

293 

55 

263 

70 

414 

9 

1,224 

405 

2,620 

1,433 

599 

100 

59 

25 

87 

4 

437 

292 

18, 950 

2,792 

1,757 

258 

183 

39 

59 

10 

2,112 

1,214 

23, 772 

Commercial  fishing  vessels                    -      -  __ 

4,846 

other  commercial  vessels  ..         

2,649 

Government  vessels -  -_    - : 

413 

Private  aircraft                                            -_  -  --    

505 

Commercial  aircraft                             _  _  _      

134 

Military  aircraft        .                  -    -          -  -- 

560 

other  aircraft  -              _.    - _ 

23 

Personnel  only                                               

3,773 

Miscellaneous                                                      - 

1,911 

Total -       -    

5,556 

5,656 

27, 374 

38, 586 

Major  Type  of  Assistance  Rendered 
Located..    .. ..    .      - 

1,179 
30 
306 
264 
17 
685 
147 
937 

1,308 
915 

255 

151 

2,488 

898 

2,220 

14,471 

2,332 

Refloated                                                 _    -      . 

2,401 

Towed                                              .         -      -    

17, 265 

Aircraft  escorted 

264 

Fueled  or  repaired .      .  .    _  .       .  . 

134 
273 

77 
575 
923 
947 

175 
1,187 

297 
1,998 
3,664 
3,970 

326 

Medical                                                      -    _       - 

2,145 

Personnel  rescued                                   .      

521 

Searches        .                                -           _..--  

3,510 

Attempts  to  assist ..  . ...    .. 

5,895 

Other  assistance . 

5,832 

Total  ..              

5,788 

5,823 

28, 880 

40, 491 

Persons  Involved  in  Assistance  Cases 
Lives  saved  .            .    .         _.    . 

616 

825 

13, 233 

346 
365 

17,  518 

1,022 

1,365 

68, 317 

1,984 

Medical  assistance  rendered  .                            _    

2,  555 

Otherwise  assisted        .                   --           .  . 

99, 068 

Total  assisted..      ...      

16,074 

20, 329 

72, 004 

103, 607 

Value  Of  PROPERTr  Involved  Including  Cargo 
Vessels                                                            _  -    

$1, 197, 151,  700 

Aircraft 

640,229,900 

M  iscellaneous 

36, 292, 000 

Total 

1, 873, 673,  600 
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Marine  inspection  and  allied  safety  measures 

There  were  4,432  marine  casualties  reported  during  fiscal  1965,  four 
of  which  were  major  and  required  marine  boards  of  investigation. 
Inquh'ies  revealed  that  125  lives  were  lost  from  vessel  casualties,  178 
from  personal  accidents,  and  225  deaths  were  due  to  miscellaneous 
causes.  (These  figm'es  exclude  pleasure  craft  covered  by  the  Federal 
Boating  Act  of  1958.)^ 

Of  the  four  casualities  investigated  by  marine  boards,  foremost  was 
the  foundering  of  the  wheat  laden  SS  Smith  Voyager  in  the  Atlantic 
Ocean  on  December  20,  1964.  Four  crewmembers  lost  their  lives 
whOe  abandoning  the  vessel  which  later  sank  while  under  tow. 
Another  accident  involved  the  American  tanker  Santa  Maria  which 
collided  with  the  Norwegian  tanker  Sirrah  off  Anchorage,  Alaska,  on 
October  19,  1964,  causing  one  fatality  and  extensive  damage  to  both 
vessels.  Another  inquiry  concerned  the  collision  of  the  American 
freighter  Cedarville  and  the  Norwegian  freighter  Topdalsfjord  near 
the  Straits  of  Mackinac  on  May  7,  1965.  The  Cedarville  sank  with 
10  crewmen  aboard.  The  foiu-th  casualty  investigated  was  the  flood- 
ing of  the  Panamanian  tanker  Daniel  Pierce  which  resulted  in  its  cargo, 
sulfiu-ic  acid,  contaminating  the  Port  of  Guanica,  Puerto  Rico,  on 
July  13,  1964.  The  harbor  was  closed  to  all  traffic  and  the  town 
partially  evacuated.     There  were  no  fatalities. 

The  International  Convention  for  Safety  of  Life  at  Sea,  1960 
(SOLAS),  became  effective  on  May  26,  1965.  Safety  certificates  in 
accord  with  the  new  standards  will  now  be  issued  to  passenger,  cargo, 
and  tank  vessels  as  they  come  up  for  initial  inspections  or  reinspections. 

Recreational  boating. — ^The  phenomenal  growth  in  recreational 
boating  is  continuing,  with  more  than  7,750,000  pleasm'e  craft  esti- 
mated to  have  been  in  use  in  the  United  States  dui'ing  calender  1964. 
To  cope  with  this  activity  several  innovations  were  made  by  the  Coast 
Guard.  For  example,  safety  patrols  are  to  be  used  to  deter,  detect, 
and  report  unsafe  boating  practices.  Under  this  program,  law  en- 
forcement in  general  should  be  improved  t  hi'ough  better  coverage  of 
boating  areas  although  fewer  boats  than  in  the  past  will  be  routinely 
stopped  and  examined.  A  Boarding  Officers'  Instructor  Indoctri- 
nation Course  was  conducted  by  the  Coast  Guard  to  promote  uniform 
enforcement  by  States.  Greater  emphasis  is  being  placed  on  dissemi- 
nation of  safety  information  to  the  boating  public  and  to  boat  manu- 
facturers and  dealers. 

As  of  December  31,  1964,  there  were  3,763,469  pleasm-e  craft 
numbered,  183,043  by  the  Coast  Guard  and  the  remainder  by  the  45 
States  and  the  Vu'gin  Islands  which  have  numbering  systems  approved 
by  the  Coast  Guard.  During  calendar  1964,  5,036  vessels  were 
involved  in  3,912  boating  accidents  which  resulted  in  1,192  fatalities, 
1,193  injuries,  and  property  damage  estimated  at  $5,171,600.  Cap- 
sizing continued  to  be  a  major  cause  of  fatalities  while  collisions 
accounted  for  42  percent  of  aU  boating  accidents.  Fires  and  ex- 
plosions were  the  cause  of  44  percent  of  the  reported  property  damage. 

Merchant  marine  technical  activities. — In  the  commercial  ship- 
building field,  considerable  interest  is  being  shown  in  submarine 
tankers,  ground  effect  machines,  hydrofoils,  exotic  research  vessels, 
chemical  carriers,  etc.     In  many  cases  the  development  of  completely 
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new  concepts  or  criteria  for  evaluating  safety  of  design  and  operation 
is  required  of  the  Coast  Guard.  In  conjunction  with  these  new  de- 
signs some  of  the  special  areas  requiring  detailed  consideration  in- 
clude the  use  of  high  strength  steel,  aluminum,  newly  developed 
insulation,  and  the  arrangement  of  spaces  and  equipment. 

The  nuclear-powered  N.S.  Savannah  is  now  in  operation,  and  the 
U.S.  Army  MH-lA  floating  nuclear  power  plant  is  to  be  certificated 
by  the  Coast  Guard  diu^ing  1966.  These  vessels  have  given  the  Coast 
Guard  practical  experience  in  the  construction  and  operation  of 
pressurized  water  reactors  in  the  marine  environment. 

Approximately  24  passenger  hydrofoils,  representing  three  different 
designs,  have  been  certificated  to  date  by  the  Coast  Guard,  and  two 
passenger-carrying  Ground  Effect  Machines  (GEMs)  for  use  in  the 
San  Francisco  Bay  area  are  being  evaluated. 

The  Coast  Guard  published  a  book  entitled  Chemical  Data  Guide  jor 
Bulk  Shipments  by  Water,  believed  to  be  the  first  publication  dealing 
with  the  hazards  of  transporting  chemicals  by  water.  It  should 
assist  in  dealing  with  emergencies  and  prove  useful  as  a  reference 
manual  for  marine  inspectors. 

Although  not  required  by  law,  several  Federal  agencies  are  availing 
themselves  of  Coast  Guard  knowledge  and  experience  to  assist  in  the 
construction  of  safe  and  seaworthy  vessels,  ranging  from  oceano- 
graphic  research  vessels  to  satellite  tracking  ships. 

Tabulated  below  are  certain  of  the  marine  inspection  functions  of 
the  Coast  Guard,  comparing  the  workload  for  the  fiscal  years  1964 
and  1965. 


Inspection  activities 


Vessels  inspected  for  certification  ' 

Vessels  re  inspected— 

Drydock  inspections - 

Equipment  inspected  at  factory 

Miscellaneous  vessel  inspections 

Violations  of  navigation  and  inspection  laws  (adminis- 
trative action  completed) 

Inspection  of  foreign  vessels 

Merchant  vessel  plans  reviewed — 

Structures  inspected  (Outer  Continental  Stielf  Lands 
Act) — 


Number 


1964 


5,644 
6,134 

5,882 

,251,350 

27, 886 

54,759 


36,605 


1965 


5,343 

5,003 

5,798 

1,128,917 

26, 329 

38,128 

1,428 

40,641 

52 


Gross  tonnage 


1964 


9,604,360 
12,584,433 
13, 757, 828 


1965 


11,765,913 

9, 606, 985 

13, 868, 000 


13, 982, 117 


1  Includes  initial  inspections. 


Meetings,  conferences,  and  publications. — The  Merchant  Marine 
Council  held  four  regular  and  two  special  committee  meetings,  one 
public  hearing  and  an  executive  session  to  consider  proposed  amend- 
ments to  regulations. 

The  Coast  Guard  participated  in  numerous  meetings  and  confer- 
ences held  in  the  United  States  to  promote  maritime  safety,  and 
was  actively  or  indirectly  concerned  with  27  international  meetings 
held  in  London  by  the  Intergovernmental  Maritime  Consultative 
Organization  (IMCO). 
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The  Coast  Guard  continued  to  distribute  the  publications,  Pleasure 
Crajt,  Recreational  Boating  Guide,  and  the  Proceedings  of  the  Merchant 
Marine  Council  to  promote  greater  safety  in  recreational  boating  and 
in  the  maritime  industry. 

Merchant  marine  personnel. — Merchant  marine  personnel  were  issued 
67,818  documents  dm'ing  the  fiscal  year.  Coast  Guard  shipping 
commissioners  processed  7,703  sets  of  shipping  articles  involving 
486,576  individual  transactions  relating  to  the  shipment  and  discharge 
of  seamen.  Merchant  marine  investigating  sections  in  major  U.S. 
ports  and  merchant  marine  details  in  certain  foreign  ports  investigated 
17,310  cases  involving  negligence,  incompetence,  and  misconduct. 
Charges  were  preferred  and  hearings  held  on  1,067  cases  before 
civilian  examiners.  Security  checks  were  made  of  19,987  persons 
desiring  employment  on  merchant  vessels. 

Law  enforcement 

Patrols  of  the  Florida  Straits  and  Bahama  Islands  were  continued 
as  high  priority  projects,  since  Cuban  refugee  action,  enforcement  of 
neutrality,  and  fishing  vessel  movements  require  constant  sm'veillance. 
Enforcement  of  international  fisheries  conventions  also  assumed  a  role 
of  major  importance  as  foreign  fishing  fleets  have  set  up  large  scale 
operations  off  U.S.  shores.  The  Alaska  Patrol  required  the  temporary 
redeployment  of  six  cutters  to  enforce  international  fishery  con- 
servation treaties  during  fiscal  1965.  The  Coast  Guard's  role  in  the 
enforcement  of  water  pollution  laws  continued  to  grow  because  of 
national  concern  with  the  increased  pollution  by  oil  and  other 
materials. 

Port  Security. — Fifty-three  captains  of  the  port  enforce  Port 
Security  and  Dangerous  Cargo  Regulations  throughout  the  United 
States.  Dm'ing  the  past  10  years  production  and  water  transporta- 
tion of  industrial  chemicals  has  tripled,  resulting  in  increased  Coast 
Guard  responsibilities  under  the  Dangerous  Cargo  Act.  In  addition 
to  the  safety  aspects  of  the  Port  Security  Program,  the  Coast  Guard 
is  charged  with  protecting  U.S.  ports  and  harbors  against  sabotage. 
This  requu-ed  special  attention  for  certain  vessels  making  a  total  of 
265  port  entries  (1,259  days  in  port)  dm'ing  the  fiscal  year.  The 
following  table  illustrates  the  workload  in  the  major  enforcement 
areas  for  fiscal  year  1965. 


Enforcement  work 


Number 


1965 


Motorboats  boarded 

Waterfront  facilities  inspected 

Reported  violations  of: 

Motorboat  Act 

Port  security  regulations 

Oil  Pollution  Act 

other  laws 

Explosives: 

Loading  permits  issued 

Loadings  supervised 

other  hazardous  cargoes  inspected . 


121,892 
30, 777 

39, 857 

4,137 

617 

487 

519 

640 

9,623 
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Military  readiness 

As  part  of  the  Coast  Guard  military  readiness  program,  30  ships 
participated  in  Navy  refresher  training  and  three  ships  in  shakedown 
training  during  the  fiscal  year.  The  Navy-Coast  Guard  class  improve- 
ment plan  for  installing  new  military  readiness  equipment  on  high 
endui'ance  cutters  is  approximately  20  percent  complete.  Coast 
Guard  units  participated  in  a  number  of  joint  military  training 
exercises.  As  reported  above,  17  Coast  Guard  patrol  craft  were 
sent  to  South  Vietnam  for  surveillance  of  the  coastal  sea  routes. 

Aids  to  navigation 

Dm'ing  fiscal  1965  the  Frying  Pan  Shoals,  N.C.,  lightship  and  the 
Savannah,  Ga.,  lightship  were  replaced  by  newly  constructed  fixed 
light  structiu-es.  Nine  manned  light  stations  were  converted  to 
automatic  operation  to  reduce  costs  without  reduction  of  service. 
The  revision  of  the  radiobeacon  system  was  completed  in  the  Great 
Lakes  as  part  of  a  coordinated  progi-am  with  the  Canadian  Depart- 
ment of  Transport.  On  July  1,  1964,  three  loran  stations  in  Japan 
were  transferred  to  the  Japanese  Maritime  Safety  Agency,  and  the 
station  in  Pusan,  Korea,  was  discontinued.  Japan  established 
another  station  at  Tsushima  in  order  to  maintain  service  in  the  area. 

The  volume  of  aids  to  navigation  maintained  by  the  Coast  Guard 
as  of  March  31,  1965,  follows. 


Navigational  aids 


Loran  transmitters 

Radiobeacons 

Fog  signals  (except  sound  buoys). 

Lights  (Including  lightships) 

Daybeacons 

Buoys: 

Lighted  (including  sound) .  - . 

Unlighted  sound 

UnUghted 

River  type 

Total 


Number 


1965 


64 
189 

583 

11, 084 

7,193 

3,642 

336 

10, 959 

7,728 


41,778 


Ocean  stations 

The  Coast  Guard  continued  its  operation  of  four  ocean  stations  in 
the  North  Atlantic  and  two  in  the  North  Pacific.  These  ships,  spend- 
ing 78,420  operating  hours  on  patrol,  provided  meteorological,  navi- 
gational, communications,  and  rescue  services  for  air  and  marine 
commerce  and  collected  various  scientific  data. 

Oceanography 

Progress  continued  toward  full  participation  in  the  National  Oceano- 
gi-aphic  Program.  Twenty-nine  ships  have  now  been  outfitted  for 
oceanogi-aphic  sm-veys,  and  programs  of  routine  time-series  observa- 
tions on  ocean  stations  Bravo,  Charlie,  and  Victor  were  initiated.  A 
shipboard  computer  on  board  the  oceanogi'aphic  ship  USCGC  Ever- 
green has  improved  the  quality  of  its  surveys.  The  USCGC  Woodrush 
conducted  extensive  seismic  experiments  in  Lake  Superior  in  support 
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of  a  joint  United  States/Canadian  Study  of  the  North  American 
Crustal  Structure. 

Coast  Guard  intelligence 

During  the  fiscal  year,  2,439  internal  security  and  criminal  investi- 
gations were  made,  as  well  as  12,052  national  agency  checks.  In 
addition,  23,486  merchant  mariners  and  7,658  applicants  for  port 
secm-ity  cards  were  screened  to  determine  whether  documents  should 
be  issued. 

Operational  facilities 

The  following  table  shows  the  distribution  of  operating  hom-s  for 
the  major  functions  of  Coast  Guard  vessels,  aviation  units,  and  shore 
units  (including  small  boats)  for  the  fiscal  year  1965. 


Workload  distribution,  fiscal  1965 


Activity 


Law  enforcement 

Search  and  rescue 

Aids  to  navigation 

Reserve  training 

Ice  breaking 

Oceanography 

Military  readiness 

Cooperation  with  other  agencies 

Port  security 

Training  of  cadets  and  officer  candidates- 

Ocean  stations 

Noninission  movement 

Proficiency  training  i 

Ferry  i 

Tests" 

Administrative  • _-_ 


Vessels 

(operating 

hours) 


51, 133 

106, 223 

209, 081 

12, 693 

14, 004 

7,011 

29, 217 

18, 270 

16, 222 

4,916 

78, 420 

43, 991 


Total. 


591, 181 


Aviation 

units  (flight 

hours) 


5,805 

26, 190 

8,084 

24 

192 

572 

243 

2,378 

472 


27,  551 
1,704 
1,605 
6,413 


81,233 


Shore  units 

(operating 

hours) 


68, 206 

86, 913 

87, 067 

2,078 

531 

106 

3,198 

4,816 

39, 671 

91 


19, 328 


312, 005 


'Applies  to  aircraft  only. 

Floating  units. — As  part  of  the  continuing  program  to  replace  over- 
age and  obsolete  ships,  the  second  and  third  210-foot  WPC-class 
medium  endurance  cutters  were  completed  in  fiscal  1965,  and  con- 
struction of  the  first  of  the  newly-designed  37S-foot  WPG-class  high 
endurance  cutters  neared  the  midpoint.  Three  157-foot  coastal 
buoy  tenders  and  several  smaller  vessels  were  also  completed,  and  a 
221-foot  reserve  training  vessel  acquired  from  the  Navy  was  com- 
missioned. On  June  30,  1965,  the  Service  had  323  ships  in  active 
commission. 

Shore  units. — Fourteen  facilities,  including  light  attendant  stations, 
loran  transmitting  stations,  and  inspector  offices,  were  disestablished, 
while  17  new  facilities  were  established  and  11  were  reorganized. 

Aviation  and  aircraft. — The  Coast  Guard  operated  153  aircraft, 
including  57  helicopters,  during  fiscal  1965.  Seven  turbine-powered 
amphibian  helicopters  replaced  overage  models  and  a  new  helicopter 
station  was  commissioned  at  Astoria,  Oreg.  Additional  helicopters 
were  assigned  to  the  Annette  Air  Station,  Alaska,  to  augment  service 
at  that  activity. 
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Communications. — Major  Coast  Guard  commands  have  been  in- 
cluded in  the  Defense  Communication  Agency's  Automatic  Voice 
Network  (AUTO VON)  and  Automatic  Digital  Network  (AUTODIN) 
expansion  program.  Additional  communication  circuits  for  search 
and  rescue  were  added,  and  the  SARLANT  teletypewriter  circuit 
which  serves  major  search  and  rescue  commands  on  the  east  coast 
was  converted  to  an  automatic  83B3  selective  calling  system.  In 
November  1964,  the  President  approved  the  inclusion  of  Coast  Guard 
landline  circuits  with  those  of  the  National  Communications  System. 

Engineering  developments 

Civil  engineering. — A  new  search  and  rescue  station  was  completed 
at  Brookings,  Oreg.,  and  the  construction  of  a  new  air  station  at 
Selfridge  Air  Base  near  Detroit,  Mich.,  begun.  The  construction  of 
a  new  replacement  runway  at  the  Elizabeth  City,  N.C.,  Air  Base  was 
near  completion  at  the  close  of  the  fiscal  year;  and  work  had  been 
started  on  a  new  field  house  at  the  Coast  Guard  Academy. 

Rechargeable  lead  acid  batteries  and  electric-motor  flashers  on 
minor  lighted  aids  to  navigation  are  being  replaced  with  more  eco- 
nomical and  reliable  single  cycle  air  depolarized  batteries  and  solid 
state  electronic  flashers.  Standardized  day  marks  have  been  designed 
to  facilitate  mass  production  of  low  cost  uniform  signal  marks  for 
identification  of  aids  to  navigation  structures. 

Electronics  engineering. — The  Coast  Guard  completed  a  series  of 
flight  tests  of  the  engineering  model  of  a  loran-C  coordinate  converter, 
which  demonstrated  the  feasibility  of  loran-C  as  a  highly  accurate 
enroute  and  terminal  air  navigation  system.  A  lightweight  UHF/ 
VHF  homing  device  was  developed  for  the  HH-52A  helicopter, 
enabling  faster  location  of  any  distressed  vessel,  aircraft,  or  emergency 
beacon  capable  of  transmitting  in  the  UHF/VHF  frequency  range. 

Two  new  schools  to  improve  the  training  of  Coast  Guard  aviation 
electronics  technicians  have  been  opened  at  the  Aircraft  Repair  and 
Supply  Center,  Elizabeth  City,  N.C. 

The  MK-56  Gun  Fire  Control  System  to  be  used  aboard  large 
cutters  is  to  be  modified  to  enable  its  use  for  tracking  high  altitude 
weather  balloons,  thus  eliminating  the  need  for  separate  special 
purpose  equipment. 

The  new  primary  radio  station  at  Miami  was  put  into  operation 
this  year.  This  is  another  step  in  a  modernization  program,  which 
will  improve  communications  rehability  thi'ough  use  of  the  most 
up-to-date  equipment. 

Naval  engineering. — Several  large  vessels  and  a  number  of  smaUer 
ones  were  completed  during  the  fiscal  year  (See  Floating  units  above 
for  further  details).  Contracts  were  let  and  initial  construction  begun 
on  13  smaller  vessels.  Contracts  were  awarded  for  the  construction 
of  the  second  378-foot  high  endurance  cutter  and  five  210-foot  medium 
endiu-ance  cutters.  Multiyear  contracts  are  now  being  employed, 
where  practicable,  to  reduce  construction  costs.  Standard  boat- 
building construction  continued  during  the  year  with  the  production 
of  thirteen  44-foot  motor  life  boats,  eleven  40-foot  utility  boats,  and 
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twenty-seven  25-foot  motor  selfbailing  surfboats.  Thirteen  19-foot 
boats,  capable  of  being  towed  on  and  launched  from  trailers,  were 
placed  in  use  for  servicing  navigational  aids  on  intercoastal  waterways. 

Aeronautical  engineering. — Flotation  equipment  was  developed  and 
installed  on  inservice  and  production  HH-52  helicopters  to  improve 
the  waterborne  stabihty  of  the  aircraft  with  the  rotors  stopped.  This 
will  increase  personnel  safety  and  reduce  the  cost  of  crash  damage 
repairs.  The  program  to  improve  the  engine  reliability  of  HU-16E 
aircraft  was  also  completed. 

Testing  and  development. — Advances  were  made  in  the  development 
of  equipment  and  techniques  to  accelerate  the  automation  of  manned 
light  stations.  A  simple  radio  remote  control  system,  designed  for 
point-to-point  control  of  a  single  small  light  station,  has  been  in  use 
for  1 6  months.  A  more  sophisticated  system  has  successfully  exercised 
experimental  control  over  a  major  light/fog  signal/radiobeacon  station. 
This  complex  system,  capable  of  controlling  a  network  of  six  major 
light  stations,  will  be  tested  in  the  western  Long  Island  Sound  area 
early  in  fiscal  1966. 

Ballimore  Light,  the  world's  first  nuclear-powered  lighthouse,  com- 
pleted one  year  of  successful  operation  in  May  1965.  The  SNAP-7B 
generator,  developed  under  AEC  sponsorship,  has  proved  to  be  a 
reliable  power  source,  but  isotopic  power  is  not  now  economically 
competitive  with  more  conventional  energy  sources  for  aids  to  navi- 
gation. 

A  Coast  Guard  30-foot  utility  boat  has  been  equipped  with  hydro- 
foils to  study  the  advantages  and  liabilities  of  hydrofoil  craft  as  search 
and  rescue  vehicles. 

Coast  Guard  reserve 

Reserve  training  cruises  were  conducted  on  the  east  coast  by  the 
USCGC  Tanager  for  1,484  reservists.  Active  duty  training  courses 
for  reservists  on  the  West  Coast  were  instituted  at  the  Coast  Guard 
Base,  Alameda,  Calif.,  during  the  summer  months. 

The  first  group  of  women  recruits  (SPARs)  since  World  War  II 
entered  on  active  duty  for  one  year  of  training,  after  which  they  will 
be  assigned  to  organized  reserve  training  units.  A  limited  pilot 
enlistment  program,  consisting  of  four  months  instead  of  six  months 
initial  active  duty  for  training,  was  commenced  for  port  security 
personnel  in  certain  areas.  If  successful,  the  program  will  be  expanded, 
thus  saving  two  months  of  active  duty  training  time  for  personnel 
entering  the  port  security  rating. 

Personnel 

The  Continuation  Boards  required  by  the  interim  provisions  of 
legislation  approved  in  September  1963  (14  U.S.C.  211  et  seq.)  to 
reduce  the  officer  personnel  hump  in  the  grades  of  commander  and 
captain  were  completed.  A  total  of  12  captains  and  73  commanders 
are  being  retired  as  they  reach  minimum  eligibility.  The  personnel 
strength  of  the  Coast  Guard  as  of  June  30,  1964  and  1965  is  shown  in 
the  following  table. 
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Personnel 

Number 

1964 

1965 

Military  personnel: 

Commissioned  officers .. . . 

3,293 

867 

207 

385 

'27,509 

3  388 

Commissioned  warrant  officers 

844 

Warrant  officers                 _      ___      _      ._- 

244 

Cadets     .    -  . .  . 

440 

Enlisted  men... 

26, 860 

Total 

■■32,261 

31, 776 

Civilian  personnel: 

Salaried  (General  Service).. .  . . 

2,757 

2,292 

180 

2,856 

Wageboard                                      .      ...-         .      .. 

2,308 
158 

Lamplighters    -. 

Total  (exf.liisivR  of  vncanfiips) 

5,229 

6,322 

Ready  reservists: 

Officers                   -      -      .  - 

3,620 
24,286 

3,796 

Enlisted.. 

26,446 

Total     .            

27, 906 

30,242 

'  Revised. 


The  table  below  reflects  the  changes  in  the  number  of  officers  on 
active  duty  as  of  June  30,  1964  and  1965. 


Officers 

Number 

1964 

1965 

Additions  of  commissioned  officers: 

Coast  Guard  Academy  graduates..  .  

109 

24 

0 

221 

114 

Reserve  officers  called  to  active  duty                .         ....... . 

65 

Former  merctiant  marine  officers  appointed       .  . 

2 

Officer  Candidate  School  graduates _  

244 

Total 

354 

415 

Losses  of  commissioned  officers: 

Regular  '  -      .  _  . ..  

143 
103 

178 

Reserve  on  completion  of  obligated  service 

145 

Total 

246 

323 

Net  gain                          ...      ..... 

108 

92 

'  Through  retirements,  resignations,  revocations,  and  deaths. 

Recruiting  and  training. — Fifty-nine  main  recruiting  stations  and 
50  substations  were  manned  by  257  recruiters  during  the  fiscal  year. 
There  were  11,749  applicants  for  enlistment  in  the  regular  Coast 
Guard  and  4,914  were  enlisted.  The  Reserve  received  6,711  appli- 
cations   and    enlisted    3,565. 

A  Coast  Guard  aviation  cadet  program  was  begun  during  the  year 
with  10  enlisted  appficants  selected.  Under  another  new  program, 
direct  commissions  as  Lt.  (jg.)  in  the  U.S.  Coast  Guard  Reserve 
will  be  offered  to  law  school  graduates,  who  would  spend  three  years 
on  active  duty.  The  first  of  this  group  will  be  commissioned  during 
the  fiscal  year  1966. 
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Coast  Guard  education  program. — The  education  and  training  pro- 
grams sponsored  by  and  participated  in  by  the  Service  are  summarized 
for  the  fiscal  years  1964  and  1965  as  follows. 


Education  and  training  programs 


Coast  Guard  Academy: 

Applications 

Applications  approved 

Appointments  accepted 

Cadets 

Graduates  (Bachelor  of  Science  degree) 

OfBcer  training  completed: 

Officer  Candidate  School  graduates 

Postgraduate 

Flight  training 

Helicopter  training 

C-130  B  aircraft  training 

Short-term  specialized  coiu'ses 

Ofl-duty  courses  at  civilian  schools 

Enlisted  training  completed: 
Recruit  training: 

Regular 

Reserve 

Coast  Guard  basic  petty  officer  schools 

Navy  basic  petty  officer  schools 

Advanced  schools  (Navy  and  Coast  Guard) 
Specialized  courses  (Service  and  civilian) . . . 
Off-duty  education  (civilian  schools) 

Correspondence  courses  completed: 

Coast  Guard  Institute 

U.S.  Armed  Forces  Institute 

U.S.  Naval  Correspondence  Course  Center- 


3.745 

2,706 

1280 

597 

114 

244 
67 
28 
25 
13 
690 
575 


3,295 

2,401 

1,407 

324 

101 

2,573 

390 

8,996 

301 

13,210 


1  Estimated. 


Coast  Guard  Auxiliary 

The  Auxiliary,  a  voluntary  nonmilitary  organization  functioning 
in  686  communities,  conducted  public  instruction  com'ses  in  safe 
boating  which  were  attended  by  137,395  persons  in  fiscal  1965. 
Courtesy  examinations  of  the  safety  equipment  of  some  183,000 
motorboats  were  made  by  specially  qualified  Auxiliarists.  The 
Auxiliary  also  cooperated  with  the  regular  Coast  Guard  in  making 
2,875  regatta  patrols,  and  participated  in  5,985  assistance  missions 
which  were  instrumental  in  saving  161  lives.  As  of  June  30,  1965, 
this  organization  had  23,004  members,  including  5,860  instructors  and 
8,197  inspector-examiners.  The  membership  operated  14,966  facili- 
ties, consisting  of  boats,  aircraft,  and  radio  stations. 

Fiscal  and  supply  management 

Contracts  for  the  construction  of  high  endurance  and  medium 
endurance  cutters  awarded  during  fiscal  1965  contained  options  for  the 
procurement  of  additional  vessels  which  were  programmed  in  the 
Coast  Guard  budget  estimates  for  the  fiscal  year  1966.  These  multi- 
year  procurements  are  expected  to  save  $1,350,000  in  total  contract 
prices.  This  procurement  policy  will  be  utilized  in  the  future  whenever 
feasible. 

The  Coast  Guard  cost  accounting  and  operational  data  reporting 
systems  were  revised  to  produce  the  financial  information  and  opera- 
tional performance  statistics  required  for  the  distribution  of  operating 
costs  to  Coast  Guard  programs.     The  Coast  Guard  budget  presenta- 
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tion  for  fiscal  1967  will  be  program-oriented,  using  actual  accounting 
and  performance  data  collected  during  fiscal  year  1965. 

Coast  Guard  operating  units  have  been  provided  an  improved  level 
of  direct  retail  supply  support  by  stores  issuing  activities  of  the 
Department  of  Defense  and  the  General  Services  Administration. 
This  has  enabled  a  corresponding  reduction  in  Coast  Guard  inventories. 

Funds  available,  obligations,  and  balances 

The  following  table  shows  the  amount  of  funds  available  for  the 
Coast  Guard  during  fiscal  1965  and  the  amounts  of  obligations  and 
unobligated  balances. 


Funds 
available  ' 

Net  total 
obligations 

Unobligated 
balance ' 

Appropriated  fimds: 

Operatina;  expenses 

$273, 748, 504 
20, 939, 000 
36,961,000 
92,616,446 

$273,691,046 

20,858,889 
36,958,434 
78,970,471 

$57, 458 

Reserve  training 

80,111 

Retired  pay _             .      .-                 .          

2,566 

An.qnisitinn,  poristriK'tion,  and  imprnvpmfint 

13, 819, 864 

Total  appropriated  funds 

424,264,950 

410,478,840 

13, 959, 999 

Reimbursements: 

Operatins;  expenses     .                 - 

14,220,342 
14,327,986 

14,220,342 
6,876,030 

Acquisition,  construction,  and  improvements..  ._  . 

7, 477, 789 

Total  reimbursements 

28,548,328 

21,096,372 

7,477,789 

Trust  fund,  U.S.  Coast  Guard  a:ift  fimd 

43,458 

4,737 

38, 721 

Grand  total  ..           .         .         . .. 

452,856,736 

431,579,949 

21,476,510 

'  Funds  available  include  unobligated  balances  brought  forward  from  prior  year  appropriation  as  follows: 
Acquisition,  construction,  and  improvements: 

Appropriated  funds $7,186,446 

Reimbursements 14,068,557 

U.S.  Coast  Guard  gift  fund 15,415 

2  Unobligated  balance  of  $21,297,653  imder  the  acquisition,  construction,  and  improvements  appropriation 
remains  available  for  obligation  in  fiscal  year  1966.  These  funds  are  programmed  for  obligation  in  fiscal 
1966  for  the  following  general  purposes: 

Department 
Coast  Guard      oj  Defense 
■projects  projects 

For  projects  deferred  in  fiscal  1965  to  be  subsequently  accomplished $4,575,000       

For  completion  of  projects  started  in  fiscal  1965 9,244,864        $7,477,789 


13,819,864  7,477,789 


United  States  Savings  Bonds  Division 

The  primary  responsibility  of  the  U.S.  Savings  Bonds  Division  is  to 
promote  the  sale  and  retention  of  savings  bonds  and  the  sale  of  savings 
stamps.  The  savings  bonds  program  makes  a  vital  contribution  to 
Government  fuiancing  and  debt  management  policy  as  one  of  the  most 
significant  means  through  which  the  Treasury  achieves  the  broadest 
possible  ownership  of  the  public  debt. 

Management  improvement 

The  Savings  Bonds  Division  is  headed  by  a  National  Director  and 
Assistant  National  Director  and  consists  of  two  principal  branches: 
Sales,  and  Advertising  and  Promotion.  The  branch  chiefs,  together 
with  the  National  Director  and  Assistant  National  Director,  make  up 
the  Division's  Management  Committee,  whose  main  purpose  is  con- 
tinuing improvement  of  the  Division's  services. 
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The  Division  has  6  regional  offices  and  offices  in  the  50  States  and 
the  District  of  Columbia  through  which  sales  materials  are  dissemi- 
nated. A  relatively  small  sales  and  service  staff  recruits,  trains,  and 
services  a  large  volunteer  savings  bonds  sales  corps.  Liaison  is  main- 
tained with  all  types  of  financial,  business,  labor,  agricultural,  and 
educational  institutions,  as  well  as  with  other  civic  organizations. 
Their  volunteer  services  are  enlisted  to  sell  savings  bonds  at  banks, 
savings  and  loan  associations,  credit  unions,  certain  post  offices  (those 
in  communities  where  there  is  no  other  sales  outlet) ,  and  business  estab- 
lishments operating  the  payroll  savings  plan. 

In  October  1964  a  quarterly  management  improvement  report  was 
initiated  under  which  State  offices  reported  management  activities  to 
the  headquarters  staff.  The  new  system  is  still  in  an  experimental 
stage,  but  has  served  to  make  the  field  staff  more  management  con- 
scious, and  has  increased  headquarters  staff  information  on  the  way 
in  which  State  offices  are  administered. 

In  February  1965  a  Field  GomQUunications  Guide  was  issued  as  a 
manual  for  communications  between  the  field  and  headquarters  offices. 
The  guide  has  been  well  received  as  a  reference  work  and  as  a  training 
guide. 

During  fiscal  1965,  six  States  transferred  their  addressograph 
operations  to  the  Distribution  Center.  Of  these  States,  five  were  able 
to  declare  their  addressograph  equipment  surplus.  Indirect  savings 
were  made  by  the  release  of  clerical  time  for  more  gainful  activity. 

Neivsette^  a  Division  publication,  initiated  in  May  1965,  is  designed 
to  keep  all  Division  employees  intormed  about  the  Federal  Govern- 
ment, the  Treasury  Department,  and  the  entire  Savings  Bonds  Di- 
vision. The  Division  plans  to  consolidate  its  administrative  informa- 
tion in  this  publication,  thereby  substantially  reducing  the  employees' 
required  reading  material. 

Programming  has  been  completed  for  the  conversion  of  payroll  sav- 
ings reporting  to  an  EDP  system  using  the  facilities  of  the  Parkers- 
burg  office  of  the  Bureau  of  the  Public  Debt.  First  reports  under  the 
new  system  were  mailed  to  37,000  business  firms  during  the  week  of 
July  5,  1965. 

The  new  equipment  has  been  programmed  to  produce  a  number  of 
highly  useful  operating  reports  at  minor  cost  which  had  not  been 
possible  under  the  previous  system. 

In  addition,  steps  are  under  way  to  handle  the  allocation  of  sales 
credits  by  large  interstate  companies  based  on  the  actual  payroll  sav- 
ings participants  in  each  State. 

Stepped-up  servicing  of  publicity  media  such  as  providing  live  radio 
spots  to  local  radio  stations  and  negatives  for  offset  service  to  news- 
papers and  periodicals  are  further  examples  of  the  continuing  effort  of 
the  Division  in  the  area  of  management  improvement. 

Promotional  activities 

A  "Ked,  White,  and  Blue"  plan  for  all  Americans  set  the  pace  for 
savings  bond  promotions  in  the  fiscal  year  1965,  the  program's  "Star- 
Spangled  Savings  Bonds  Year." 

May,  i\\Q,  anniversary  month  of  the  popular  Series  E  Bond,  was 
selected  for  "Star-Spangled  Security  Month." 
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To  launch  the  campaign  within  industry  and  outline  its  goals,  the 
1965  U.S.  Industrial  Payroll  Savings  Committee,  a  volunteer  commit- 
tee appointed  by  the  Treasury  Department,  met  in  Washington  on  Jan- 
uary 12.  Twenty-seven  business  and  industrial  leaders,  each  repre- 
senting a  major  metropolitan  market  area,  comprised  the  Committee, 
headed  by  Elmer  W.  Engstrom,  president,  Kadio  Corporation  of 
America.  Secretary  of  the  Treasury  Fowler  serves  as  the  Committee's 
Honorary  General  Chairman.  Members- at-large  are  Frank  R.  Milli- 
ken,  president  of  Kennecott  Copper  Corporation,  and  Harold  S. 
Geneen,  chairman  and  president  of  International  Telephone  and  Tele- 
graph Corporation,  chairmen  of  the  1964  and  1963  committees, 
respectively. 

Locally,  metropolitan  chairmen  organize,  lead,  and  encourage  busi- 
ness and  industrial  leaders  to  conduct  intensive  payroll  savings  cam- 
paigns in  their  own  companies. 

During  January-July  1965,  more  than  8,000  business  firms  promoted 
payroll  savings.  By  July  31,  74  percent  of  the  Committee's  goal  of 
1,100,000  new  "sign-ups"  had  been  attained.  The  809,756  new  enroll- 
ments represented  a  gain  of  14  percent  over  the  corresponding  months 
of  1964.  In  addition  to  the  new  "sign-ups,"  thousands  of  employees 
already  participating  in  the  plan  increased  their  regular  bond  savings. 
Sales  of  the  small-denomination  Series  E  bonds  (bought  chiefly  oy 
payroll  savers)  registered  peacetime  records  in  fiscal  1965. 

Organized  labor  gave  its  full  cooperation  to  payroll  savings 
campaigns  in  industry.  Through  the  National  Labor  Advisory 
Committee  for  Savings  Bonds,  the  sales  program  was  successfully 
publicized  by  national  unions  among  their  members. 

The  1965  "Star-Spangled  Savings  Plan  for  All  Americans"  was 
also  marked  by  highly  effective  campaigns  within  the  Federal  Govern- 
ment. Led  by  the  Interdepartmental  Savings  Bond  Committee,  under 
the  Chairman  of  the  Civil  Service  Commission,  John  W.  Macy,  Jr., 
this  campaign  raised  the  number  of  civilian  and  military  employees 
enrolled  in  the  payroll  savings  plan  to  2,398,825  at  the  end  of  the  year, 
an  increase  of  39,460  participants. 

Besides  these  concerted  campaigns,  the  Division  coordinated  numer- 
ous individual  drives  to  promote  the  sale  of  E  and  H  bonds  with  the 
aid  of  national  organizations  and  community  institutions.  To  orga- 
nize and  direct  the  campaigns,  under  the  chairmanship  of  Bernard  B. 
Burford,  secretary-treasurer  of  Optimist  International,  executives  of 
the  major  national  organizations,  with  more  than  60  million  members, 
met  in  Chicago  in  January  1965  and  in  Washington  in  February. 
"Community  Bond  Campaigns,"  designed  to  encourage  American 
families  to  buy  at  least  a  bond  a  year,  were  held  in  many  of  the 
Nation's  cities  and  towns  during  the  fiscal  year. 

During  fiscal  1965  the  motion  picture  industry  produced  a  new 
20-minute  color  short,  "The  Land  We  Love,"  to  assist  the  Division  in 
promoting  the  sale  of  savings  bonds.  Ten  motion  picture  companies 
contributed  footage ;  Warner  Brothers  Studio  donated  its  full  facili- 
ties. The  Department  of  Defense  and  the  Treasury  Department's 
Coast  Guard  cooperated  by  "shooting"  some  of  the  scenes.  This  film 
is  a  splendid  example  of  the  volunteer  contributions  of  the  American 
public  in  support  oi  the  U.S.  savings  bonds  program. 
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The  women's  organizations  of  the  Nation  act  as  vokmteer  leaders 
in  the  promotion  of  U.S.  savings  stamps  sales.  Stamps  are  sold  pri- 
marily in  the  Nation's  schools.  The  "Junior  Astronaut"  program 
initiated  during  academic  year  1962-63  continued  in  fiscal  year  1965, 
with  more  than  5,000,000  student  stamp  buyers  receiving  a  certificate 
signed  by  the  Nation's  7  original  astronauts  designating  each  one  as  a 
"Junior  Astronaut."  The  sale  of  115  million  savings  stamps  in  1965 
was  the  largest  number  sold  in  any  peacetime  year. 

The  voluntary  assistance  provided  by  the  Advertising  Council  and 
its  task  force  agencies  who  prepare  and  donate  advertising  and  pro- 
motional material  are  of  major  importance  to  all  campaigns  and 
promotional  activities  undertaken  by  the  U.S.  Savings  Bonds  Divi- 
sion. Also  of  immeasurable  value  to  the  sales  program  are  the 
contributions  and  cooperation  of  banks  and  other  financial  institutions, 
as  well  as  of  industry  and  community  volunteers,  whose  efforts  con- 
tinued at  high  levels  throughout  fiscal  1965. 

Donated  advertising  time  and  space  alone  is  conservatively  estimated 
at  a  value  of  more  than  $50  million  annually.  Because  of  this  support, 
the  costs  to  the  Government  of  promoting  the  sale  of  Series  E  and  H 
bonds  are  held  to  a  minimum  and  average  approximately  one-tenth 
of  one  percent  of  annual  sales. 

Sales  of  E  and  H  savings  bonds  during  fiscal  1965  totaled  $4.5 
billion.  Details  of  sales,  redemptions,  and  amount  outstanding  will 
be  found  in  tables  48-50. 

United  States  Secret  Service 

Principal  functions  of  the  U.S.  Secret  Service  are  the  protection 
of  the  President  of  the  United  States,  the  members  of  his  immediate 
family,  the  President-elect,  the  Vice  President  or  other  officer  next  in 
order  of  succession  to  the  office  of  President,  and  the  Vice-President- 
elect; the  protection  of  a  former  President,  at  his  request,  for  a  reason- 
able period  after  he  leaves  office;  the  detection  and  arrest  of  persons 
committing  any  offenses  against  the  laws  of  the  United  States  relating 
to  obligations  and  securities  of  the  United  States  and  of  foreign 
governments ;  and  the  detection  and  arrest  of  persons  violating  certain 
laws  relating  to  the  Federal  Deposit  Insurance  Corporation,  Federal 
land  banks,  and  Federal  land  bank  associations.  The  duties  of  the 
Service  are  defined  by  section  3056,  title  18,  United  States  Code. 

Management  improvement 

During  the  fiscal  year  1965  the  management  improvement  progi'am 
of  the  Service  gave  increased  attention  to  cost  reduction,  economy  of 
operations,  and  increased  productivity.  The  Inspection  Staff  con- 
tinued to  analyze  procedures  and  methods  at  the  time  of  each  field 
office  and  Headquarters  section  inspection,  and  to  make  suggestions 
for  improvements. 

An  advisory  committee  was  formed  to  study  the  application  of  data 
processing  to  the  huge  volume  of  letters  and  reports  handled  in  con- 
nection with  the  protection  responsibilities  of  the  Service. 

Studies  of  new  techniques  and  methods  to  expedite  criminal  investi- 
gations continued.  During  fiscal  1965  a  procedural  change  was  made 
in  the  submission  of  settlement  reports  in  cases  of  forged  Government 
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checks,  where  the  forger  had  already  been  identified  before  receipt  of 
the  check  for  investigation.  The  reports  are  now  submitted  by  the 
Headquarters  Forgery  Section  to  the  Treasurer  of  the  United  States 
when  the  case  is  received  instead  of  by  Secret  Service  field  offices.  This 
benefits  the  payee  who  receives  a  duplicate  check  earlier  while  reducing 
work  in  the  Office  of  the  Treasurer  and  in  the  Secret  Service. 

The  Counterfeit  Note  Index,  a  necessary  operating  document  in  each 
field  office,  was  revised  and  computer  programmed  to  produce  a  more 
effective  index. 

Participation  in  the  incentive  awards  program  was  improved  during 
fiscal  1965,  with  the  number  of  suggestions  increasing  more  than  55 
percent.     The  number  of  quality  pay  increases  rose  700  percent. 

Training 

Training  activities  of  the  Service  were  expanded  during  the  year. 
Seven  Secret  Service  Training  Schools,  one  Treasui*y  Guard  Force 
School,  and  various  types  of  other  Service  schools  were  conducted.  In 
addition,  an  Administration  and  Management  Institute  was  organized 
for  first  line  supervisors.  Outside  training  included  attendance  at  the 
FBI  Foreign  Language  School,  the  FBI  Academy,  Brookings  Institu- 
tion, American  University,  GSA  Secretarial  Courses,  GSA  Institute 
Course  on  Small  Purchases,  Department  of  Defense  Crypto  Schools, 
and  firearms  instructions  courses  by  the  Colt  Co.  and  Smith  and 
Wesson  Co. 

Protective  and  security  activities 

The  protection  of  the  First  Family  and  the  Vice  President,  and  the 
widow  and  minor  children  of  the  late  President  Kennedy  continued  to 
be  the  most  important  responsibility  of  the  Secret  Service. 

Investigations  concerning  protective  activities  increased  from  2,020 
in  1964  to  2,428  in  1965,  or  20.2  percent.  There  were  288  cases  pending 
at  the  close  of  the  fiscal  year,  representing  a  14.3  percent  increase  from 
the  end  of  fiscal  1964. 

Enforcement  activities 

Counterfeiting  continued  to  be  a  major  concern.  However,  the 
large  seizures  in  the  previous  year  of  illicit  plants  for  the  manufacture 
of  counterfeit  money  was  reflected  in  some  reduction  in  the  number  of 
plants  and  the  amount  in  counterfeit  money  seized  this  fiscal  year. 

During  fiscal  1965,  36  plants  for  the  manufacture  of  counterfeit 
money  were  seized,  a  decrease  of  18.2  percent  from  1964.  There  were 
484  new  issues  of  counterfeit  notes  seized  and  723  persons  arrested  for 
counterfeiting  offenses  during  the  year.  Counterfeit  money  received 
decreased  56.6  percent  to  $3,363,809.  The  loss  to  the  public  amounted 
to  $846,213  because  Secret  Service  agents  seized  $2,517,596  before  it 
could  be  passed.  The  majority  of  the  notes  passed  on  the  public  came 
from  large  organized  groups  of  offenders  in  the  New  York-Newark 
and  Cleveland-Chicago  areas. 

During  April  1965  four  men  were  arrested  in  San  Francisco  for 
passing  counterfeit  $20  notes  on  the  Federal  Reserve  Bank  of  San 
Francisco.  Following  the  arrest,  $100,000  in  the  notes  was  seized  from 
a  room  occupied  by  two  of  the  men  and  another  $156,000  was  found  in 
safe  deposit  boxes  rented  by  the  defendants  in  two  Los  Angeles  banks. 
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The  defendants  admitted  manufacturing  the  notes  in  a  printing  shop 
operated  by  one  of  them  in  Portland,  Oreg. 

In  December  1964,  the  owner  of  a  printing  shop  in  Allston,  Mass., 
and  an  associate  printed  $150,000  in  counterfeit  $20  Federal  Eeserve 
notes.  Although  they  solicited  miderworld  contacts  to  arrange  for  the 
sale  of  the  notes,  the  buyer  they  found  was  actually  an  undercover 
Secret  Service  agent.  The  group  was  arrested  and  their  equipment 
and  counterfeits,  including  a  quantity  of  counterfeit  American  Express 
checks,  seized  before  any  could  be  passed. 

During  August  1964  special  agents  in  Cleveland  began  investigating 
the  purchase  of  certain  materials  which  could  be  used  for  counterfeit- 
ing. By  December  the  investigation  had  progressed  sufficiently  to 
secure  a  Federal  search  warrant  for  the  home  of  a  principal  suspect 
who  was  apprehended  there.  Special  agents  found  a  press  and  other 
paraphernalia  as  well  as  $50,000  in  new  counterfeit  $20  and  $100  Fed- 
eral Reserve  notes.  The  suspect  escaped  his  guard,  leaped  through  a 
glass  door  and  fired  four  shots  at  the  pursuing  agents  as  he  ran,  using 
a  gun  handed  to  him  by  a  woman  who  had  concealed  it  in  a  blanket 
covering  her  baby.  The  agents  returned  the  fire  and  wounded  the  sus- 
pect. The  subject,  a  notorious  hoodlum  on  the  "Ten  Most  AVanted 
List"  of  the  FBI,  was  persuaded  to  surrender  and  was  hospitalized. 
He  escaped  from  the  hospital,  was  recaptured  the  same  day,  and  is  now 
serving  a  life  sentence. 

During  February  1965  South  African  police  arrested  two  men  in 
Johannesburg,  for  possession  of  a  suitcase  containing  $495,000  in 
counterfeit  $5  notes,  drawn  on  the  Federal  Reserve  Bank  of  San  Fran- 
cisco. One  of  the  men  had  manufactured  the  notes  in  a  printing  shop 
in  Johannesburg,  where  he  was  employed. 

Close  and  effective  work  by  special  agents  assigned  to  the  Paris  office 
and  the  Italian  Police  resulted  in  the  arrest  of  11  persons  in  Italy  dui*- 
ing  June  1965.  The  authorities  seized  $7,100  in  counterfeit  $50  and 
$100  U.S.  Federal  Reserve  notes,  issued  on  various  Federal  Reserve 
banks.  These  arrests  halted  a  large  criminal  operation  responsible  for 
the  distribution  of  stolen  diamonds  and  automobiles,  illegally  possessed 
gold  and  arms,  and  many  varieties  of  smuggled  goods. 

During  August  1964  a  man  was  arrested  in  San  Francisco  and  ap- 
proximately $20,000  in  counterfeit  notes  and  negatives  for  four  differ- 
ent types  of  notes  drawn  on  the  Federal  Reserve  banks  of  New  York, 
Boston,  and  Chicago  seized.  As  a  result  of  that  arrest,  two  trunks 
containing  $716,000  in  counterfeits  were  seized  from  a  warehouse  near 
Hartford,  Conn.  Another  man  was  arrested  and  both  defendants  were 
convicted.   Less  than  $400  in  the  notes  was  passed  on  the  public. 

The  alterations  of  U.S.  coins  to  enhance  their  numismatic  value  in- 
creased during  the  fiscal  year.  This  problem  has  grown  rapidly  in  the 
past  two  years.  One  case  involved  the  purchase  for  $25,000  by  a  Vir- 
ginia coin  dealer  of  a  roll  of  silver  dollars  dated  1893,  The  mint  mark 
on  each  coin  had  been  altered  so  expertly  that  a  reputable  and  ex- 
perienced numismatic  firm  had  judged  them  to  be  genuine. 

Counterfeit  U.S.  currency  continued  to  be  a  problem  in  foreign 
countries.  During  fiscal  1965,  $951,595  was  received  as  compared  with 
$157,740  in  the  previous  fiscal  year.  Since  a  gi-eat  deal  of  such  activity 
does  not  come  to  the  attention  of  the  Secret  Service,  despite  mutual 
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agreements,  these  figures  undoubtedly  represent  a  relatively  small  part 
of  the  amount  manufactured  and/or  circulated.  Close  liaison  with 
Interpol  as  well  as  with  police  otncials  throughout  the  world  has  been 
very  fruitful  in  improving  this  phase  of  the  Service's  operations.  Po- 
lice officials  from  many  comitries  receive  instructions  on  detection  of 
counterfeits  from  the  Service,  both  when  they  visit  Washington  and 
when  Service  employees  are  traveling  in  their  countries  on  other  as- 
sigmnents.  Particularly  effective  cooperation  exists  with  authorities 
in  Canada  and  Mexico,  Notices  of  U.S.  counterfeits  in  circulation 
are  regularly  furnished  to  finance  officers  and  employees  of  our  De- 
fense establishments  overseas  with  whom  the  Secret  Service  maintains 
excellent  liaison.  Close  contact  is  also  maintained  with  State  Depart- 
ment representatives  throughout  the  world  on  counterfeiting  and  pro- 
tective matters.  Liaison  with  nations  in  the  Far  East  is  handled 
through  the  office  in  Hawaii  and  with  nations  in  Europe,  the  Middle 
East,  and  Africa  from  the  Paris  office. 

Secret  Service  responsibility  extends  to  the  counterfeiting  in  the 
United  States  of  money  of  other  countries.  During  fiscal  1965,  the 
Service  seized  1,897  pieces  of  counterfeit  foreign  currency  in  this 
country. 

The  following  table  summarizes  receipts  of  counterfeit  money  during 
the  fiscal  years  1964  and  1965. 

Counterfeit  money  received,  fiscal  years  1964  o,i^d  1965 


Receipts  of  counterfeit  currency  and  coins 

1964 

1965 

Percentage 
increase,  or 
decrease  (— ) 

Counterfeit  money  received  in  the  United  States: 

Loss  to  the  public        _         _                             _         . 

.$530,  434. 45 
7,  222,  015. 78 

$846,  213.  30 
2,  517,  596.  27 

69.5 

Seized  before  circulation     _  . 

—65.2 

Total 

7,  752, 450.  23 

3,  363.  809.  57 

-56.6 

Counterfeit  U.S.  currencyreceived  in  foreign  countries 

157,  740 

951,  595 

503.3 

Pieces  of  counterfeit  currency  of  other  nations  received  in  the 
United  States 

246,  010 

1,897 

-99.0 

Although  there  has  been  a  slight  decline  in  the  number  of  forged 
Government  checks  received,  this  continues  to  be  a  major  problem. 
During  the  past  fiscal  year,  39,399  cases  involving  a  face  amount  of 
$3,967,777.04  were  investigated.  A  total  of  2,720  persons  were  arrested 
for  check  forgery  in  1965. 

In  fiscal  1965,  5,586  cases  involving  the  forgery  of  U.S.  savings 
bonds  with  a  face  amoimt  of  $605,980.93  were  investigated ;  arrests  for 
bond  forgery  offenses  totaled  69. 

The  decline  in  the  number  of  check  and  bond  forgery  cases  may  be 
attributable  to  improved  investigative  techniques  as  well  as  a  continued 
healthy  economic  climate.  It  is  significant  that  the  decrease  in  these 
cases  occurred  despite  a  continuing  increase  in  the  number  of  checks 
issued  and  a  general  rise  in  criminal  activity. 

The  following  are  representative  of  the  cases  involving  large  scale 
multiple  forgers  of  checks  and  bonds. 
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In  August  1964  a  man  was  arrested  for  forging  about  130  U.S.  Treas- 
ury checks  at  various  places  in  Pennsylvania,  Ohio,  Virginia,  New 
York,  Connecticut,  and  Delaware.  In  1959  he  had  been  released  from 
a  penitentiary  where  he  had  been  incarcerated  for  previous  counterfeit- 
ing offenses.  He  estimated  that  he  had  forged  and  negotiated  from 
$75,000  to  $100,000  worth  of  various  types  of  negotiable  instruments 
since  1959.   He  was  sentenced  for  15  years. 

Four  persons  who  stole  and  forged  approximately  TO  U.S.  Treasury 
checks  in  Florida  during  1964  have  been  convicted. 

A  husband  and  wife  team  stole  and  forged  more  than  60  checks  dur- 
ing 1964  throughout  the  New  England  States.  Both  have  been  sen- 
tenced. The  successful  investigation  and  prosecution  in  this  case  was 
at  least  partially  due  to  use  of  the  ninhydrin  identification  process, 
now  widely  used  in  the  Service. 

During  1965  a  man  was  arrested  in  California  while  attempting  to 
redeem  156  U.S.  savings  bonds.  At  the  time  he  was  free  on  bond 
awaiting  sentence  for  the  forgery  of  a  stolen  U.S.  Treasury  check. 

During  this  fiscal  year,  two  men  were  arrested  in  Florida  for  forg- 
ing 361  savings  bonds,  which  had  been  received  from  a  "fence"  in 
New  York  and  Miami,  Fla.  Wlien  arrested  one  of  them  was 
administering  narcotics  to  himself. 

Gold  Reserve  Act  violations  required  a  great  deal  of  investigative 
time,  with  137  cases  handled  during  the  year.  Such  cases  are  usually 
complex  and  time  consuming.  Conferences  were  held  with  the  Cus- 
toms Agency  Service  and  the  Office  of  Domestic  Gold  and  Silver 
Operations  to  effect  closer  coordination  in  the  handling  of  gold  cases. 

The  following  tables  show  the  number  of  criminal  and  noncriminal 
investigations  completed  and  arrests  made  by  the  Secret  Service  in 
fiscal  years  1964  and  1965. 


Criminal  and  noncriminal  cases  investigated,  fiscal  years  1964  o,nd  1965 


Cases  investigated 


1964 


1965 


Percentage 
increase,  or 
decrease  (— ) 


Counterfeiting 

Forged  Government  cliecks 
Forged  Government  bonds. 

Miscellaneous  criminal 

Miscellaneous  noncriminal. 

Total 


12, 166 

41,236 

5,795 

2,217 
10,  601 


72, 015 


16,213 

39, 399 

5,586 

2,903 

13, 542 


77,643 


33.3 
-4.5 
-3.6 
30.9 
27.7 

7.8 


Number  oj  arrests,  fiscal  years 

1964  and  1965 

0  flenses 

1964 

1965 

Percentage 
increase,  or 
decrease  (— ) 

Counterfeiting 

737 

3,192 

74 

171 

723 

2,720 

69 

249 

-1.9 

Forged  Govprnment  chpclrs  . . 

-14.8 

Forged  or  Stolen  bonds .  .. 

-6.8 

Miscellaneous 

45.6 

Total 

4,174 

3,761 

-9.9 

782-556—66- 


-11 
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Cases  of  all  types  investigated  by  the  Service  during  fiscal  1965 
totaled  77,643,  while  3,761  persons  were  arrested. 

Offenses  investigated  by  the  Secret  Service  resulted  in  the  conviction 
of  3,182  persons,  97.5  percent  of  the  cases  brought  to  trial  during  the 
year. 

The  trends  in  crimes  over  which  this  Service  has  jurisdiction  remain 
generally  consistent  with  nationwide  trends  in  other  crimes. 

Cooperation  with  State,  county,  local  authorities,  and  industry 

The  Secret  Service  has  a  fine  record  built  up  over  many  decades  of 
cooperation  and  coordination  with  all  local  and  Federal  authorities. 
During  the  current  fiscal  year,  special  emphasis  was  given  to  main- 
taining and  improving  this  record,  with  particular  attention  to  protec- 
tive activities.  The  Service  continued  the  program  developed  over 
many  years  of  fostering  close  cooperation  with  all  segments  of 
industry  which  are  concerned  with  the  laws  enforced  by  the  Service. 
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Public  Debt  Operations,  Calls  of  Guaranteed  Securities, 
Regulations,  and  Legislation 

Treasury  Notes  and  Treasury  Bonds  Offered  and  Allotted 

Exhibit  1. — Treasury  notes 

Two  Treasury  circulars,  one  containing  an  exchange  offering  and  the  otlier 
containing  a  cash  offering,  are  reproduced  in  this  exhibit.  Circulars  pertaining 
to  the  other  note  offerings  during  the  fiscal  year  1965  are  similar  in  form  and 
therefore  are  not  reproduced  in  this  report.  However,  the  essential  details  for 
each  offering  are  summarized  in  the  first  table  following  the  circulars  and  the 
final  allotments  of  the  new  notes  are  shown  in  the  second  table. 

DEPARTMENT  CIRCULAR  NO.  1-65.     PUBLIC  DEBT 

Treasury  Department, 
Washington,  January  28, 1965. 

I.    OFFERING   OF    NOTES 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 
Liberty  Bond  Act,  as  amended,  offers  $2,170,000,000,  or  thereabouts,  of  notes  of 
the  United  States,  designated  4  percent  Treasury  notes  of  Series  E-1966,  at 
99.85  percent  of  their  face  value  and  accrued  interest.  The  2%  percent  Treas- 
ury bonds  of  1965,  maturing  February  15,  1965,  will  be  accepted  at  par  in 
payment  or  exchange,  in  whole  or  in  part,  to  the  extent  subscriptions  are  al- 
lotted by  the  Treasury,  The  books  will  be  open  only  on  February  1,  1965,  for 
the  receipt  of  subscriptions. 

n.   DESCRIPTION    OF   NOTES 

1.  The  notes  will  be  dated  February  15,  1965,  and  will  bear  interest  from  that 
date  at  the  rate  of  4  percent  per  annum,  payable  on  a  semiannual  basis  on 
May  15  and  November  15,  1965,  and  on  May  15  and  November  15,  1966.  They 
will  mature  November  15,  1966,  and  will  not  be  subject  to  call  for  redemption 
prior  to  maturity. 

2.  The  income  derived  from  the  notes  is  subject  to  all  taxes  imposed  under 
the  Internal  Revenue  Code  of  1954.  The  notes  are  subject  to  estate,  inherit- 
ance, gift,  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt 
from  all  taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof 
by  any  State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local 
taxing  authority. 

3.  The  notes  will  be  acceptable  to  secure  deposits  of  public  moneys.  They 
will  not  be  acceptable  in  payment  of  taxes. 

4.  Bearer  notes  with  interest  coupons  attached,  and  notes  registered  as  to 
principal  and  interest,  will  be  issued  in  denominations  of  $1,000,  $5,000,  $10,000, 
$100,000,  $1,000,000,  $100,000,000,  and  $500,000,000.  Provision  will  be  made  for 
the  interchange  of  notes  of  different  denominations  and  of  coupon  and  reg- 
istered notes,  and  for  the  transfer  of  registered  notes,  under  rules  and  regulations 
prescribed  by  the  Secretary  of  the  Treasury. 

5.  The  notes  will  be  subject  to  the  general  regulations  of  the  Treasury  De- 
partment, now  or  hereafter  prescribed,  governing  United  States  notes. 

III.    SUBSCRIPTION    AND   ALLOTMENT 

1.  Subscriptions  accepting  the  offer  made  by  this  circular  will  be  received  at 
the  Federal  Reserve  banks  and  branches  and  at  the  Oflice  of  the  Treasurer 
of  the   United   States,   Washington,   D.C.,   20220.     Only   the   Federal   Reserve 
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banks  and  the  Treasury  Department  are  authorized  to  act  as  official  agencies. 
Commercial  banks,  which  for  this  puriwse  are  defined  as  banks  accepting  de- 
mand deposits,  may  submit  subscriptions  for  account  of  customers  provided  the 
names  of  the  customers  are  set  forth  in  such  subscriptions.  Others  than  com- 
mercial banks  will  not  be  permitted  to  enter  subsci'iptions  except  for  their  own 
account.  Subscriptions  from  commercial  banks  for  their  own  account  will  be 
restricted  in  each  case  to  an  amount  not  exceeding  50  percent  of  the  combined 
capital  (not  including  capital  notes  or  debentures),  surplus  and  undivided  profits 
of  the  subscribing  bank.  Subscriptions  will  be  received  without  deposit  from 
banking  institutions  for  their  own  account,  federally-insured  savings  and  loan 
associations,  States,  political  subdivisions,  or  instrumentalities  thereof,  public 
pension  and  retirement  and  other  public  funds,  international  organizations  in 
which  the  United  States  holds  membership,  foreign  central  banks  and  foreign 
States,  dealers  who  make  primary  markets  in  Government  securities  and  report 
daily  to  the  Federal  Reserve  Bank  of  New  York  their  positions  with  respect  to 
Government  securities  and  borrowings  thereon.  Federal  Reserve  banlvs  and 
Government  investment  accounts.  Subscriptions  from  all  others  must  be  ac- 
companied by  payment  (in  cash  or  in  Treasury  bonds  of  1965,  maturing  Febru- 
ary 15,  1965,  which  will  be  accepted  at  par)  of  2  percent  of  the  amount  of  notes 
applied  for,  not  subject  to  withdrawal  until  after  allotment.  Registered  bonds 
submitted  as  deposits  should  be  assigned  as  provided  in  section  V  hereof. 
Following  allotment,  any  portion  of  the  2  percent  payment  in  excess  of  2  percent 
of  the  amount  of  notes  allotted  may  be  released  upon  the  request  of  the 
subscribers. 

2.  All  subscribers  requesting  registered  notes  will  be  required  to  furnish 
appropriate  identifying  numbers  as  required  on  tax  returns  and  other  documents 
submitted  to  the  Internal  Revenue  Service,  i.e.,  an  individual's  social  security 
number  or  an  employer  identification  number. 

3.  All  subscribers  are  required  to  agree  not  to  purchase  or  to  sell,  or  to  make 
any  agreements  with  respect  to  the  purchase  or  sale  or  other  disposition  of 
any  notes  of  this  issue  at  a  specific  rate  or  price,  until  after  midnight  February 
1,  1965. 

4.  Commercial  banks  in  submitting  subscriptions  will  be  required  to  certify 
that  they  have  no  beneficial  interest  in  any  of  the  subscriptions  they  enter  for 
the  account  of  their  customers,  and  tliat  their  customers  have  no  beneficial 
interest  in  the  banks'  subscriptions  for  their  own  account. 

5.  Under  the  Second  Liberty  Bond  Act,  as  amended,  the  Secretary  of  the 
Treasury  has  the  authority  to  reject  or  reduce  any  subscription,  to  allot  less 
than  the  amount  of  notes  applied  for,  and  to  make  different  percentage  allot- 
ments to  various  classes  of  subscribers  when  he  deems  it  to  be  in  the  public 
interest;  and  any  action  he  may  take  in  these  respects  shall  be  final.  Subject 
to  the  exercise  of  that  authority,  subscriptions  will  be  allotted  (1)  in  full  for 
any  State,  political  subdivision  or  instrumentality  thereof,  public  pension  and 
retirement  and  other  public  fund,  international  organization  in  which  the 
United  States  holds  membership,  foreign  central  bank  and  foreign  State, 
Federal  Reserve  bank,  or  Government  investment  account  that  certifies  in  writ- 
ing that  at  4  p.m.,  eastern  standard  time,  January  27,  1965,  it  owned  or  had 
contracted  to  purchase  for  value  2%  percent  Treasury  bonds  of  1965  in  an 
amount  equal  to  or  greater  than  the  amount  of  its  subscription  (if  the  certifica- 
tion is  not  made,  none  of  such  subscriber's  subscription  shall  be  subject  to  a 
preferred  full  allotment)  and  (2)  for  all  others  as  publicly  announced.  Allot- 
ment notices  will  be  sent  out  promptly  upon  allotment. 

IV.    PAYMENT 

1.  Payment  at  99.85  percent  of  their  face  value  and  accrued  interest,  if  any, 
for  notes  allotted  hereunder  must  be  made  or  completed  on  or  before  February  15. 
1965,  or  on  later  allotment.  Payment  will  not  be  deemed  to  have  been  completed 
where  registered  notes  are  requested  if  the  appropriate  identifying  number,  as 
required  by  paragraph  2  of  section  III  hereof,  has  not  been  furnished ;  provided, 
however,  if  a  subscriber  has  applied  for  but  is  unable  to  furnish  the  identifying 
number  by  the  payment  date  only  because  it  has  not  been  issued,  he  may  elect 
to  receive,  pending  the  furnishing  of  the  identifying  number,  interim  receipts  and 
in  this  case  payment  will  be  deemed  to  have  been  completed.  In  every  case 
where  full  payment  is  not  completed,  the  payment  with  application  up  to  2  per- 
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cent  of  the  amount  of  notes  allotted  shall,  upon  declaration  made  by  the  Secre- 
tary of  the  Treasury  in  his  discretion,  be  forfeited  to  the  United  States.  Pay- 
ment may  be  made  for  any  notes  allotted  hereunder  in  cash  or  by  exchange  of 
2%  percent  Treasury  bonds  of  1965,  which  will  be  accepted  at  par.  A  cash 
adjustment  will  be  made  for  the  difference  ($1.50  per  $1,000)  between  the  par 
value  of  maturing  bonds  accepted  in  exchange  and  the  issue  price  of  the  notes. 
The  payment  will  be  made  in  the  case  of  bearer  bonds  following  their  acceptance 
and  in  the  case  of  registered  bonds  following  discharge  of  registration.  In 
the  case  of  registered  bonds,  the  payment  will  be  made  by  check  drawn  in 
accordance  with  the  assignments  on  the  bonds  surrendered  or  by  credit  in  any 
account  maintained  by  a  banking  institution  with  the  Federal  Reserve  bank 
of  its  district.  Where  payment  is  made  with  bonds  in  bearer  form,  coupons 
dated  February  15,  1965,  should  be  detached  and  cashed  when  due.  In  the  case 
of  registered  bonds,  the  final  interest  due  on  February  15,  1965,  will  be  paid  by 
issue  of  interest  checks  in  regular  course  to  holders  of  record  on  January  15, 
1965,  the  date  the  transfer  books  closed. 

V.   ASSIGNMENT   OF   REGISTEatED   BONDS 

1.  Treasury  bonds  of  1965  in  registered  form  tendered  as  deposits  and  in  pay- 
ment for  notes  allotted  hereunder  should  be  assigned  by  the  registered  payees 
or  assignees  thereof,  in  accordance  with  the  general  regulations  of  the  Treasury 
Department,  in  one  of  the  forms  hereafter  set  forth.  Bonds  tendered  in  pay- 
ment should  be  surrendered  to  a  Federal  Reserve  bank  or  branch  or  to  the 
Office  of  the  Treasurer  of  the  United  States,  Washington,  D.C.,  20220.  The 
bonds  must  be  delivered  at  the  expense  and  risk  of  the  holder.  If  the  notes  are 
desired  registered  in  the  same  name  as  the  bonds  surrendered,  the  assignment 
should  be  to  "The  Secretary  of  the  Treasury  for  4  percent  Treasury  Notes  of 
Series  E-1966" ;  if  the  notes  are  desired  registered  in  another  name,  the  assign- 
ment should  be  to  "The  Secretary  of  the  Treasury  for  4  percent  Treasury  Notes 

of  Series  E-1966  in  the  name  of " ;  if  notes  in  coupon 

form  are  desired,  the  assignment  should  be  to  "The  Secretary  of  the  Treasury 
for  4  percent  Treasury  Notes  of  Series  E-1966  in  coupon  form  to  be  delivered 
to " 

VI.    GENERAL   PROVISIONS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  authorized 
and  requested  to  receive  subscriptions,  to  make  such  allotments  as  may  be  pre- 
scribed by  the  Secretary  of  the  Treasury,  to  issue  such  notices  as  may  be 
necessary,  to  receive  payment  for  and  make  delivery  of  notes  on  full-paid 
subscriptions  allotted,  and  they  may  issue  interim  receipts  pending  delivery 
of  the  definitive  notes. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time, 
prescribe  supplemental  or  amendatory  rules  and  regulations  governing  the 
offering,  which  will  be  communicated  promptly  to  the  Federal  Reserve  banks. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


DEPARTMENT  CIRCULAR  NO.  2-65.     PUBLIC  DEBT 

Treasury  Department, 
Washington,  April  29,  1965. 

I.    OFFERING   OF   NOTES 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 

Liberty  Bond  Act,  as  amended,  offers  notes  of  the  United  States,  designated 

4  percent  Treasury  notes  of  Series  A-1966,  at  99.85  percent  of  their  face  value 

and  accrued  interest,  in  exchange  for  the  following  notes  maturing  May  15,  1965 : 

4%  percent  Treasury  notes  of  Series  A-1965 ;  or 

3%  percent  Treasury  notes  of  Series  0-1965. 
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A  cash  payment  will  be  due  from  subscribers  as  set  forth  in  section  IV  hereof. 
The  amount  of  this  offering  will  be  limited  to  the  amount  of  eligible  notes  ten- 
dered in  exchange.  The  books  will  be  open  only  on  May  3  through  May  5,  1965, 
for  the  receipt  of  subscriptions. 

2.  In  addition,  holders  of  the  notes  enumerated  in  paragraph  1  of  this  section 
are  offered  the  privilege  of  exchanging  all  or  any  part  of  such  notes  for  414 
percent  Treasury  bonds  of  1974,  which  offering  is  set  forth  in  Department 
Circular,  Public  Debt  Series — No.  3-65,  issued  simultaneously  with  this  circular. 

n.   DESCRIPTION   OF   NOTES 

1.  The  notes  now  offered  will  be  identical  in  all  respects  with  the  4  percent 
Treasury  notes  of  Series  A-1966  issued  pursuant  to  Department  Circulars, 
Public  Debt  Series— Nos.  3-62  and  4-64,  dated  February  5,  1962,  and  January  31, 
1964,  respectively,  except  that  interest  will  accrue  from  May  15,  1965.  With 
this  exception  the  notes  are  described  in  the  following  quotation  from  De- 
partment Circular  No.  3-62 : 

"1.  The  notes  will  be  dated  February  15,  1962,  and  will  bear  interest  from 
that  date  at  the  rate  of  4  percent  per  annum,  payable  semiannually  on  August 
15,  1962,  and  thereafter  on  February  15  and  August  15  in  each  year  until  the 
principal  amount  becomes  payable.  They  will  mature  August  15,  1966,  and 
will  not  be  subject  to  call  for  redemption  prior  to  maturity. 

"2.  The  income  derived  from  the  notes  is  subject  to  all  taxes  imposed  under 
the  Internal  Revenue  Code  of  1954.  The  notes  are  subject  to  estate,  inheritance, 
gift,  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from  all 
taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof  by  any 
State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing 
authority. 

"3.  The  notes  will  be  acceptable  to  secure  deposits  of  public  moneys.  They 
will  not  be  acceptable  in  payment  of  taxes. 

"4.  Bearer  notes  with  interest  coupons  attached,  and  notes  registered  as  to 
principal  and  interest,  will  be  issued  in  denominations  of  $1,000,  $5,000,  $10,000, 
$100,000,  $1,000,000,  $100,000,000,  and  $500,000,000.  Provision  will  be  made  for 
the  interchange  of  notes  of  different  denominations  and  of  coupon  and  registered 
notes,  and  for  the  transfer  of  registered  notes,  under  rules  and  regulations 
prescribed  by  the  Secretary  of  the  Treasury. 

"5.  The  notes  will  be  subject  to  the  general  regulations  of  the  Treasury  De- 
partment, now  or  hereafter  prescribed,  governing  United  States  notes." 

III.    SUBSCRIPTION    AND  ALLOTMENT 

1.  Subscriptions  accepting  the  offer  made  by  this  circular  will  be  received  at 
the  Federal  Reserve  banks  and  branches  and  at  the  Office  of  the  Treasurer  of 
the  United  States,  Washington,  D.C.,  20220.  Banking  institutions  generally  may 
submit  subscriptions  for  account  of  customers,  but  only  the  Federal  Reserve 
banks  and  the  Treasury  Department  are  authorized  to  act  as  official  agencies. 

2.  All  subscribers  requesting  registered  notes  will  be  required  to  furnish  ap- 
propriate identifying  numbers  as  required  on  tax  returns  and  other  documents 
submitted  to  the  Internal  Revenue  Service,  i.e.,  an  individual's  social  security 
number  or  an  employer  identification  number. 

3.  Under  the  Second  Liberty  Bond  Act,  as  amended,  the  Secretary  of  the 
Treasury  has  the  authority  to  reject  or  reduce  any  subscription,  and  to  allot 
less  than  the  amount  of  notes  applied  for  when  he  deems  it  to  be  in  the  public 
interest ;  and  any  action  he  may  take  in  these  respects  shall  be  final.  Subject 
to  the  exercise  of  that  authority,  all  subscriptions  will  be  allotted  in  full. 

IV.   PAYMENT 

1.  Payment  for  the  face  amount  of  notes  allotted  hereunder  together  with  a 
cash  payment  of  $8.33425  per  $1,000  (the  difference  between  $9.83425  per  $1,000 
payable  by  the  subscriber  for  accrued  interest  from  February  15  to  May  15, 
1965,  and  $1.50  per  $1,000  payable  to  the  subscriber  on  account  of  the  issue  price, 
of  the  notes  allotted)  must  be  made  on  or  before  May  17,  1965,  or  on  later  allot- 
ment. Payment  for  the  face  amount  of  the  notes  allotted  may  be  made  only  in  a 
like  face  amount  of  notes  of  the  two  issues  enumerated  in  paragraph  1  of  section 
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I  hereof,  which  together  with  the  cash  payment  referred  to  in  the  preceding  sen- 
tence should  accompany  the  subscription.  Payment  will  not  be  deemed  to  have 
been  completed  where  registered  notes  are  requested  if  the  appropriate  identify- 
ing number,  as  required  by  paragraph  2  of  section  III  hereof,  has  not  been  fur- 
nished ;  provided,  however,  if  a  subscriber  has  applied  for  but  is  unable  to  fur- 
nish the  identifying  number  by  the  payment  date  only  because  it  has  not  been 
issued,  he  may  elect  to  receive,  pending  the  furnishing  of  the  identifying  number, 
interim  receipts  and  in  tnis  case  payment  will  be  deemed  to  have  been  completed. 
When  payment  is  made  with  notes  in  bearer  form,  coupons  dated  May  15,  1965, 
should  be  detached  and  cashed  when  due.  When  payment  is  made  with  registered 
notes,  the  final  interest  due  on  May  15,  1965,  will  be  paid  by  issue  of  interest 
checks  in  regular  course  to  holders  of  record  on  April  15,  1965,  the  date  the 
transfer  books  closed. 

V.   ASSIGNMENT   OF   REGISTERED    NOTES 

1.  Treasury  notes  of  Series  A-1965  and  Series  C-1965  in  registered  form 
tendered  in  payment  for  notes  offered  hereunder  should  be  assigned  by  the 
registered  payees  or  assignees  thereof,  in  accordance  with  the  general  regula- 
tions of  the  Treasury  Department  governing  assignments  for  transfer  or  exchange, 
in  one  of  the  forms  hereafter  set  forth,  and  thereafter  should  be  surrendered 
with  the  subscription  to  a  Federal  Reserve  bank  or  branch  or  to  the  Office  of  the 
Treasurer  of  the  United  States,  Washington,  D.C.,  20220.  The  maturing  notes 
must  be  delivered  at  the  expense  and  risk  of  the  holder.  If  the  new  notes  are 
desired  registered  in  the  same  name  as  the  notes  surrendered,  the  assignment 
should  be  to  "The  Secretary  of  the  Treasury  for  exchange  for  4  percent  Treasury 
Notes  of  Series  A-1966"  ;  if  the  new  notes  are  desired  registered  in  another  name, 
the  assignment  should  be  to  "The  Secretary  of  the  Treasury  for  exchange  for  4 

percent  Treasury  notes  of  Series  A-1966  in  the  name  of " ;  if 

new  notes  in  coupon  form  are  desired,  the  assignment  should  be  to  "The  Secretary 
of  the  Treasury  for  exchange  for  4  percent  Treasury  notes  of  Series  A-1966  in 
coupon  form  to  be  delivered  to " 

VI.    GENERAL   PROVISIONS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  authorized 
and  requested  to  receive  subscriptions,  to  make  such  allotments  as  may  be  pre- 
scribed by  the  Secretary  of  the  Treasury,  to  issue  such  notices  as  may  be  neces- 
sary, to  receive  payment  for  and  make  delivery  of  notes  on  full-paid  subscriptions 
allotted,  and  they  may  issue  interim  receipts  pending  delivery  of  the  definitive 
notes. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time, 
prescribe  supplemental  or  amendatory  rules  and  regulations  governing  the  offer- 
ing, which  will  be  communicated  promptly  to  the  Federal  Reserve  banks. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 
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Exhibit  2. — Treasury  bonds 

Two  Treasury  circulars,  one  containing  an  exchange  offering  fo.r  maturing 
issues  and  the  other  containing  an  advance  refunding  exchange  offering,  are 
reproduced  in  this  exhibit.  Circulars  pertaining  to  the  other  bond  offerings 
during  the  fiscal  year  1965  are  similar  in  form  and  therefore  are  not  reproduced 
in  this  report.  However,  the  essential  details  for  each  offering  are  summarized 
in  the  first  table  following  the  circulars  and  the  final  allotments  of  the  new 
bonds  are  shown  in  the  second  table. 

DEPARTMENT  CIRCULAR  NO.  10-64.     PUBLIC  DEBT 

Treasury  Department, 
Washington,  July  9,  1964. 

I.    OFFERING   OF   BONDS 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 
Liberty  Bond  Act,  as  amended,  invites  subscriptions  from  the  people  of  the 
United  States  for  bonds  of  the  United  States,  designated  4%  percent  Treasury 
bonds  of  1987-92 : 

(1)  at  100.10  percent  of  their  face  value  in  exchange  for  3%  percent  Treasury 
notes  of  Series  E-1964,  dated  August  1,  1961,  due  August  15,  1964 ; 

(2)  at  99.95  percent  of  their  face  value  in  exchange  for  5  percent  Treasury 
notes  of  Series  B-1964,  dated  October  15,  1959,  due  August  15,  1964 ; 

(3)  at  99.95  percent  of  their  face  value  in  exchange  for  S%  percent  Treasury 
notes  of  Series  F-1964,  dated  August  15,  1963,  due  November  15,  1964 ; 

(i)  at  99.60  percent  of  their  face  value  in  exchange  for  4%  percent  Treasury 
notes  of  Series  C-1964,  dated  February  15,  1960,  due  November  15,  1964 ; 

(5)  at  99.90  percent  of  their  face  value  in  exchange  for  3%  percent  Treasury 
notes  of  Series  C-1965,  dated  November  15,  1963,  due  May  15,  1965; 

(6)  at  100.30  percent  of  their  face  value  in  exchange  for  3%  percent  Treasury 
notes  of  Series  B-1966,  dated  May  15,  1962,  due  February  15,  1966 ; 

(7)  at  100.15  percent  of  their  face  value  in  exchange  for  3%  percent  Treasury 
bonds  of  1966,  dated  November  15,  1960.  due  May  15,  1966 ; 

(8)  at  99.75  percent  of  their  face  value  in  exchange  for  4  percent  Treasury 
notes  of  Series  A-1966,  dated  February  15,  1962,  due  August  15,  1966 ;  or 

(9)  at  100.70  percent  of  their  face  value  in  exchange  for  3%  percent  Treasury 
notes  of  Series  B-1967,  dated  March  15,  1963,  due  February  15,  1967. 

Interest  adjustments  as  of  July  22,  1964,  and  the  cash  payments  on  account  of 
the  issue  prices  of  the  new  bonds  will  be  made  as  set  forth  in  section  IV  hereof. 
The  amount  of  the  offering  under  this  circular  will  be  limited  to  the  amount  of 
eligible  securities  tendered  in  exchange  and  accepted.  Delivery  of  the  new  bonds 
will  be  made  on  July  24,  1964.  The  books  will  be  open  only  on  July  13  through 
July  16,  1964,  for  the  receipt  of  subscriptions  for  this  issue. 

2.  In  addition  to  the  offering  under  this  circular,  holders  of  securities  of  the 
issues  enumerated  in  paragraph  1  of  this  section  are  olTered  the  privilege  of 
exchanging  all  or  any  part  of  such  securities  for  4  percent  Treasury  bonds  of 
1969  (Oct.),  or  4%  percent  Treasury  bonds  of  1973,  which  offerings  are  set 
forth  in  Department  Circulars,  Public  Debt  Series  Nos.  8-64  and  &-64,  respec- 
tively, issued  simultaneously  with  this  circular. 

3.  Nonrecognition  of  gain  or  loss  fo^r  Federal  income  tax  purposes} — Pur- 
suant to  the  provisions  of  section  1037(a)  of  the  Internal  Revenue  Code  of 
1954  as  added  by  Public  Law  86-346  (approved  September  22,  1959),  the  Secre- 
tary of  the  Treasury  hereby  declares  that  no  gain  or  loss  shall  be  recognized  for 
Federal  income  tax  purposes  upon  the  exchange  with  the  United  States  of  the 

3"/^  percent  Treasury  notes  of  Series  C-1965, 

3%  percent  Treasury  notes  of  Series  B-1966, 

3%  percent  Treasury  bonds  of  1966, 

4  percent  Treasury  notes  of  Series  A-1966,  or 

3%  percent  Treasury  notes  of  Series  B-1967, 
solely  for  the  4%  percent  Treasury  bonds  of  1987-92.     Section  1031(b)   of  the 
Code,  however,  requires  recognition  of  any  gain  realized  on  the  exchange  to  the 


^  Gain  or  loss,  if  any,  upon  the  exchange  of  the  securities  of  the  first  four  issues  listed 
in  paragraph  1  of  this  section,  must  be  fully  recognized  uoder  the  Code. 
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extent  that  money  is  received  by  tlie  security  holder  in  connection  with  the 
exchange.  To  the  extent  not  recognized  at  the  time  of  the  exchange,  gain  or 
loss,  if  any,  upon  the  obligations  surrendered  in  exchange  will  be  taken  into 
account  upon  the  disposition  or  redemption  of  the  new  obligations. 

II.   DESCKIPTION    OF  BONDS 

1.  The  bonds  now  offered  will  be  identical  in  all  respects  with  the  4^4  percent 
Treasury  bonds  of  1987-92  issued  pursuant  to  Department  Circular,  Public  Debt 
Series  No,  14-62,  dated  July  30,  1962,  except  that  interest  will  accrue  from  July 
22,  1964.  With  this  exception  the  bonds  are  described  in  the  following  quotation 
from  Department  Circular  No.  14-62  : 

"1.  The  bonds  will  be  dated  August  15,  1962,  and  will  bear  interest  from  that 
date  at  the  rate  of  414  percent  per  annum  payable  semiannually  on  February  15 
and  August  15  in  each  year  until  the  principal  amount  becomes  payable.  They 
will  mature  August  15,  1992,  but  may  be  redeemed  at  the  option  of  the  United 
States  on  and  after  August  15,  1987,  in  whole  or  in  part,  at  par  and  accrued 
interest,  on  any  interest  day  or  days,  on  4  months'  notice  of  redemption  given 
in  such  manner  as  the  Secretary  of  the  Treasury  shall  prescribe.  In  case  of 
partial  redemption  the  bonds  to  be  redeemed  will  be  determined  by  such  method 
as  may  be  prescribed  by  the  Secretary  of  the  Treasury.  From  the  date  of  re- 
demption designated  in  any  such  notice,  interest  on  the  bonds  called  for  re- 
demption shall  cease. 

"2.  The  income  derived  from  the  bonds  is  subject  to  all  taxes  imposed  under 
the  Internal  Revenue  Code  of  1954.  The  bonds  are  subject  to  estate,  inheritance, 
gift,  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from  all 
taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof  by  any 
State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing 
authority. 

"3.  The  bonds  will  be  acceptable  to  secure  deposits  of  public  moneys. 

"4.  Bearer  bonds  with  interest  coupons  attached,  and  bonds  registered  as  to 
principal  and  interest,  will  be  issued  in  denominations  of  $500,  $1,000,  $5,000, 
$10,000,  $100,000,  and  $1,000,000.  Provision  will  be  made  for  the  interchange  of 
bonds  of  different  denominations  and  of  coupon  and  registered  bonds,  and  for 
the  transfer  of  registered  bonds,  under  rules  and  regulations  prescribed  by  the 
Secretary  of  the  Treasury. 

"5.  Any  bonds  issued  hereunder  which  upon  the  death  of  the  owner  constitute 
part  of  his  estate,  will  be  redeemed  at  the  option  of  the  duly  constituted  repre- 
sentatives of  the  deceased  owner's  estate,  at  par  and  accrued  interest  to  date 
of  payment,^  provided : 

(a)  that  the  bonds  were  actually  owned  by  the  decedent  at  the  time  of  his 
death ;  and 

(b)  that  the  Secretary  of  the  Treasury  be  authorized  to  apply  the  entire  pro- 
ceeds of  redemption  to  the  payment  of  Federal  estate  taxes. 

Registered  bonds  submitted  for  redemption  hereunder  must  be  duly  assigned 
to  'The  Secretary  of  the  Treasury  for  redemption,  the  proceeds  to  be  paid  to  the 

District  Director  of  Internal  Revenue  at for  credit  on  Federal 

estate  taxes  due  from  estate  of '     Owing  to  the  periodic  closing 

of  the  transfer  books  and  the  impossibility  of  stopping  payment  of  interest  to 
the  registered  owner  during  the  closed  period,  registered  bonds  received  after 
the  closing  of  the  books  for  payment  during  such  closed  period  will  be  paid  only 
at  par  with  a  deduction  of  interest  from  the  date  of  payment  to  the  next  interest 
payment  date ;  ^  bonds  received  during  the  closed  period  for  payment  at  a  date 
after  the  books  reopen  will  be  paid  at  par  plus  accrued  interest  from  the  reopening 
of  the  books  to  the  date  of  payment.  In  either  case  checks  for  the  full  six 
months'  interest  due  on  the  last  day  of  the  closed  period  will  be  forwarded  to  the 
owner  in  due  course.  All  bonds  submitted  must  be  accompanied  by  Form  PD 
1782,'  properly  completed,  signed  and  certified,  and  by  proof  of  the  representa- 


1  An  exact  half-year's  interest  is  computed  for  each  full  half-year  period  irrespective  of 
the  actual  number  of  days  in  the  half  year.  For  a  fractional  part  of  any  half  year, 
computation  is  on  the  basis  of  the  actual  number  of  days  in  such  half  year. 

2  The  transfer  books  are  closed  from  January  16  through  February  15,  and  from 
July  16  through  August  15  (both  dates  inclusive)  iu  each  year. 

^'Copies  of  Form  PD  1782  may  be  obtained  from  any  Federal  Reserve  bank  or  from  the 
Treasury  Department,  Washington,  D.C.,  20226. 
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tives'  authority  iu  the  form  of  a  court  certificate  or  a  certified  copy  of  the  repre- 
sentatives' letters  of  appointment  issued  by  the  court.  The  certificate,  or  the 
certification  to  the  letters,  must  be  under  the  seal  of  the  court,  and  except  in 
the  case  of  a  corporate  repi-esentative,  must  contain  a  statement  that  the  appoint- 
ment is  in  full  force  and  be  dated  within  six  months  prior  to  the  submission  of 
the  bonds,  unless  the  certificate  or  letters  show  that  the  appointment  was  made 
within  one  year  immediately  prior  to  such  submission.  Upon  payment  of  the 
bonds  appropriate  memorandum  receipt  will  be  forwarded  to  the  representatives, 
which  will  be  followed  in  due  course  by  formal  receipt  from  the  district  director 
of  Internal  Revenue. 

"6.  The  bonds  will  be  subject  to  the  general  regulations  of  the  Treasury  De- 
partment, now  or  hereafter  prescribed,  governing  United  States  bonds." 

III.    SUBSCRIPTION   AND   ALLOTMENT 

1.  Subscriptions  will  be  received  at  the  Federal  Reserve  banks  and  branches 
and  at  the  Office  of  the  Treasurer  of  the  United  States,  Washington,  D.C.,  20220. 
Banking  institutions  generally  may  submit  subscriptions  for  account  of  cus- 
tomers, but  only  the  Federal  Reserve  banks  and  the  Treasury  Department  are 
authorized  to  act  as  otficial  agencies. 

2.  All  subscribers  requesting  registered  bonds  will  be  required  to  furnish 
appropriate  identifying  numbers  as  required  on  tax  returns  and  other  documents 
submitted  to  the  Internal  Revenue  Service,  i.e.,  an  individual's  social  security 
number  or  an  employer  identification  number. 

3.  The  Secretary  of  the  Treasury  reserves  the  right  to  reject  or  reduce  any 
subscription,  and  to  allot  less  than  the  amount  of  bonds  applied  for ;  and  any 
action  he  may  take  in  these  respects  shall  be  final.  Subject  to  these  reservations, 
all  subscriptions  will  be  allotted  in  full.  Allotment  notices  will  be  sent  out 
promptly  upon  allotment. 

IV.    PAYMENT 

1.  Payment  for  the  face  amount  of  bonds  allotted  hereunder  must  be  made  on 
or  before  July  24,  1964,  or  on  later  allotment,  and  may  be  made  only  in  a  like  face 
amount  of  securities  of  the  nine  issues  enumerated  in  paragraph  1  of  section  I 
hereof,  which  should  accompany  the  subscription.  Payment  will  not  be  deemed 
to  have  been  completed  where  registered  bonds  are  requested  if  the  appropriate 
identifying  number,  as  required  by  paragraph  2  of  section  III  hereof,  has  not 
been  furnished ;  provided,  however,  if  a  subscriber  has  applied  for  but  is  unable 
to  furnish  the  identifying  number  by  the  payment  date  only  because  it  has  not 
been  issued,  he  may  elect  to  receive,  pending  the  furnishing  of  the  identifying 
number,  interim  receipts  and  in  this  case  payment  will  be  deemed  to  have  been 
completed.  Cash  payments  due  from  subscribers  (paragraphs  2,  4,  5,  6,  7,  8,  and 
10  below)  should  accompany  the  subscription.  Cash  payments  due  to  subcribers 
(paragraphs  3  and  9  below)  will  be  made  in  the  case  of  bearer  securities  following 
their  acceptance  and  in  the  case  of  registered  securities  following  discharge  of 
registration.  In  the  case  of  registered  securities,  the  payment  will  be  made 
by  check  drawn  in  accordance  with  the  assignments  on  the  securities  surrendered 
or  by  credit  in  any  account  maintained  by  a  banking  institution  with  the  Federal 
Reserve  bank  of  its  district. 

2.  3%  percent  notes  of  Series  E-1964. — Coupons  dated  August  15,  1964,  must 
be  attached  to  the  notes  in  bearer  form  when  surrendered.  Accrued  interest 
from  February  15  to  July  22,  1964  ($16.27747  per  $1,000)  will  be  credited, 
accrued  interest  from  February  15  to  July  22,  1964  ($18.44780  per  $1,000)  on  the 
bonds  to  be  issued  plus  the  payment  ($1.00  per  $1,000)  due  the  United  States  on 
account  of  the  issue  price  of  the  bonds  will  be  charged,  and  the  difference 
($3.17033  per  $1,000)  must  be  paid  by  subscribers. 

3.  5  percent  notes  of  Series  B-1964- — Coupons  dated  August  15,  1964,  must  be 
attached  to  the  notes  in  bearer  form  when  surrendered.  Accrued  interest  from 
February  15  to  July  22,  1964  ($21.70330  per  $1,000)  plus  the  payment  ($0.50 
per  $1,000)  due  to  the  subscriber  on  account  of  the  issue  price  of  the  bonds  will 
be  credited,  accrued  interest  from  February  15  to  July  22,  1964  ($18.44780  per 
$1,000)  on  the  bonds  to  be  issued  will  be  charged,  and  the  difference  ($3.75550 
per  $1,000)   will  be  paid  to  subscribers. 

3%  percent  notes  of  Series  F-1964. — Coupons  dated  November  15,  1964, 
must  be  attached  to  the  notes   in  bearer  form  when  surrendered.     Accrued 
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interest  from  May  15  to  July  22,  1964  ($6.92935  per  $1,000)  plus  the  payment 
($0.50  per  $1,000)  clue  to  the  subscriber  on  account  of  the  issue  price  of  the 
bonds  will  be  credited,  accrued  interest  from  February  15  to  July  22,  1964 
($18.44780  per  $1,000)  on  the  bonds  to  be  issued  will  be  charged,  and  the  differ- 
ence ($11.01845  per  $1,000)  must  be  paid  by  subscribers. 

5.  4Vs  percent  notes  of  Series  C-19GJf. — Coupons  dated  November  15,  1964, 
must  be  attached  to  the  notes  in  bearer  form  when  surrendered.  Accrued 
interest  from  May  15  to  July  22,  1964  ($9.00815  per  $1,000)  plus  the  payment 
($4.00  per  $1,000)  due  to  the  subscriber  on  account  of  the  issue  price  of  the  bonds 
will  be  credited,  accrued  interest  from  February  15,  to  July  22,  1964  ($18.44780 
per  $1,000)  on  the  bonds  to  be  issued  will  be  charged,  and  the  difference 
($5.43965  per  $1,000)  must  be  paid  by  subscribers. 

6.  3'/s  percent  notes  of  Series  C-1965. — Coupons  dated  November  15,  1964,  and 
May  15,  1965,  must  be  attached  to  the  notes  in  bearer  form  when  surrendered. 
Accrued  interest  from  May  15  to  July  22,  1964  ($7.16033  per  $1,000)  plus  the 
payment  ($1.00  per  $1,000)  due  to  the  subscriber  on  account  of  the  issue  price 
of  the  bonds  will  be  credited,  accrued  interest  from  February  15  to  July  22, 
1964  ($18.44780  per  $1,000)  on  the  bonds  to  be  issued  will  be  charged,  and  the 
difference  ($10.28747  per  $1,000)  must  be  paid  by  subscribers. 

7.  3%  percent  notes  of  Series  B-1966. — Coupons  dated  August  15,  1964,  and  all 
subsequent  coupons,  must  be  attached  to  the  notes  in  bearer  form  when  sur- 
rendered. Accrued  interest  from  February  15  to  July  22,  1964  ($15.73489  per 
$1,000)   will  be  credited,  accrued  interest  from  February  15  to  July  22,  1964 

($18.44780  per  $1,000)  on  the  bonds  to  be  issued  plus  the  payment  ($3.00  per 
$1,000)  due  the  United  States  on  account  of  the  issue  price  of  the  bonds  will 
be  charged,  and  the  difference  ($5.71291  per  $1,000)  must  be  paid  by  subscribers. 

8.  3%  percent  bonds  of  1966. — Coupons  dated  November  15,  1964,  and  all  sub- 
sequent coupons  must  be  attached  to  the  bonds  in  bearer  form  when  surrendered. 
Accrued  interest  from  May  15  to  July  22,  1964  ($6.92935  per  $1,000)  will  be 
credited,  accrued  interest  from  February  15  to  July  22,  1904  ($18.44780  per 
$1,000)  on  the  bonds  to  be  issued  plus  the  payment  ($1.50  per  $1,000)  due  the 
United  States  on  account  of  the  issue  price  of  the  new  bonds  will  be  charged, 
and  the  difference  ($13.01845  per  $1,000)  must  be  paid  by  subscribers. 

9.  Jf  percent  notes  of  Series  A-1966. — Coupons  dated  August  15,  1964,  and  all 
subsequent  coupons,  must  be  attached  to  the  notes  in  bearer  form  when  sur- 
rendered. Accrued  interest  from  February  15  to  July  22,  1964  ($17.36264  per 
$1,000)  plus  the  payment  ($2.50  per  $1,000)  due  to  the  subscriber  on  account  of 
the  issue  price  of  the  bonds  will  be  credited,  accrued  interest  from  February 
15  to  July  22,  1964  ($18.44780  per  $1,000)  on  the  bonds  to  be  issued  will  be 
charged,  and  the  difference  ($1.41484  per  $1,000)  will  be  paid  to  subscribers. 

10.  3%  percent  notes  of  Series  B-1967. — Coupons  dated  August  15,  1964,  and 
all  subsequent  coupons,  must  be  attached  to  the  notes  in  bearer  form  when 
surrendered.  Accrued  interest  from  February  15  to  July  22,  1964  ($15.73489 
per  $1,000)  will  be  credited,  accrued  interest  from  February  15  to  July  22,  1964 
($18.44780  per  $1,000)  on  the  bonds  to  be  issued  plus  the  payment  ($7.00  per 
$1,000)  due  the  United  States  on  account  of  the  issue  price  of  the  bonds  will  be 
charged,  and  the  difference  ($9.71291  per  $1,000)  must  be  paid  by  subscribers. 

V.   ASSIGNMENT  OF  REGISTERED    SECURITIES 

1.  Eligible  Treasury  securities  in  registered  form  tendered  in  payment  for 
bonds  offered  hereunder  should  be  assigned  by  the  registered  payees  or  assignees 
thereof,  in  accordance  with  the  general  regulations  of  the  Treasury  Department 
governing  assignments  for  transfer  or  exchange,  in  one  of  the  forms  hereafter 
set  forth,  and  thereafter  should  be  surrendered  with  the  subscription  to  a 
Federal  Reserve  bank  or  branch  or  to  the  OflBce  of  the  Treasurer  of  the  United 
States,  Washington,  D.C.,  20220.  The  securities  must  be  delivered  at  the  ex- 
pense and  risk  of  the  holder.  If  the  new  bonds  are  desired  registered  in  the 
same  name  as  the  securities  surrendered,  the  assignment  should  be  to  "The 
Secretary  of  the  Treasury  for  exchange  for  4^4  percent  Treasury  bonds  of  1987- 
92" ;  if  the  new  bonds  are  desired  registered  in  another  name,  the  assignment 
should  be  to   "The  Secretary  of  the  Treasury  for  exchange  for  4i/l   percent 

Treasury  Bonds  of  1987-92  in  the  name  of " ;  if  new  bonds 

in  coupon  form  are  desired,  the  assignment  should  be  to  "The  Secretary  of  the 


176   1965  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Treasury  for  exchange  for  4%  percent  Treasury  Bonds  of  1987-92  in  coupon 
form  to  be  delivered  to " 

VI.   GENERAL   PBOVISIGNS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  au- 
thorized and  requested  to  receive  subscriptions,  to  make  allotments  on  the 
basis  and  up  to  the  amounts  indicated  by  the  Secretary  of  the  Treasury  to  the 
Federal  Reserve  banks  of  the  respective  districts,  to  issue  allotment  notices, 
to  receive  payment  for  bonds  allotted,  to  make  delivery  of  bonds  on  full-paid 
subscriptions  allotted,  and  they  may  issue  interim  receipts  pending  delivery  of 
the  definitive  bonds. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time, 
prescribe  supplemental  or  amendatory  rules  and  regulations  governing  the 
ofCering,  which  will  be  communicated  promptly  to  the  Federal  Reserve  banks. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


DEPARTMENT  CIRCULAR  NO.  3-65.     PUBLIC  DEBT 

Treasury  Department, 
Washington,  April  29,  1965. 

I.    OFFERING   OF   BONDS 

1.  The  Secretary  of  the  Treasury,  pursuant  to  the  authority  of  the  Second 
Liberty  Bond  Act,  as  amended,  offers  bonds  of  the  United  States,  designated  4i/4 
percent  Treasury  bonds  of  1974,  at  100.25  percent  of  their  face  value,  in  exchange 
for  the  following  notes  maturing  May  15,  1965: 

4%  percent  Treasury  notes  of  Series  A-1965 :  or 

3%  percent  Treasury  notes  of  Series  C-1965. 
The  amount  of  this  offering  will  be  limited  to  the  amount  of  eligible  notes 
tendered  in  exchange.     The  books  will  be  open  only  on  May  3  through  May  5, 
1965,  for  the  receipt  of  subscriptions. 

2.  In  addition,  holders  of  the  notes  enumerated  in  paragraph  1  of  this  section 
are  offered  the  privilege  of  exchanging  all  or  any  part  of  such  notes  for  4 
percent  Treasury  notes  of  Series  A-1966,  which  offering  is  set  forth  in  Depart- 
ment Circular,  Public  Debt  Series-No.  2-65,  issued  simultaneously  with  this 
circular. 

n.   DESCRIPTION    OF   BONDS 

1.  The  bonds  now  offered  will  be  identical  in  all  respects  with  the  414  percent 
Treasury  bonds  of  1974  issued  pursuant  to  Department  Circular,  Public  Debt 
Series  No.  7-64,  dated  April  30,  1964,  except  that  interest  will  accrue  from 
May  15,  1965.  With  this  exception  the  bonds  are  described  in  the  following 
quotation  from  Department  Circular  No.  7-64 : 

"1.  The  bonds  will  be  dated  May  15,  1964,  and  will  bear  interest  from  that 
date  at  the  rate  of  414  percent  per  annum,  payable  semiannually  on  November 
15,  1964,  and  thereafter  on  May  15  and  November  15  in  each  year  until  the 
principal  amount  becomes  payable.  They  will  mature  May  15,  1974,  and  will 
not  be  subject  to  call  for  redemption  prior  to  maturity. 

"2.  The  income  derived  from  the  bonds  is  subject  to  all  taxes  imposed  under 
the  Internal  Revenue  Code  of  1954.  The  bonds  are  subject  to  estate,  inherit- 
ance, gift,  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from 
all  taxation  now  or  hereafter  imposed  on  the  principal  or  interest  thereof  by 
any  State,  or  any  of  the  possessions  of  the  United  States,  or  by  any  local  taxing 
authority. 

"3.  The  bonds  will  be  acceptable  to  secure  deposits  of  public  moneys. 

"4.  Bearer  bonds  with  interest  coupons  attached,  and  bonds  registered  as  to 
principal  and  interest,  will  be  issued  in  denominations  of  $500,  $1,000,  $5,000, 
$10,000,  $100,000,  and  $1,000,000.  Provision  will  be  made  for  the  interchange  of 
bonds  of  different  denominations  and  of  coupon  and  registered  bonds,  and  for 
the  transfer  of  registered  bonds,  under  rules  and  regulations  prescribed  by  the 
Secretary  of  the  Treasury. 
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"5.  Any  bonds  issued  hereunder  which  are  owned  by  a  decedent  at  the  time 
of  his  death  and  thereupon  constitute  a  part  of  his  estate  will  be  redeemed  at 
par  and  accrued  interest  prior  to  maturity,  provided  the  Secretary  of  the  Treas- 
ury is  authorized  by  the  representative  of  the  estate  to  apply  the  entire  proceeds 
of  redemption  to  payment  of  the  decedents  Federal  estate  taxes. 

"6.  The  bonds  will  be  subject  to  the  general  regulations  of  the  Treasury  De- 
partment, now  or  hereafter  prescribed,  governing  United  States  bonds." 

III.    SUBSCRIPTION   AND   ALLOTMENT 

1.  Subscriptions  accepting  the  offer  made  by  this  circular  will  be  received 
at  the  Federal  Reserve  banks  and  branches  and  at  the  Office  of  the  Treasurer  of 
the  United  States,  Washington,  D.C.,  20220.  Banking  institutions  generally 
may  submit  subscriptions  for  account  of  customers,  but  only  the  Federal  Re- 
serve banks  and  the  Treasury  Department  are  authorized  to  act  as  official 
agencies. 

2.  All  subscribers  requesting  registered  bonds  will  be  required  to  furnish 
appropriate  identifying  num])ers  as  required  on  tax  returns  and  other  documents 
submitted  to  the  Internal  Revenue  Service,  i.e.,  an  individual's  social  security 
number  or  an  employer  identification  number. 

3.  Under  the  Second  Liberty  Bond  Act.  as  amended,  the  Secretary  of  the 
Treasury  has  the  authority  to  reject  or  reduce  any  subscription,  and  to  allot 
less  than  the  amount  of  bonds  applied  for  when  he  deems  it  to  be  in  the  public 
interest ;  and  any  action  he  may  take  in  these  resi>ects  shall  be  final.  Subject 
to  the  exercise  of  that  authority,  all  subscriptions  will  be  allotted  in  full. 

IV.   PAYMENT 

1.  Payment  for  the  face  amount  of  bonds  allotted  hereunder  must  be  made  on 
or  before  May  17,  196.5,  or  on  later  allotment,  and  may  be  made  only  in  a  lite 
face  amount  of  notes  of  the  two  issues  enumerated  in  paragraph  1  of  section 
I  hereof,  which  should  accompany  the  subscription.  A  cash  payment  of  $2.50  per 
$1,000  on  account  of  the  issue  price  of  the  new  bonds  must  be  paid  by  subscribers 
and  should  accompany  the  subscription.  Payment  will  not  be  deemed  to  have 
been  completed  where  registered  bonds  are  requested  if  the  appropriate  identi- 
fying number,  as  required  by  paragraph  2  of  section  III  hereof,  has  not  been 
furnished  ;  provided,  however,  if  a  subscriber  has  applied  for  but  is  unable  to 
furnish  the  identifying  number  by  the  payment  date  only  because  it  has  not 
been  issued,  he  may  elect  to  receive,  pending  the  furnishing  of  the  identifying 
number,  interim  receipts  and  in  this  case  payment  will  be  deemed  to  have  been 
completed.  When  payment  is  made  with  notes  in  bearer  form,  coupons  dated 
May  15,  1965,  should  be  detached  and  cashed  when  due.  When  payment  is 
made  with  registered  notes,  the  final  interest  due  on  May  15,  1965,  will  be  paid 
by  issue  of  interest  checks  in  regular  course  to  holders  of  record  on  April  15, 
1965,  the  date  the  transfer  books  closed. 

v.    ASSIGNMENT   OF   REGISTERED   NOTES 

1.  Treasury  Notes  of  Series  A-1965  and  Series  C-1965  in  registered  form 
tendered  in  payment  for  bonds  offered  hereunder  should  be  assigned  by  the 
registered  payees  or  assignees  thereof,  in  accordance  with  the  general  regula- 
tions of  the  Treasury  Department  governing  assignments  for  transfer  or  ex- 
change, in  one  of  the  forms  hereafter  set  forth,  and  thereafter  should  be  sur- 
rendered with  the  subscription  to  a  Federal  Reserve  bank  or  branch  or  to  the 
Office  of  the  Treasurer  of  the  United  States,  AVashington,  D.C.  20220.  The  notes 
must  be  delivered  at  the  expense  and  ri.sk  of  the  holder.  If  the  bonds  are  de- 
sired registered  in  the  same  name  as  the  notes  surrendered,  the  assignment 
should  be  to  "The  Secretary  of  the  Treasury  for  exchange  for  4^  percent 
Treasury  Bonds  of  1974" ;  if  the  bonds  are  desired  registered  in  another  name, 
the  assignment  should  be  to  "The  Secretary  of  the  Treasury  for  exchange  for 

iVi  percent  Treasury  Bonds  of  1974  in  the  name  of " : 

if  bonds  in  coupon  form  are  desired,  the  assignment  should  be  to  "The  Secretary 
of  the  Treasury  for  exchange  for  4i/i  percent  Treasury  Bonds  of  1974  in  coupon 

form  to  be  delivered  to " 

782-556 — 66 12 
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VI.    GENERAL   PROVISIONS 

1.  As  fiscal  agents  of  the  United  States,  Federal  Reserve  banks  are  authorized 
and  requested  to  receive  subscriptions,  to  make  such  allotments  as  may  be  pre- 
scribed by  the  Secretary  of  the  Treasury,  to  issue  such  notices  as  may  be  neces- 
sary, to  receive  payment  for  and  make  delivery  of  bonds  on  full-paid  sub- 
scriptions allotted,  and  they  may  issue  interim  receipts  pending  delivery  of  the 
definitive  bonds. 

2.  The  Secretary  of  the  Treasury  may  at  any  time,  or  from  time  to  time,  pre- 
scribe supplemental  or  amendatory  rules  and  regulations  governing  the  offering, 
which  will  be  communicated  promptly  to  the  Federal  Reserve  banks. 

Henry  H.  Fowler, 
Secretary  of  the  Treasury. 
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Treasury  Bills  Offered  and  Tenders  Accepted 

Exhibit  3. — Treasury  bills 

During  the  fiscal  year  1965  there  were  52  weekly  issues  each  of  13-week  and 
26-week  Treasury  bills  (the  13-week  bills  represent  additional  issues  of  bills 
with  an  original  maturity  of  26  weeks),  13  one-year  issues,  4  issues  of  tax  antic- 
ipation series  and  one  issue  of  a  strip  of  weekly  bills  consisting  of  additional 
amounts  of  10  series  of  outstanding  bills.  Four  press  releases  inviting  tenders, 
which  are  representative  of  the  four  types  of  bill  issues,  are  reproduced  in 
this  exhibit  as  follows :  strip  of  issues,  July  20,  1964 ;  tax  anticipation  series, 
November  10,  1964 ;  weekly  issues,  April  14,  1965 ;  and  one-year  issues,  April  19, 
1965.  Also  reproduced  is  the  press  release  of  April  19,  1965,  which  is  represent- 
ative of  the  releases  announcing  the  acceptance  of  tenders  for  all  types  of 
issues.    Following  the  press  releases  is  a  summary  table  of  data  for  each  issue. 

PRESS  RELEASE  OF  JULY  20,  1964 

The  Treasury  Department,  by  this  public  notice,  invites  tenders  for  additional 
amounts  of  ten  series  of  Treasury  bills  to  an  aggregate  amount  of  $1,000,000,000, 
or  thereabouts,  for  cash.  The  additional  bills  will  be  issued  July  29,  1964,  will 
be  in  the  amounts,  and  will  be  in  addition  to  the  bills  originally  issued  and 
maturing,  as  follows : 


Amount  of 

additional 

issue 

Original  issue  dates  1964 

Maturity  dates  1964 

Days  from 
July  29,1964, 
to  maturity 

Amount 

currently 

outstanding 

(in  millions) 

$100,  000,  000 
100, 000, 000 
100, 000, 000 
100, 000, 000 
100, 000, 000 
100, 000, 000 
100, 000, 000 
100, 000, 000 
100, 000, 000 
100, 000, 000 

Anril  16            

October  l.")        - 

78 

85 

92 

99 

106 

113 

121 

127 

134 

141 

$2, 102 

April  23 

October  22        

901 

Anril  .30 

October  29               __    

900 

May  7                   _  _  _    

November  5     __  _    _. 

900 

May  14 - 

November  12  ...  _      -  - 

900 

May  21          

November  19 

900 

Mav  28             -  

November  27 

900 

June  4          -        -      -    

December  3  --          -    --  - 

905 

June  11          -- 

December  10  - 

901 

June  18       

December  17 

901 

1. 000, 000, 000 

The  additional  and  original  bills  will  be  freely  interchangeable. 

Each  tender  submitted  must  be  in  the  amount  of  $10,000,  or  an  even  multiple 
thereof,  and  the  amount  tendered  will  be  applied  to  each  of  the  above  series  of 
bills  on  the  basis  of  the  ratio  of  each  series  to  the  total  of  all  series.  (For 
example,  an  accepted  tender  for  $50,000  will  be  applied  $5,000  to  the  issue  with 
original  date  of  April  16,  1964,  and  $5,000  to  each  of  the  additional  weekly 
issues  through  the  issue  with  original  date  of  June  IS,  1964.) 

The  bills  offered  hereunder  will  be  issued  on  a  discount  basis  under  competi- 
tive and  noncompetitive  bidding  as  hereinafter  provided,  and  at  maturity 
their  face  amount  will  be  payable  without  interest.  They  will  be  issued  in  bearer 
form  only,  and  in  denominations  of  $1,000,  $5,000,  $10,000,  $50,000,  $100,000, 
$500,000,  and  $1,000,000  (maturity  value) . 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  one-thirty  p.m.,  eastern  daylight  saving  time,  Friday,  July  24,  1964. 
Tenders  will  not  be  received  at  the  Treasury  Department,  Washington.  In  the 
case  of  competitive  tenders  the  price  offered  must  be  expressed  on  the  basis  of 
100,  with  not  more  than  three  decimals,  e.g.,  99.925.  Fractions  may  not  be  used. 
A  single  price  must  be  submitted  for  each  unit  of  $10,000.  or  even  multiple 
thereof.  A  unit  represents  $1,000  face  amount  of  each  issue  of  bills  offered 
hereunder,  as  previously  described.  It  is  urged  that  tenders  be  made  on  the 
printed  forms  and  forwarded  in  the  special  envelopes  which  will  be  supplied 
by  Federal  Reserve  banks  and  branches  on  application  therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others 
than  banking  institutions  will  not  be  permitted  to  submit  tenders  except  for 
their  own  account.    Tenders  will  be  received  without  deposit  from  incorporated 
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banks  and  trust  companies  and  from  responsible  and  recognized  dealers  in 
investment  securities.  Tenders  from  others  must  be  accompanied  by  payment  of 
2  percent  of  the  face  amount  of  Treasury  bills  applied  for,  tmless  the  tenders 
are  accompanied  by  an  express  guaranty  of  payment  by  an  incorporated  bank 
or  trust  company. 

Immediately  after  the  closing  hour,  tenders  will  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  will  be  made 
by  the  Treasury  Department  of  the  amount  and  price  range  of  accepted  bids. 
Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection  thereof. 
The  Secretary  of  the  Treasury  expressly  reserves  the  right  to  accept  or  reject 
any  or  all  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect  .shall 
be  final.     Noncompetitive  tenders  for  $100,000  or  less    (in  even  multiples  of 
$10,000)   without  stated  price  from  any  one  bidder  will  be  accepted  in  full 
at  the  average  price  (in  three  decimals)  of  accepted  competitive  bids,  provided, 
however,  that  if  the  total  of  noncompetitive  tenders  exceeds  $200,000,000,  the 
Secretary  of  the  Treasury  reserves  the  right  to  allot  less  than  the  amount  applied 
for  on  a  straight  percentage  basis  with  adjustments  where  necessary  to  the 
next  higher  multiple  of  $10,000.    Settlement  for  accepted  tenders  in  accordance 
with  the  bids  must  be  made  or  completed  at  the  Federal  Reserve  bank  or  branch 
in  cash  or  other  immediately  available  funds  on  July  29,  1964. 

The  income  derived  from  Treasury  bills,  whether  interest  or  gain  from  the 
sale  or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and 
loss  from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  special 
treatment,  as  such,  under  the  Internal  Revenue  Code  of  1954.  The  bills  are 
subject  to  estate,  inheritance,  gift,  or  other  excise  taxes,  whether  Federal  or 
State,  but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal 
or  interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United  States,  or 
by  any  local  taxing  authority.  For  purposes  of  taxation  the  amount  of  discount 
at  which  Treasury  bills  are  originally  sold  by  the  United  States  is  considered 
to  be  interest. 

Under  sections  454(b)  and  1221(5)  of  the  Internal  Revenue  Code  of  1954  the 
amount  of  discount  at  which  bills  issued  hereiuider  are  sold  is  not  considered 
to  accrue  until  such  bills  are  sold,  redeemed,  or  otherwise  disposed  of,  and  such 
bills  are  excluded  from  consideration  as  capital  assets.  Accordingly,  the  owner 
of  Treasury  bills  (other  than  life  insurance  companies)  issued  hereunder  need 
include  in  his  income  tax  return  only  the  difference  between  the  price  paid 
for  such  bills,  whether  on  original  issue  or  on  subsequent  purchase,  and  the 
amount  actually  received  either  upon  sale  or  redemption  at  maturity  during  the 
taxable  year  for  which  the  return  is  made,  as  ordinary  gain  or  loss.  Purchasers 
of  a  strip  of  the  bills  offered  hereunder  should,  for  tax  purposes,  take  such  bills 
on  to  their  books  on  the  basis  of  their  purchase  price  prorated  to  each  of  the  ten 
outstanding  issues  using  as  a  basis  for  proration  the  closing  market  prices  for 
each  of  the  issues  on  July  29,  1964.  (Federal  Reserve  banks  will  have  available 
a  list  of  these  market  prices,  based  on  the  mean  between  the  bid  and  asked 
quotations  furnished  by  the  Federal  Reserve  Bank  of  New  York.) 

Treasury  Department  Circular  No.  418,  Revised,  and  this  notice,  prescribe 
the  terms  of  the  Treasury  bills  and  govern  the  conditions  of  their  issue.  Copies 
of  the  circular  may  be  obtained  from  any  Federal  Reserve  bank  or  branch. 


PRESS  RELEASE  OF  NOVEMBER  10,  1964 

The  Treasury  Department,  by  this  public  notice,  invites  tenders  for  $1,500,- 
000,000,  or  thereabouts,  of  210-day  Treasury  bills,  to  be  issued  on  a  discount 
basis  under  competitive  and  noncompetitive  bidding  as  hereinafter  provided. 
The  bills  of  this  series  will  be  designated  tax  anticipation  series,  they  will  be 
dated  November  24,  1964,  and  they  will  mature  June  22,  1965.  They  will  be 
accepted  at  face  value  in  payment  of  income  taxes  due  on  June  15,  1965,  and 
to  the  extent  they  are  not  presented  for  this  purpose  the  face  amount  of  these 
bills  will  be  payable  without  interest  at  maturity.  Taxpayers  desiring  to  apply 
these  bills  in  payment  of  June  15,  1965,  income  taxes  have  the  privilege  of  sur- 
rendering them  to  any  Federal  Reserve  bank  or  branch  or  to  the  Office  of  the 
Treasurer  of  the  United  States,  Washington,  not  more  than  15  days  before 
June  15,  1965,  and  receiving  receipts  therefor  showing  the  face  amount  of  the 
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bills  so  surrendered.  These  receipts  may  be  submitted  in  lieu  of  the  bills  on 
or  before  June  15,  1965,  to  the  District  Director  of  Internal  Revenue  for  the 
District  in  which  such  taxes  are  payable.  The  bills  will  be  issued  in  bearer 
form  only,  and  in  denominations  of  $1,000,  $5,000,  $10,000,  $50,000,  $100,000, 
$500,000,  and  $1,000,000  (maturity  value). 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  one-thirty  p.m.,  eastern  standard  time,  Tuesday,  November  17, 
1964.  Tenders  will  not  be  received  at  the  Treasury  Department,  Washington. 
Each  tender  must  be  for  an  even  multiple  of  $1,000,  and  in  the  case  of  com- 
petitive tenders  the  price  offered  must  be  expressed  on  the  basis  of  100,  with 
not  more  than  three  decinjals,  e.g.,  99.925.  Fractions  may  not  be  used.  It  is 
urged  that  tenders  be  made  on  the  printed  forms  and  forwarded  in  the  special 
envelopes  which  will  be  supplied  by  Federal  Reserve  banks  or  branches  on 
application  therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others  than 
banking  institutions  will  not  be  permitted  to  submit  tenders  except  for  their 
own  account.  Tenders  will  be  received  without  deposit  from  incorporated  banks 
and  trust  companies  and  from  responsible  and  recognized  dealers  in  investment 
securities.  Tenders  from  others  must  be  accompanied  by  payment  of  2  percent 
of  the  face  amount  of  Treasury  bills  applied  for,  unless  the  tenders  are  accom- 
panied by  an  express  guaranty  of  payment  by  an  incorporated  bank  or  trust 
company. 

All  bidders  are  required  to  agree  not  to  purchase  or  to  sell,  or  to  make  any 
agreements  with  respect  to  the  purchase  or  sale  or  other  disposition  of  any  bills 
of  this  issue  at  a  specific  rate  or  price,  until  after  one-thirty  p.m.,  eastern  standard 
time,  Tuesday,  November  17,  1964. 

Immediately  after  the  closing  hour,  tenders  will  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  will  be  made 
by  the  Treasury  Department  of  the  amount  and  price  range  of  accepted  bids. 
Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection  thereof. 
The  Secretary  of  the  Treasury  expressly  reserves  the  right  to  accept  or  reject  any 
or  all  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect  shall  be 
final.  Subject  to  these  reservations,  noncompetitive  tenders  for  $200,000  or  less 
without  stated  price  from  any  one  bidder  will  be  accepted  in  full  at  the  average 
price  (in  three  decimals)  of  accepted  competitive  bids.  Payment  of  accepted 
tenders  at  the  prices  offered  must  be  made  or  completed  at  the  Federal  Reserve 
bank  in  cash  or  other  immediately  available  funds  on  November  24,  1964,  pro- 
vided, however,  any  qualified  depositary  will  be  permitted  to  make  payment  by 
credit  in  its  Treasury  tax  and  loan  account  for  not  more  than  50  percent  of  the 
amount  of  Treasury  bills  allotted  to  it  for  itself  and  its  customers  up  to  any 
amount  for  which  it  shall  be  qualified  in  excess  of  existing  deposits  when  so 
notified  by  the  Federal  Reserve  bank  of  its  district. 

The  income  derived  from  Treasury  bills,  whether  interest  or  gain  from  the 
sale  or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and 
loss  from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  special 
treatment,  as  such,  under  the  Internal  Revenue  Code  of  1954.  The  bills  are  sub- 
ject to  estate,  inheritance,  gift,  or  other  excise  taxes,  whether  Federal  or  State, 
but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal  or 
interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United  States,  or  by 
any  local  taxing  authority.  For  purposes  of  taxation  the  amount  of  discount  at 
which  Treasury  bills  are  originally  sold  by  the  United  States  is  considered  to  be 
interest.  Under  sections  454(b)  and  1221(5)  of  the  Internal  Revenue  Code  of 
1954  the  amount  of  discount  at  which  bills  issued  hereunder  are  sold  is  not 
considered  to  accrue  until  such  bills  are  sold,  redeemed,  or  otherwise  disposed 
of,  and  such  bills  are  excluded  from  consideration  as  capital  assets.  According- 
ly, the  owner  of  Treasury  bills  (other  than  life  insurance  companies)  issued 
hereunder  need  include  in  his  income  tax  return  only  the  difference  between  the 
price  paid  for  such  bills,  whether  on  original  issue  or  on  subsequent  purchase,  and 
the  amount  actually  received  either  upon  sale  or  redemption  at  maturity  during 
the  taxable  year  for  which  the  return  is  made,  as  ordinary  gain  or  loss. 

Treasury  Department  Circular  No.  418  (current  revision)  and  this  notice, 
prescribe  the  terms  of  the  Treasury  bills  and  govern  the  conditions  of  their  is- 
sue. Copies  of  the  circular  may  be  obtained  from  any  Federal  Reserve  bank  or 
branch. 
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PRESS  RELEASE  OF  APRIL  14,  1965 

The  Treasury  Department,  by  this  public  notice,  invites  tenders  for  two  series 
of  Treasury  bills  to  the  aggregate  amount  of  $2,200,000,000,  or  thereabouts,  for 
cash  and  in  exchange  for  Treasury  bills  maturing  April  22,  1965,  in  the  amount  of 
$2,201,051,000,  as  follows : 

91-day  bills  (to  maturity  date)  to  be  issued  April  22,  1965,  in  the  amount  of 
$1,200,000,000,  or  thereabouts,  representing  an  additional  amount  of  bills  dated 
January  21,  1965,  and  to  mature  July  22,  1965,  originally  issued  in  the  amount  of 
$1,001,051,000,  the  additional  and  original  bills  to  be  freely  interchangeable. 

182-day  bills,  for  $1,000,000,000,  or  thereabouts,  to  be  dated  April  22,  1965, 
and  to  mature  October  21,  1965. 

The  bills  of  both  series  will  be  issued  on  a  discount  basis  under  competitive 
and  noncompetitive  bidding  as  hereinafter  provided,  and  at  maturity  their  face 
amount  will  be  payable  without  interest.  They  will  be  issued  in  bearer  form  only, 
and  in  denominations  of  $1,000,  $5,000,  $10,000,  $50,000,  $100,000,  $500,000,  and 
$1,000,000  (maturity  value). 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  one-thirty  p.m.,  eastern  standard  time,  Monday,  April  19,  1965. 
Tenders  will  not  be  received  at  the  Treasury  Department,  Washington.  Each 
tender  must  be  for  an  even  multiple  of  $1,000,  and  in  the  case  of  competitive 
tenders  the  price  offered  must  be  expressed  on  the  basis  of  100,  with  not  more 
than  three  decimals,  e.  g.,  99.925.  Fractions  may  not  be  used.  It  is  urged  that 
tenders  be  made  on  the  printed  forms  and  forwarded  in  the  special  envelopes 
which  will  be  supplied  by  Federal  Reserve  banks  or  branches  on  application 
therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others  than 
banking  institutions  will  not  be  permitted  to  submit  tenders  except  for  their  own 
account.  Tenders  will  be  received  without  deposit  from  incorporated  banks  and 
trust  companies  and  from  responsible  and  recognized  dealers  in  investment  securi- 
ties. Tenders  from  others  must  be  accompanied  by  payment  of  2  percent  of  the 
face  amount  of  Treasury  bills  applied  for,  unless  the  tenders  are  accompanied  by 
an  express  guaranty  of  payment  by  an  incorporated  bank  or  trust  company. 

Immediately  after  the  closing  hour,  tenders  will  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  will  be  made 
by  the  Treasury  Department  of  the  amount  and  price  range  of  accepted  bids. 
Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection  thereof. 
The  Secretary  of  the  Treasury  expressly  reserves  the  right  to  accept  or  reject 
any  or  aU  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect  shall 
be  final.  Subject  to  these  reservations  noncompetitive  tenders  for  each  issue  for 
$200,000  or  less  without  stated  price  from  any  one  bidder  will  be  accepted  in  full 
at  the  average  price  (in  three  decimals)  of  accepted  competitive  bids  for  the 
respective  issues.  Settlement  for  accepted  tenders  in  accordance  with  the  bids 
must  be  made  or  completed  at  the  Federal  Reserve  banks  on  April  22,  1965,  in 
cash  or  other  immediately  available  funds  or  in  a  like  face  amount  of  Treasury 
bills  maturing  April  22,  1965.  Cash  and  exchange  tenders  will  receive  equal 
treatment.  Cash  adjustments  will  be  made  for  differences  between  the  par  value 
of  maturing  bills  accepted  in  exchange  and  the  issue  price  of  the  new  bills. 

The  income  derived  from  Treasury  bills,  whether  interest  or  gain  from  the 
sale  or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and 
loss  from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  spe- 
cial treatment,  as  such,  \inder  the  Internal  Revenue  Code  of  1954.  The  bills  are 
subject  to  estate,  inheritance,  gift,  or  other  excise  taxes,  whether  Federal  or 
State,  but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal 
or  interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United  States, 
or  by  any  local  taxing  authority.  For  purposes  of  taxation  the  amount  of  dis- 
count at  which  Treasury  bills  are  originally  sold  by  the  United  States  is  con- 
sidered to  be  interest.  Under  sections  454(b)  and  1221(5)  of  the  Internal 
Revenue  Code  of  1954  the  amount  of  discount  at  which  bills  issued  hereunder 
are  sold  is  not  considered  to  accrue  until  such  bills  are  sold,  redeemed,  or  other- 
wise disposed  of,  and  such  bills  are  excluded  from  consideration  as  capital  assets. 
Accordingly,  the  owner  of  Treasury  bills  (other  than  life  insurance  companies) 
issued  hereunder  need  include  in  his  income  tax  return  only  the  difference 
between  the  price  paid  for  such  bills,  whether  on  original  issue  or  on  subsequent 
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purchase,  and  the  amouut  actually  received  either  upon  sale  or  xedemption  at 
maturity  during  the  taxable  year  for  which  the  return  is  made,  as  ordinary  gain 
or  loss. 

Treasury  Department  Circular  No.  418  (current  revision)  and  this  notice 
prescribe  the  terms  of  the  Treasury  bills  and  govern  the  conditions  of  their 
issue.  Copies  of  the  circular  may  be  obtained  from  any  Fetleral  Reserve  bank 
or  branch. 

PRESS  RELEASE  OF  APRIL  19,  19(35 

The  Treasury  Department,  by  this  public  notice,  invites  tenders  for  $1,000,- 
000.000,  or  thereabouts,  of  3(>ij-day  Treasury  bills,  for  cash  and  in  exchange  for 
Treasury  bills  maturing  April  30,  1965,  in  the  amount  of  $1,001,439,000,  to  be 
issued  on  a  discount  basis  luider  competitive  and  noncompetitive  bidding  as 
hereinafter  provided.  The  bills  of  this  series  will  be  dated  April  30,  1965.  and 
will  mature  April  30,  1966,  when  the  face  amount  will  be  payable  without  in- 
terest. They  will  be  issued  in  bearer  form  only,  and  in  denominations  of  $1,000, 
$5,000.  $10,000,  $50,000.  $100,000,  $500,000,  and  $1,000,000   (maturity  value). 

Tenders  will  be  received  at  Federal  Reserve  banks  and  branches  up  to  the 
closing  hour,  one-thirty  p.m.,  eastern  standard  time,  Friday,  April  23,  1965. 
Tenders  will  not  be  received  at  the  Treasury  Department,  Washington.  Each 
tender  must  be  for  an  even  multiple  of  $1,000,  and  in  the  case  of  competitive 
tenders  the  price  offered  must  be  expressed  on  the  basis  of  100,  with  not  more 
than  tbree  decimals,  e.  g.,  99.925.  Fractions  may  not  be  iised.  (Notwithstanding 
the  fact  that  these  bills  will  run  for  365  days,  the  discount  rate  will  be  computed 
on  a  bank  discount  basis  of  360  days,  as  is  currently  the  practice  on  all  issues 
of  Treasury  bills.)  It  is  urged  that  tenders  be  made  on  the  printed  forms  and 
forwarded  in  the  special  envelopes  which  will  be  supplied  by  Federal  Reserve 
banks  or  branches  on  application  therefor. 

Banking  institutions  generally  may  submit  tenders  for  account  of  customers 
provided  the  names  of  the  customers  are  set  forth  in  such  tenders.  Others  than 
banking  institutions  will  not  be  permitted  to  submit  tendei's  except  for  their 
own  account.  Tenders  will  be  received  without  deposit  from  incorporated  banks 
and  trust  companies  and  from  responsible  and  recognized  dealers  in  investment 
securities.  Tenders  from  others  must  be  accompanied  by  payment  of  2  percent 
of  the  face  amount  of  Treasury  bills  applied  for.  unless  the  tenders  are  accom- 
panied by  an  express  guaranty  of  payment  by  an  incorporated  bank  or  trust 
company. 

Immediately  after  the  closing  hour,  tenders  will  be  opened  at  the  Federal 
Reserve  banks  and  branches,  following  which  public  announcement  will  be  made 
by  the  Treasury  Department  of  the  amount  and  price  range  of  accepted  bids. 
Those  submitting  tenders  will  be  advised  of  the  acceptance  or  rejection  thereof. 
The  Secretary  of  the  Treasury  expressl.v  reserves  the  right  to  accept  or  reject 
any  or  all  tenders,  in  whole  or  in  part,  and  his  action  in  any  such  respect  shall 
be  final.  Subject  to  these  reservations,  noncompetitive  tenders  for  $200,000  or 
less  without  stated  price  from  any  one  bidder  will  be  accepted  in  full  at  the 
average  price  (in  three  decimals)  of  accepted  competitive  bids.  Settlement 
for  accepted  tenders  in  accordance  with  the  bids  must  be  made  or  completed 
at  the  Federal  Reserve  bank  on  April  30,  1965,  in  ca.sh  or  other  immediately 
available  funds  or  in  a  like  face  amouut  of  Treasury  bills  maturing  April  30, 
1965.  Cash  and  exchange  tenders  will  receive  equal  treatment.  Cash  adjust- 
ments will  be  made  for  differences  between  the  par  value  of  maturing  bills 
accepted  in  exchange  and  the  issue  price  of  the  new  bills. 

Tlie  income  derived  from  Treasury  bills,  whether  interest  or  gain  from  the  sale 
or  other  disposition  of  the  bills,  does  not  have  any  exemption,  as  such,  and  loss 
from  the  sale  or  other  disposition  of  Treasury  bills  does  not  have  any  special 
treatment,  as  such,  under  the  Internal  Revenue  Code  of  1954.  The  bills  are 
subject  to  estate,  inheritance,  gift,  or  other  excise  taxes,  whether  Federal  or 
State,  but  are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the 
I)rineipal  or  interest  thereof  by  any  State,  or  any  of  the  possessions  of  the  United 
States,  or  by  any  local  taxing  authorit.v.  For  purposes  of  taxation  the  amount 
of  discount  at  which  Treasury  hills  are  originally  sold  by  the  United  States  is 
considered  to  be  interest.  Under  sections  454(b)  and  1221(5)  of  the  Internal 
Revenue  Code  of  1954  the  amount  of  discount  at  which  bills  issued  hereunder 
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are  sold  is  not  considered  to  accrue  until  such  bills  are  sold,  redeemed,  or 
otherwise  disposed  of,  and  such  bills  are  excluded  from  consideration  as  capital 
assets.  Accordingly,  the  owner  of  Treasury  bills  (other  than  life  insurance 
companies)  issued  hereunder  need  include  in  his  income  tax  return  only  the 
difference  between  the  price  paid  for  such  bills,  whether  on  original  issue  or 
on  subsequent  purchase,  and  the  amount  actually  received  either  upon  sale  or 
redemption  at  maturity  during  the  taxable  year  for  which  the  return  is  made, 
as  ordinary  gain  or  loss. 

Treasury  Department  Circular  No.  418  (curi'ent  revision)  and  this  notice, 
prescribe  the  terms  of  the  Treasury  bills  and  govern  the  conditions  of  their 
issue.  Copies  of  the  circular  may  be  obtained  from  any  Federal  Reserve  bank 
or  branch. 


PRESS  RELEASE  OF  APRIL  19,  1965 

The  Treasury  Department  announced  last  evening  that  the  tenders  for  two 
series  of  Treasury  bills,  one  series  to  be  an  additional  issue  of  the  bills  dated 
January  21,  1965,  and  the  other  series  to  be  dated  April  22,  1965,  which  were 
oifered  on  April  14,  were  opened  at  the  Federal  Reserve  banlvs  on  April  19. 
Tenders  were  invited  for  $1,200,000,000,  or  thereabouts,  of  91-day  bills  and  for 
$1,000,000,000,  or  thereabouts,  of  182-day  bills.  The  details  of  the  two  series  are 
as  follows : 


91-day  Treasury  bills  maturing 
July  22,  1965 

182-day  Treasury  bills  maturing 
Oct.  21,  1965 

Range  of  accepted  competitive  bids 

Price 

Approximate 
equivalent 
annual  rate 

Price 

Approximate 

equivalent 
annual  rate 

High                  .      -  _            -.    .,    - 

99.  006 
99.  001 
99.  003 

3.  932% 

3.  952% 

2  3.  946% 

1  97. 978 
97. 971 
97.  974 

4.  000% 

Low           -_        .    - 

4.  013% 

Average .. 

2  4.  008% 

1  Excepting  3  tenders  totaling  $1,534,000, 

2  On  a  coupon  issue  of  the  same  length  and  for  the  same  amount  invested,  the  return  on  these  bills  vcould 
provide  yields  of  4.04%,  for  the  91-day  bills,  and  4.15%,  for  the  182-day  bills.  Interest  rates  on  bills  are  quoted 
in  tenns  of  bank  discount  with  the  return  related  to  the  face  amount  of  the  bills  payable  at  maturity  rather 
than  the  amount  invested  and  their  length  in  actual  number  of  days  related  to  a  360-day  year.  In  contrast, 
yields  on  certificates,  notes,  and  bonds  are  computed  in  terms  of  interest  on  the  amount  invested,  and  relate 
the  number  of  days  remaining  in  an  interest  payment  period  to  the  actual  number  of  days  in  the  period, 
with  semiannual  compounding  if  more  than  one  coupon  period  is  involved. 

Note.— 62  percent  of  the  amount  of  91-day  bills  bid  for  at  the  low  price  was  accepted.  5  percent  of  the 
amount  of  182-day  bills  bid  for  at  the  low  price  was  accepted. 

Total  tenders  applied  for  and  accepted   hy  Federal  Reserve  districts 


District 

Applied  for 

Accepted 

Applied  for 

Accepted 

Boston.. .  .  _  _  . 

$15,  923,  000 
1,  490, 917,  000 
28, 232,  000 
26, 137,  000 
14, 867,  000 
41,  704,  000 

291, 551,  000 
53,  705,  000 
25, 667,  000 
27,  707,  000 
28, 348, 000 

203, 307,  000 

$15,  923,  000 
739,  697,  000 
15,  232,  000 
26, 137,  000 
14,  567,  000 
32,  614,  000 
136,  431,  000 
44, 679,  000 

19,  527,  000 
25,  567,  000 

20,  968,  000 
110,071,000 

$25, 935,  000 

1,  337. 392,  000 

16, 436,  000 

37, 899,  000 

4,  056,  000 

29, 116,  000 

267, 813,  000 
13,  446,  000 
11,474,000 
19, 374,  000 
23, 394,  000 

135,  009,  000 

$25, 935,  000 

New  Yorli: 

681,  792,  000 

Philadelphia 

6,  916,  000 

Cleveland..               .          . 

23, 149, 000 

Richmond     ......  ... 

4,  056,  000 

Atlanta .  .. 

24, 166,  000 

Chicago 

St.  Louis ..--.... 

112,513,000 
11,946,000 

Mimieapolis .  

9, 024, 000 

Kansas  City.   ...  

16,  574,  000 

Dallas .  _ 

7,  969,  000 

San  Francisco ... 

77,  272,  000 

Total 

2,  248,  065,  000 

1  1, 201,  413,  000 

1,  921,  344,  000 

2  1,001,312,000 

'  Includes  $260,097,000  noncompetitive  tenders  accepted  at  the  average  price  of  99.003. 
2  Includes  $108,127,000  noncompetitive  tenders  accepted  at  the  average  price  of  97.974. 
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Guaranteed  Debentures  Called 

Exhibit  4. — Calls  for  partial  redemption,  before  maturity,  of  insurance  fund 
and  home  improvement  account  debentures 

During  the  fiscal  year  1965,  there  were  32  calls  for  partial  redemption,  before 
maturity,  of  insurance  fund  debentures,  and  one  call  of  home  improvement  ac- 
count debentures,  22  dated  September  23,  1964,  and  11  dated  March  25,  1965. 
The  notices  of  call  were  published  in  the  Federal  Regifiter  of  September  29,  1964, 
and  March  31,  1965.  The  notice  covering  the  call  of  the  3%  percent  service- 
men's mortgage  insurance  fund  debentures  Series  EE,  is  shown  in  this  exhibit. 
Since  the  otlier  notices  of  call  are  similar  to  this  notice,  they  have  been  omitted, 
but  the  essential  details  are  summarized  in  the  table  following  the  notice  of  call. 

NOTICE  OF  CALL.     FEDERAL  REGISTER  OF  MARCH  31,  1965 

To  Holders  of  3%  Percent  Servicemen's  Mortgage  Insurance  Fund  Debentures, 

Series  EE: 

NOTICE  OF  CALL  FOR  PARTIAL  REDEMPTION.  BEFORE  MATURITY,  OF  ?i% 
PERCENT  SERVICEMEN'S  MORTGAGE  INSURANCE  FUND  DEBENTURES, 
SERIES  EE 

Pursuant  to  the  authority  conferred  by  the  National  Housing  Act  (48  Stat. 
1246;  U.S.C.,  title  12,  sec.  1701  et  scq.)  as  amended,  public  notice  is  hereby 
given  that  Servicemen's  Mortgage  Insurance  Fund  Debentures,  Series  EE,  bear- 
ing interest  at  3%  percent  as  designated  below  are  hereby  called  for  redemption, 
at  par  and  accrued  interest,  on  July  1,  1965,  on  which  date  interest  on  such 
debentures  shall  cease : 

3%  Percent  Servicemen's  Mortgage  Insurance  Fund,  Debentures,  Series  EE 

Range  of  inclusive  serial 
numbers  ivithin  ichich  called 
Denomination  debentures  fall 

$50 3,397  to    3,912 

100 /  25,344  to  25,347  and 

I  25,  937  to  30,  201 

500 6,247  to     7,228 

1,000 /  19.918  to  22,822  and 

1  22,918 

5,000 3,442  to     3,911 

10,000 3,839  to     4,288 

Although  the  above  Inclusive  serial  numbers  include  Series  EE  debentures 
bearing  other  rates,  only  those  bearing  interest  at  the  I'ate  of  3-%  percent,  listed 
above,  are  included  in  this  call,  together  with  certain  other  debentures  bearing 
the  same  rate  and  I'egistei'ed  in  the  name  of  the  Federal  National  Mortgage 
Association. 

No  transfers  or  denominational  exchanges  in  debentures  covered  by  the  fore- 
going call  will  be  made  on  the  books  maintained  by  the  Treasury  Department  on 
or  after  April  1,  1965.  This  does  not  affect  the  right  of  the  holder  of  a  debenture 
to  sell  and  assign  the  debenture  on  or  after  April  1,  1965,  and  provision  will  be 
made  for  the  payment  of  final  interest  due  on  Jul.v  1,  1965,  with  the  principal 
thereof  to  the  actual  owner,  as  shown  by  the  assignments  thereon. 

The  Commissioner  of  the  Federal  Housing  Administration  hereby  offers  to 
purchase  any  debentures  included  in  this  call  at  any  time  from  April  1.  1965.  tt» 
.lune  30,  1965,  inclusive,  at  par  and  accrued  interest,  to  date  of  purchase. 

Instructions  for  the  presentation  and  surrender  of  debentures  for  redemption 
on  or  after  July  1,  1965,  or  for  purchase  prior  to  that  date  will  be  given  by  the 
Secretary  of  the  Treasury. 

P.  N.  Brownstein, 
Federal  Housing  Commissioner. 
APPROVED:  March  26,  1965. 
John  K.  Carlock, 
Fiscal  Assistant  Secretary  of  the  Treasury. 
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Regulations 

Exhibit  5. — Revision,  December  4,  1964,  of  Department  Circular  No.  853, 
regulations  governing  restrictive  endorsements  of  United  States  bearer 
securities 

Treasury  Department, 
Washington,  Deceinber  Jf,  1964- 

Department  Circular  No.  853,  dated  October  5,  1949,  is  hereby  amended  and 
issued  as  Department  Circular  No.  853,  Revised. 

Authority:  Sees.  328.1  to  328.9  issued  under  R.S.  161,  as  amended  (5  U.S.C. 
22)  ;  Second  Liberty  Bond  Act,  as  amended  (31  U.S.C.  752,  753,  754,  754b). 

Sec.  328.1.  Scope  of  regulations. — Tbese  regulations  are  applicable  only  to 
United  States  bearer  securities^  presented  (a)  by  or  through  banks  for  payment 
at  or  after  their  maturity  or  call  date,  or  in  exchange  for  any  securities  under 
any  exchange  offering,  (b)  by  or  through  banks  at  any  time  prior  to  their 
maturity  or  call  date  for  redemption  at  par  and  application  of  the  proceeds  in 
payment  of  Federal  estate  taxes,  provided  said  securities  by  the  terms  of  their 
issue  are  eligible  for  such  redemption,  and  (c)  by  district  directors.  Internal 
Revenue  Service,  for  redemption,  with  the  proceeds  to  be  applied  to  payment  of 
taxes  (other  than  securities  presented  under  (b)  above).  These  regulations  do 
not  apply  to  bearer  securities  presented  for  any  other  transaction,  or  to  registered 
securities  assigned  in  blank,  or  to  bearer,  or  so  assigned  as  to  become,  in  effect, 
payable  to  bearer. 

Sec.  328.2.  Definitions. — Certain  words  and  terms,  as  used  in  these  regulations, 
are  defined  as  follows : 

(a)  "Banks"  refer  to,  and  include,  incorporated  banks  (i.e.,  banks  doing  a 
general  commercial  banking  business),  incorporated  trust  companies  (i.e.,  trust 
companies  doing  either  a  general  banking  business  or  general  trust  business), 
and  savings  banks   (whether  or  not  mutual). 

(b)  "Bearer  securities"  or  "securities"  are  those  which  are  payable  on  their 
face  to  "bearer,"  the  ownership  of  which  is  not  recorded.  They  include  "Treasury 
bonds,"  "Treasury  notes,"  "Ti-easury  certificates  of  indebtedness,"  and  "Treasury 
bills." 

Sec.  328.3.  Authorisation  for  restrictive  endorsements. —  (a)  By  banks.  Banks 
are  authorized,  under  the  conditions  and  in  the  form  hereinafter  provided,  to 
place  restrictive  endorsements  upon  the  face  of  bearer  securities  owned  by  tbem- 
selves  or  their  customers  for  the  purpose  of  presentation  to  Federal  Reserve 
banks  or  branches,  or  to  the  Treasurer  of  the  United  States,  as  follows : 

(1)  For  payment  or  redemption — at  any  time  within  one  calendar  month  prior 
to  their  maturity  date,  or  the  date  on  which  they  become  payable  pursuant  to 
a  call  for  redemption,  or  at  any  time  after  their  maturity  or  call  date; 

(2)  For  exchange — during  any  period  for  tlieir  presentation  pursuant  to  an 
exchange  offering ;  and 

(3)  For  redemption  at  par  in  payment  of  Federal  estate  taxes  {only  eligible 
securities) — at  any  time  prior  to  their  maturity  or  call  redemption  date. 

(b)  By  district  directors,  Internal  Revenue  Service.  District  directors.  In- 
ternal Revenue  Service,  are  authorized,  under  the  conditions  and  in  the  fonu 
hereinafter  provided,  to  place  restrictive  endorsements  upon  the  face  of  bearer 
securities  for  the  purix)se  of  presentation  to  Federal  Reserve  banks  or  branches, 
or  to  the  Treasurer  of  the  United  States,  for  redemption  and  application  Of 
the  proceeds  in  payment  of  taxes  (other  than  securities  presented  for  redemption 
at  par  and  application  of  the  proceeds  in  payment  of  Fetleral  estate  taxes). 

(c)  Instructions  from  Federal  Reserve  banks.  Federal  Reserve  banks  will 
inform  eligible  banks  and  district  directors  of  the  Internal  Revenue  Service  in 
their  respective  districts  as  to  the  procedure  to  be  followed  under  the  authority 
granted  by  these  regulations.  No  bank  or  district  director  should  imprint 
restrictive  endorsements  on  securities  until  such  information  is  received  from 
the  Federal  Reserve  banlv. 

Sec.  328.4.  Effect  of  restrictive  endorsements. — Bearer  securities  bearing  re- 
strictive endorsements  as  herein  provided  will  thereafter  be  nonuegotiable  and 


^  These  reRulations  may  also  apply  to  securities  issued  by  certain  agencies  of  the  United 
States  and  the  former  Government  of  Puerto  Rico  for  which  the  Treasury  Department  of 
the  United  States  acts  as  transfer  agency,  provided  the  issuing  authorities  for  such 
securities  have  adopted  by  appropriate  regulations  the  provisions  of  this  circular. 
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payment,  redemption,  or  exchange  will  be  made  only  as  provided  in  such 
endorsements. 

Sec.  328.5.  Forms  of  endorsement. —  (a)    When  presented  hy  ianks — 

(1)  For  payment  or  exchange.  The  endorsement  placed  on  a  bearer  security 
presented  for  payment  or  exchange  by  a  bank  should  be  in  the  following  form  : 

For  presentation  to  the  Federal  Reserve  Bank  of ,  Fiscal  Agent  of 

the  United  States,  for  redemption  or  in  exchange  for  securities  of  a  new 

issue,  in  accordance  with  written  instructions  submitted  by 

(Insert  name  of  presenting  bank) 

ABA  No. 

(2)  For  redemption  at  par.  The  endorsement  placed  on  a  bearer  security 
presented  for  redemption  at  par  in  payment  of  Federal  estate  taxes  should  be 
in  the  following  form  : 

For  presentation  to  the  Federal  Reserve  Bank  of ,  Fiscal  Agent 

of  the  United  States,  for  redemption  at  par  in  payment  of  Federal  estate 

taxes,   in  accordance  with   written  instructions   submitted  by   

(Insert  name  of  presenting  bank) 

ABA  No. 

(b)  When  presented  by  district  directors,  Internal  Revenue  Service.  The 
endorsement  placed  on  a  bearer  security  by  a  district  director,  Internal  Revenue 
Service,  should  be  in  the  following  form : 

For  presentation  to  the  Federal  Reserve  Bank  of ,  Fiscal  Agent 

of  the  Ignited  States,  for  redemption,  the  proceeds  to  be  credited  to  the 

account  of  the  district  director,  Internal  Revenue  Service  at , 

for  credit  on  the  Federal taxes  due  from 

Income,  gift,  or  other  (Name  and  address) 

Sec.  328.6.  Requirements  for  endorsements. —  (a)  On  bearer  securities.  The 
endorsement  nuist  be  imprinted  in  the  left-hand  portion  of  the  face  of  each  secu- 
rity with  the  first  line  thereof  parallel  to  the  left  edge  of  the  security  and  in  such 
manner  as  to  be  clearly  legible  and  in  such  position  that  it  will  not  obscure  the 
serial  number,  series  designation  or  other  identifying  data,  and  cover  the  smallest 
po.sisible  portion  of  the  text  on  the  face  of  the  security.  The  dimensions  of  the 
endorsement  should  be  approximately  four  inches  in  width  and  one  and  one-half 
inches  in  height,  and  nuist  be  imprinted  by  stamp  or  plate  of  such  character, 
with  a  carbon  pigment  ink,  and  by  such  means,  as  will  render  the  endorsement 
substantially  ineradicable.  In  cases  where  the  endorsement  is  being  made  by 
a  bank,  immediately  below  and  as  part  of  the  endorsement  the  ABA  code  number 
of  the  presenting  bank  must  be  perforated  in  figures  approximately  one-fourth 
to  one-half  inch  in  height.  The  perforations  should  be  placed  as  nearly  as 
possible  beneath  the  endorsement  without  obliterating  any  of  the  identifying 
data.  The  name  of  the  Federal  Reserve  bank  of  the  district  must  appear  on  the 
phite  or  stamp  used  for  the  imprinting  of  the  endorsement,  and  presentation  to 
the  appropriate  branch  of  the  Federal  Reserve  bank  named  will  be  considered  as 
presentation  to  the  bank.  When  securities  are  to  be  presented  to  the  Treasurer 
of  the  United  States,  the  words  "Treasurer  of  the  United  States"  should  be  used 

in  lieu  of  the  words  "Federal  Reserve  Bank  of ,  Fiscal  Agent  of  the 

United  States."  No  subsequent  endorsement  will  be  permitted  and  no  other 
form  of  endorsement  may  be  made. 

(b)  On  coupons.  Unmatured  coupons  attached  to  restrictively  endorsed  se- 
curities should  be  cancelled  by  imprinting  the  prescribed  endorsement  in  such 
manner  that  a  substantial  portion  of  the  endorsement  will  appear  on  each  such 
coupon.  Where  such  endorsements  are  made  by  a  bank,  its  ABA  code  number 
should  not  he  perforated  on  the  coupons.  If  any  such  coupons  are  missing, 
deduction  of  their  face  amount  will  be  made  in  cases  of  redemption,  and  in  cases 
of  exchange,  remittance  equal  to  the  face  amount  of  the  missing  coupons  must 
accompany  the  securities.  All  matured  coupons,  including  coupons  which  will 
mature  on  or  before  the  date  of  redemption  or  exchange  (except  as  otherwise 
specifically  provided  in  an  announcement  of  an  exchange  offering),  should  be 
detached  from  securities  upon  which  restrictive  endorsements  are  to  be  imprinted. 

Sec.  328.7.  Shipme^it  of  securities. — Securities  bearing  restrictive  endorse- 
ments may  be  shipped,  at  the  risk  and  expense  of  the  shipper,  by  registered  mail, 
messenger,  armored  car  service,  or  express  to  the  Federal  Reserve  bank  of  the 
district  in  which  the  presenting  bank  or  district  director.  Internal  Revenue 
Service,  is  located,  or  to  the  appropriate  branch  of  such  Federal  Reserve  bank. 
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Shipments  to  the  Treasurer  of  the  United  States,  Washington,  D.C.,  sliould  be 
made  by  messenger  or  armored  car. 

Sec.  328.8.  Loss,  theft,  or  destruction,  of  securities  bearing  restrictive  endorse- 
ments.—  (a)  General.  Relief  will  be  provided  on  account  of  securities  bearing 
restrictive  endorsements  proved  to  have  been  lost,  stolen  or  destroyed,  upon  the 
owner's  application,  in  the  same  manner  as  registered  securities  which  have  not 
been  assigned.  (See  Subpart  N  of  the  current  revision  of  Department  Circular 
No.  300,^  the  general  regulations  with  respect  to  United  States  securities.) 
Except  for  bearer  securities  submitted  for  redemption  at  par  in  payment  of 
Federal  estate  taxes,  a  bank  will  be  considered  the  owner  of  securities  handled 
on  behalf  of  customers  unless  it  otherwise  requests.  The  application  for  relief 
(Form  I'D  2211)  and  instructions  will  be  furnished  by  the  Federal  Reserve 
banks. 

(b)  Bond  of  indemnity.  Where  securities  bearing  restrictive  endorsements 
shipped  by  a  bank  have  been  lost,  stolen,  or  destroyed,  a  bond  of  indemnity  with 
surety  satisfactory  to  the  Secretary  of  the  Treasury  will  be  I'equired  from  the 
owner.  If  such  bond  is  executed  by  a  bank  or  other  corporation,  the  execution 
must  be  autlKjrized  by  general  or  special  resolution  of  the  board  of  directors, 
or  other  body  exercising  similar  functions  under  its  b.vlaws.  Ordinarily,  no 
surety  will  be  required  on  a  bond  executed  by  a  presenting  bank.  The  Secretary 
of  the  Treasury  reserves  the  right,  however,  to  require  a  suret.v  in  any  case 
in  which  he  considers  such  action  necessary  for  the  protection  of  the  United 
States. 

Sec.  328.9.  Miscellaneous. — The  provisions  of  this  circular  are  subject  to  the 
current  revision  of  Department  Circular  Xo.  300.  The  Secretary  of  the  Treasury 
reserves  the  right  at  any  time  to  amend,  supplement,  or  withdraw  any  or  all  of 
the  provisions  of  these  regulations. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary. 

Exhibit  6.— Third  revision,  December  23,  1964,  of  Department  Circular  No.  300, 
general  regulations  with  respect  to  United  States  securities 

Tre.\sury  Department, 
Washington,  Deeeinher  23,  1964- 

Department  Circular  No.  300,  Second  Revision,  dated  April  19,  1963  (31  OFR 
306).  is  hereby  amended  and  issued  as  the  Third  Revision. 

Authority  :  Sees.  306.0  to  306.118  issued  under  R.S.  3706,  40  Stat.  288,  290, 
1309,  48  Stat.  343,  and  50  Stat.  481 ;  31  U.S.C.  738a,  739,  752,  752a,  753,  754,  754a, 
and  754b. 

subpart  a — GENERAL  INFORMATION 

Sec.  306.0.  Applicability  of  regulations. — These  regulations  apply  to  all  United 
States  transferable  and  nontransferable  securities,-  other  than  United  States 
savings  bonds,  to  the  extent  specified  in  these  regulations,  the  offering  circulars 
or  special  regulations  governing  such  securities. 

Sec.  306.1.  Official  agencies. 

(a)  Subseriptions-tenders-bids. — Securities  sub.iect  to  these  regulations  are 
issued  from  time  to  time  pursuant  to  public  offerings  b.v  the  Secretary  of  the 
Treasury,  through  the  Federal  Reserve  banks,  fiscal  agents  of  the  United  States, 
and  the  Treasurer  of  the  United  States.  Only  the  Fedei'al  Reserve  banks  and 
branches  and  the  Treasury  Department  are  authorized  to  act  as  official  agencies, 
and  subscriptions  for  securities,  tenders  for  Treasury  bills,  and  bids,  to  the 
extent  i)rovided  in  the  regulations  governing  the  sale  of  Treasury  bonds  through 
competitive  bidding,  may  be  made  direct  to  them ;  however,  banking  institutions 
may  assist  customers  with  their  subscriptions,  tenders  or  bids. 


'  See  exhibit  6. 

2  Bonds  and  other  securities  issued  b.y  certain  ajrencles  of  the  United  States  and  the 
former  government  of  Puerto  Rico  are  subject  to  these  regulations,  so  far  as  applicable, 
under  special  arrangements  with  the  issuing  authorities.  Information  as  to  their  appli- 
cation to  any  particular  transaction  in  any  designated  security  •will  be  furnished  by  the 
Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency,  Washington,  B.C.,  20226, 
upon  request. 
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(b)  Transactions  after  issue. — The  Bureau  of  the  Public  Debt,  Treasury 
Department,  is  charged  with  matters  relating  to  transactions  in  securities  after 
original  issue.  Correspondence  concerning  such  transactions  and  requests  for 
appropriate  forms  may  be  addressed  to  (1)  the  Federal  Reserve  bank  or  branch 
of  the  district  in  which  the  correspondent  is  located,  or  (2)  the  Bureau  of  the 
Public  Debt,  Division  of  Loans  and  Currency,  Washington,  D.C.,  20226,  or  (3) 
the  Office  of  the  Treasurer  of  the  United  States,  Securities  Division,  Washington, 
D.C.,  20220,  except  where  specific  instructions  are  otherwise  given  in  these 
regulations.     The  addresses  of  the  Federal  Reserve  banks  and  branches  are : 


Federal  Reserve  Bank  of  Boston,  Bos- 
ton, Mass.  02106. 
Federal  Reserve  Bank  of  New  York, 
New  York,  N.Y.  10045. 

Buffalo     Branch,     Buffalo,     N.Y. 
14240. 
Federal    Reserve    Bank    of    Philadel- 
phia, Philadelphia.  Pa.  19101. 
Federal  Reserve  Bank  of  Cleveland, 
Cleveland,  Ohio  44101. 

Cincinnati     Branch,     Cincinnati, 
Ohio  45201. 

Pittsburgh     Branch,     Pittsburgh, 
Pa.  15230. 
Federal  Reserve  Bank  of  Richmond, 
Richmond,  Va.  23213. 

Baltimore  Branch,  Baltimore.  Md. 
21203. 

Charlotte  Branch,  Charlotte,  N.C. 
28201. 
Federal  Reserve  Bank  of  Atlanta,  At- 
lanta, Ga.  30303. 

Birmingham     Branch, 
ham,  Ala.  35202. 
Jacksonville     Branch, 
ville,  Fla.  32201. 
Nashville    Branch, 


Federal  Reserve  Bank  of   St.   Louis, 
P.O.  Box  442.  St.  Louis,  Mo.  63166. 
Little    Rock    Branch,    P.O.    Box 
1261,  Little  Rock,  Ark.  72203. 
Louisville  Branch,  P.O.  Box  899, 
Louisville,  Ky.  40201. 
Memphis  Branch,   P.O.  Box  407, 
Memphis,  Tenu.  38101. 
Federal  Reserve  Bank  of  Minneapolis, 
Minneapolis.  Minn.  55440. 

Helena    Branch,    Helena,    INIont. 
59601. 
Federal  Reserve  Bank  of  Kansas  City, 
Kansas  City,  Mo.  64106. 

Branch,     Denver,     Colo. 


Birming- 


Jackson- 


Nashville, 
Tenn.  37203. 

New    Orleans    Bi'anch,    New    Or- 
leans. La.  70160. 
Federal    Reserve    Bank    of    Chicago, 
P.O.  Box  834,  Chicago.  111.  60690. 
Detroit   Branch,   P.O.    Box   1059, 
Detroit,  Mich.  48231. 


Denver 
80217. 

Oklahoma     City     Branch,     Okla- 
homa City,  Okla.  73101. 
Omaha     Branch,    Omaha,    Nebr. 
68102. 

Federal  Reserve  Bank  of  Dallas,  Sta- 
tion K,  Dallas,  Tex.  75222. 

El  Paso  Branch,  P.O.  Box  100,  El 

Paso.  Tex.  79999. 

Houston  Branch,  P.O.  Box  2578, 

Houston,  Tex.  77001. 

San    Antonio    Branch,    P.O.    Box 

1471,  San  Antonio,  Tex.  78206. 

Federal  Reserve  Bank  of  San  Fran- 
cisco, San  Francisco,  Calif.  94120. 
Los    Angeles    Branch,    P.O.    Box 
2077,  Los  Angeles,  Calif.  90054. 
Portland  Branch,  P.O.  Box  3456, 
Portland,  Oreg.  97208. 
Salt  Lake  Citv  Branch,  P.O.  Box 
780.  Salt  Lake  City.  Utah  84110. 
Seattle    Branch,    P.O.    Box   3567, 
Seattle,  Wash.  98124. 

Sec.  306.2.  Definitions  of  words  and  terms  as  used  in  these  regulations. 

(a)  "Advance  refunding  offer"  is  an  offer  to  a  holder  of  a  security,  in  advance 
of  its  call  or  maturity,  to  exchange  it  for  another  security. 

(b)  "Bearer  securities"  are  those  which  are  payable  on  their  face  at  maturity 
or  call  for  redemption  before  maturity  in  accordance  with  their  terms  to  "bearer," 
the  ownership  of  which  is  not  recorded.  Title  to  such  securities  may  pass  by 
delivery  without  endorsement  and  without  notice.  "Coupon  securities"  are  bearer 
securities  which  are  issued  with  interest  coupons  attached. 

(c)  "Bureau"  refers  to  the  Bureau  of  the  Public  Debt,  Division  of  Loans  and 
Currency,  Washington,  D.C.,     20226. 

(d)  "Call  date"  or  "date  of  call"  is  the  date  fixed  in  the  official  notice  of  call 
publislied  in  the  Federal  Register  as  the  date  on  which  the  obligor  will  make 
payment  of  the  security  before  maturity  in  accordance  with  its  terms. 

(e)  "Court"  means  one  which  has  jurisdiction  over  the  parties  and  the  sub- 
ject matter. 
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(f)  "Department"  refers  to  the  Treasury  Department. 

(g)  "Face  maturity  date"  is  the  payment  date  specified  in  the  text  of  a  security, 
(h)    "Incompetent"    refers    to    a    person    under    any    legal    disahility    except 

minority. 

(i)  "Joint  owner"  and  "joint  ownership"  refer  to  any  permitted  form  of  owner- 
ship by  two  or  more  persons. 

( j )  "Nontransferable  securities"  are  those  issued  only  in  registered  form  which 
according  to  their  terms  are  payable  only  to  the  registered  owners  or  recognized 
successors  in  title  to  the  extent  and  in  the  manner  provided  in  the  offering  cir- 
culars 'or  special  applicable  regulations. 

(k)  "Payment"  and  "redemption,"  unless  otherwise  indicated  by  the  context, 
are  used  interchangeably  for  payment  at  matiirity  or  payment  before  maturity 
pursuant  to  a  call  for  redemption  in  accordance  with  the  terms  of  the  securities. 

(1)  "Redemption-exchange"  is  any  authorized  redemption  of  securities  for  the 
purpose  of  applying  the  proceeds  in  payment  for  other  securities  offered  In  ex- 
change. 

(m)  "Registered  securities"  refers  to  securities  payable  on  their  face  at 
maturity  or  call  for  redemption  before  maturity  in  accordance  with  their  terms 
to  the  persons  whose  names  are  inscribed  thereon. 

(n)  "Securities  assigned  in  blank"  or  "securities  so  assigned  as  to  become,  in 
effect,  payable  to  bearer"  refers  to  registered  securities  which  are  assigned  by 
the  owner  or  his  authorized  representative  without  designating  the  assignee. 
Registered  securities  assigned  simply  to  "The  Secretary  of  the  Treasury"  or  in 
the  case  of  Treasury  Bonds,  Investment  Series  B-1975-S0,  to  "The  Secretary  of 
the  Treasury  for  exchange  for  the  current  Series  EA  or  EO  Treasury  notes"  are 
considered  to  be  so  assigned  as  to  become,  in  effect,  payable  to  bearer. 

(o)  "Taxpayer  identifying  number"  means  the  appropriate  identifying  number 
as  required  on  tax  returns  and  other  documents  submitted  to  the  Internal  Revenue 
Service,  i.e.,  an  individual's  social  security  account  number  or  an  employer  identi- 
fication number.  A  social  security  account  number  is  composed  of  nine  digits 
separated  by  two  hyphens,  for  example,  123— 4r>-67S9 ;  an  employer  identification 
number  is  composed  of  nine  digits  separated  by  one  hyi)hen,  for  example,  12- 
3456789.  The  hyphens  are  an  essential  part  of  the  numbers  and  must  be 
included. 

(p)  "Transferable  securities,''  which  may  be  in  either  registered  or  bearer 
form,  refers  to  securities  which  may  be  sold  on  the  market  and  transfer  of  title 
accomplished  by  assignment  and  delivery  if  in  .registered  form,  or  by  delivery  only 
if  in  bearer  form. 

(q)  "Treasurer's  OfBce"  refers  to  the  Office  of  the  Treasurer  of  the  United 
States,  Securities  Division,  Washington,  D.C.,  20220. 

(r)  "Treasury  securities,"  "TreasuiT  bonds,"  "Treasury  notes,"  "Treasury 
certificates  of  indebtedness,"  and  "Treasury  bills,"  or  simply  "securities," 
"bonds,  "notes,"  "certificates,"  and  "bills,"  unless  otherwise  indicated  by  the 
context,  refer  only  to  transferable  securities. 

Sec.  306.3.  Transportation  charges  and  risks  in  the  shipment  of  securities.— 
The  following  rules  will  govern  transportation  to,  from  and  between  the  Treas- 
ury Department  and  the  Federal  Reserve  banks  and  branches  of  securities  issued 
on  or  presented  for  authorized  transactions : 

( a )  The  securities  may  be  presented  or  received  by  the  owners  or  their  agents 
in  person. 

(b)  Securities  issued  on  original  issue,  unless  delivered  in  person,  wull  be 
delivered  by  .registered  mail  or  by  other  means  at  the  risk  and  expense  of  the 
United  States. 

(e)  The  United  States  will  assume  the  risk  and  expense  of  any  transportation 
of  securities  which  may  be  necessary  between  the  Federal  Reser\'e  banks  and 
branches  and  the  Treasury. 

(d)  Securities  submitted  for  any  transaction  after  original  i.ssue,  if  not  pre- 
sented in  person,  must  be  forwarded  at  the  owner's  risk  and  expense. 

(e)  Bearer  securities  issued  on  transactions  other  than  original  issue  will  be 
delivered  by  registered  mail,  covered  by  insurance,  at  the  owner's  risk  and 
expense,  unless  called  fo,r  in  person  by  the  owner  or  his  agent.  Registered 
securities  issued  on  such  transactions  will  be  delivered  by  registered  mail  at 
the  risk  of,  but  wuthout  expense  to,  the  registeretl  owner.  Should  delivery  by 
other  means  be  desired,  advance  arrangements  should  be  made  with  the  official 
agency  to  which  the  original  securities  were  presented. 


EXHIBITS  211 

SUBPART   B — BEXJISTBATION 

Sec.  306.10.  General. — The  registration  used  must  express  the  actual  owner- 
ship of  a  security,  and  may  not  include  any  restriction  on  the  authority  of  the 
owner  to  dispose  of  it  in  any  manner,  except  as  otherwise  specifically  provided 
iu  these  regulations.  The  Treasury  Department  reserves  the  right  to  treat  the 
registration  as  conclusive  of  ownership.  Requests  for  registration  should  be 
clear,  accurate,  and  complete,  conform  with  one  of  the  forms  set  forth  in  this 
subpart,  and  include  appropriate  taxpayer  identifying  numbers. ^  The  xegistra- 
tiou  of  all  bonds  owned  by  the  same  person,  organization,  or  fiduciary  should  be 
uniform  with  respect  to  the  name  of  the  owner  and,  in  the  case  of  a  fiduciary, 
the  description  of  the  fiduciary  capacity.  Individual  owners  should  be  desig- 
nated by  the  names  by  which  they  are  ordinarily  known  or  under  which  they  do 
business,  preferably  including  at  least  one  full  given  name.  The  name  of  an 
individual  may  be  preceded  by  any  applicable  title,  such  as  '"Dr."  or  "Rev.,"  or 
followed  by  "M.D.,"  "D.D."  or  other  simihir  designation.  "Sr.''  or  "Jr."  or  any 
other  similar  sufhx  should  be  included  when  ordinarily  used  or  when  necessary 
to  distinguish  the  owner  from  a  member  of  his  family.  The  name  of  a  woman 
must  be  preceded  by  "'Miss"  or  "Mrs.,"  unless  some  other  applicable  title  or 
designation  is  used.  A  married  woman's  own  given  name,  not  that  of  her  hus- 
band, must  be  used,  for  example,  "Mrs.  Mary  A.  Jones,"  NOT  "Mrs.  Frank  B. 
Jones."  The  address  should  include,  where  appropriate,  the  number  and  street, 
route,  or  any  other  local  feature  and  the  ZIP  Code. 

Sec.  306.11.  Forms  of  registration  for  transferable  securities. — The  forms  of 
registration  described  below  are  authorized  for  transferable  securities : 

(a)  Natural  persons  in-  their  own  riyht. — In  the  names  of  natural  persons 
who  are  not  under  any  legal  disability,  in  their  own  right,  substantially  as 
follows : 

(1)  One  person. — In  the  name  of  one  individual.     Examples: 
John  A.  Doe   (123-i5-6780) 

Mrs.  Mary  C.  Doe   (123-15-6789) 

Miss  Elizabeth  Jane  Doe   (123-15-6789) 
An  individual  who  is  sole  proprietor  of  a  business  conducted  under  a  trade  name 
may  include  a  reference  to  the  trade  name.     Examples: 

John  A.  Doe,  doing  business  as  Doe's  Home  Appliance  Store  (12-3456789) 
John  A.  Doe   (123—45-6789),  d/b/a  Doe's  Home  Appliance  Store 

(2)  Tivo  or  more  persons — general. — Securities  will  not  be  registered  in  the 
name  of  one  person  payable  on  death  to  another,  or  in  any  form  which  purports 
to  authorize  transfer  by  less  than  all  the  ijersons  named  in  the  registration  (or 
all  the  survivors)."  Securities  will  not  be  registered  in  the  fonns  "John  A.  Doe 
and  Mrs.  Mary  C.  Doe,  or  either  of  them"  or  "William  C.  Doe  or  Henry  J.  Doe, 
or  either  of  them"  and  securities  so  assigned  will  be  treated  as  though  the 
words  "or  either  of  them"  do  not  appear  in  the  assignments.  The  taxpayer 
identifying  number  of  any  of  the  joint  owners  may  be  shown  on  securities 
registered  in  joint  ownership  form.  However,  if  such  owners  are  husband  and 
wife,  the  husband's  number  should  be  shown.  If  the  joint  owners  are  a  minor 
and  an  adult,  the  adult's  number  should  be  shown. 

(i)  M^ith  right  of  survivorship. — In  the  names  of  two  or  more  individuals 
with  right  of  survivorship.     Examples : 

John  A.  Doe  (123-45-6789)  or  Mrs.  Mary  C.  Doe  or  the  survivor 
Mrs.  Mary  C.  Doe  and  John  A.  Doe  (123-45-6789)  or  the  survivor 

1  Taxpayer  identifying  numbers  are  not  required  for  foreign  governments,  nonresident 
aliens  not  engaged  in  trade  or  business  within  tiie  United  States,  international  organiza- 
tions and  foreign  corporations  not  engaged  in  trade  or  business  and  not  having  an  office 
or  place  of  business  or  a  financial  or  paying  agent  within  the  United  States,  and  other 
persons  or  organizations  as  may  be  exempted  from  furnishing  such  numbers  under  regula- 
tions of  the  Internal  Revenue  Service. 

2  \VAR\IN(J  :  DIFFERENCE  BETWEEN  TRANSFERABLE  TREASURY  SECURITIES 
REGISTERED  IN  THE  NAMES  OF  TWO  OR  MORE  PERSONS  AND  UNITED  STATES 
SAVINGS  BONDS  IN  COOWNERSHIP  FORM.  The  effect  of  registering  Treasury  secu- 
rities to  which  these  regulations  apply  in  the  names  of  two  or  more  persons  differs 
decidedly  from  registration  of  savings  bonds  in  coownership  form.  Savings  bonds  are 
virtually  redeemable  on  demand  at  the  option  of  either  coowner  on  his  signature  alone. 
Transferable  Treasury  securities  are  redeemable  only  at  maturity  or  upon  prior  call  by  the 
Secretary  of  the  Treasury.  Accordingly,  if  cash  is  needed  before  such  time,  it  can  be 
realized  only  by  sale  on  the  market.  This  involves  a  transfer  of  ownership  wliich  can  be 
accomplished  only  upon  proper  assignment  by  or  in  behalf  of  all  owners. 
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John  A.  Doe  ( 123-4ri-G789 )  or  Mrs.  Mary  C.  Doe  or  Miss  Mary  Ann  Doe  or 

the  survivors  or  survivor 
John  A.  Doe  ( 123-45-6789)  or  Mrs.  Mary  O.  Doe 
John  A.  Doe  (123-45-6789)   and  Mrs.  Mary  C.  Doe 

(ii)  Without  right  of  survivorship.- — In  the  names  of  two  or  more  individuals 
in  sucli  manner  as  to  preclude  the  right  of  survivorship.     Examples : 

John  A.  Doe  ( 123-45-6789)  and  William  A  Doe  as  tenants  in  common 
John  A.  Jones  as  natural  giiardian  of  Henry  B.  Jones,  a  minor,  or  Robert 
C  Jones  (123-45-6789),  without  right  of  survivorship 

(b)  Minor's  and  incompetents. —  (1)  Natural  guardians  of  minors. — A  se- 
curity may  be  registered  in  the  name  of  a  natural  guardian  of  a  minor  for  whose 
estate  no  legal  guardian  or  similar  representative  has  legally  qualified. 
Example : 

John  R.  Jones  as  natural  guardian  of  Henry  M.  Jones,  a  minor  (123-45-6789) 

Either  parent  with  whom  the  minor  resides,  or  if  he  does  not  reside  with  either 
parent,  the  person  who  furnishes  his  chief  support,  will  be  recognized  as  his 
natural  guardian  and  will  be  considered  a  fiduciary.  Registration  in  the  name 
of  a  minor  in  his  own  right  as  owner  or  as  joint  owner  is  not  authorized. 
Securities  so  registered,  upon  qualification  of  the  natural  guardian,  will  be 
treated  as  though  registered  in  the  name  of  the  natural  guardian  in  that 
capacity. 

(2)  Custodian  under  statute  authorizing  gifts  to  minors. — A  security  may  be 
purchased  as  a  gift  to  a  minor  under  a  gifts  to  minor  statute  in  effect  in  a 
State  in  which  either  the  donor  or  the  minor  resides,  in  which  case  the  security 
should  be  registered  as  provided  in  the  statute,  with  the  addition  of  a  paren- 
thetical reference  identifying  the  statute  if  the  registration  does  not  clearly 
identify  it.     Examples : 

William  C.  Jones,  as  custodian  for  John  A.  Smith,  a  minor   (123-45-6789), 

under  the  California  Uniform  Gifts  to  Minors  Act 
Rol)ert  C.  Smith,  as  custodian  for  Henry  L.  Brown,  a  minor  (123-45-6789), 

imder  the  laws  of  Georgia  (Ch.  48-3,  Code  of  Ga.  Anno.) 

(3)  Incompetents  not  under  guardianship. — Registration  in  the  form  "John 
A.  Brown,  an  incompetent  (123—4.5-6789),  under  voluntary  guardianship,"  is 
permitted  only  on  reissue  after  a  voluntary  guardian  has  qualified  for  the  pur- 
pose of  collecting  interest.  (See  sees.  306.37(c)  (2)  and  306.57(c)  (2).)  Other- 
wise, registration  in  the  name  of  an  incompetent  not  under  legal  guardianship 
is  not  autliorized. 

(e)  Executors,  administrators,,  guardians,  and  similar  representatives  or 
fiduciaries. — A  security  may  be  registered  in  the  names  of  legally  qualified 
executors,  administrators,  guardians,  conservators,  or  similar  representatives 
or  fiduciaries  of  a  single  estate.  The  names  and  capacities  of  all  the  representa- 
tives or  fiduciaries,  as  shown  in  their  letters  of  appointment,  must  be  included 
in  the  registration  and  must  be  followed  by  an  adequate  identifying  reference 
to  the  estate.     Examples  : 

John  Smith,  executor  of  the  will  (or  administrator  of  the  estate)  of  Henry 

J.  Jones,  deceased  (123-45-6789) 
William  C.  Jones,  guardian  (or  conservator,  etc.)  of  the  estate  of  James  D. 

Brown,  a  minor  (or  an  incompetent)    (123^5-6789) 

(d)  Private  trust  estates. — A  security  may  be  registered  in  the  name  and  title 
of  the  trustee  or  trustees  of  a  single  duly  constituted  private  trust,  followed  by 
an  adequate  identifying  reference  to  the  authority  governing  the  trust. 
Examples : 

John  Jones  and  Blank  Trust  Company,  Albany,  N.Y.,  trustees  under  the  will 

of  Sarah  Jones,  deceased  (12-3456789) 
John  Doe  and  Richai'd  Roe,  trustees  under  agreement  with  Henry  Jones 

dared  2/9/50  (12-3456789) 
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The  names  of  all  trustees,  in  the  form  used  in  the  trust  instrument,  must  be  in- 
cluded in  the  registration,  except  as  follows  : 

(1)  If  there  are  several  trustees  designated  as  a  board  or  authorized  to  act  as 
a  unit,  their  names  should  be  omitted  and  the  words  "Board  of  Trustees"  should 
be  substituted  for  the  word  "trustees."    Example  : 

Board  of  Trustees  of  Blank  Company  Retirement  Fund  under  collective 
bargaining  agreement  dated  6/30/50  (12-3456789) 

(2)  If  the  trustees  do  not  constitute  a  board  or  otherwise  act  as  a  unit,  and  are 
either  too  numerous  to  be  designated  in  the  inscription  by  names  and  title,  or 
serve  for  limited  terms,  some  or  all  of  the  names  may  be  omitted.    Examples : 

John  Smith,  Henry  Jones,  et  al.,  trustees  under  the  will  of  Henry  J.  Smith, 

deceased  (12-34567S9) 
Trustees  under  the  will  of  Henry  J.  Smith,  deceased  (12-3456789) 
Trustees  of  Retirement  Fund  of  Industrial  Manufacturing  Co.,  under  direc- 
tors' resolution  of  6/30/50    (12-34567S9) 

(e)  Private  organizations  (corporations,  unincorporated  associations,  and 
partncrsliips). — A  security  may  be  I'egistered  in  the  name  of  any  private  corpo- 
ration, unincorporated  association,  or  partnership.  The  full  legal  name  of  the 
organization,  as  set  forth  in  its  charter,  articles  of  incorporation,  constitution, 
partnership  agreement,  or  other  authority  from  which  its  powers  are  derived, 
must  be  included  in  the  registration,  and  may  be  followed,  if  desired,  by  a  paren- 
thetical reference  to  a  particular  account  or  fund  other  than  a  trust  fund,  in 
accordance  with  the  rules  and  examples  given  below : 

(1)  A  corporation. — The  name  of  a  business,  fraternal,  religious,  or  other 
private  corporation  must  be  followed  by  descriptive  words  indicating  the  corpo- 
rate status  unless  the  term  "corporation"  or  the  abbreviation  "Inc."  is  part  of 
the  name  or  the  name  is  that  of  a  corporation  or  association  organized  under 
P"'ederal  law,  such  as  a  national  bank  or  Federal  savings  and  loan  association. 
Examples : 

Smith  Manufacturing  Company,  a  corp.   (12-3456789) 
The  Standard  Manufacturing  Corp.  (12-3456789) 
Jones  &  Brown,  Inc.  (12-3456789)    (Depreciation  Acct.) 
First  National  Bank  of (12-3456789) 

(2)  An  unincorporated  association. — The  name  of  a  lodge,  club,  labor  union, 
veterans'  organization,  religious  society,  or  similar  self-governing  organization 
which  is  not  incorporated  (whether  or  not  it  is  chartered  by  or  affiliated  with  a 
parent  organization  which  is  incorporated)  must  be  followed  by  the  words  "an 
unincorporated  association."    Examples : 

American  Legion  Post  No. ,  Department  of  the  D.C.,  an  unincorporated 

assn.  (12-34.56789) 

Local  Union  No.  100,  Brotherhood  of  Locomotive  Engineers,  an  unincorpo- 
rated association  (12-3456789) 

Securities  should  not  be  registered  in  the  name  of  an  unincorporated  association 
if  the  legal  title  to  its  property  in  general,  or  the  legal  title  to  the  funds  with 
which  the  securities  are  to  be  purchased,  is  held  by  trustees.  In  such  a  case 
the  .securities  should  be  registered  in  the  title  of  the  trustees  in  acc(u-dance  with 
(d)  of  this  section.  The  term  "unincoi'porated  association  "  should  not  be  used 
to  describe  a  trust  fund,  a  partnership,  or  a  business  conducted  under  a  trade 
name. 

(3)  A  partnersliip. — The  name  of  a  partnership  must  be  followed  by  the  words 
"a  partnership."    Examples : 

Smith  &  Brown,  a  partnership  (12-3456789) 

Acme  Novelty  Co.,  a  limited  partnership  (12-3456789) 

(f )  States,  public  bodies  and  corporations,  and  public  officers. — A  security  may 
be  registered  in  the  name  of  a  State  or  county,  city,  town,  village,  school  district, 
or  other  political  entity,  public  body  or  corporation  established  by  law  (includ- 
ing a  board,  commission,   administration,  authority,  or  agency)    which  is  the 
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owner  or  official  custodian  of  public  funds,  other  than  trust  funds,  or  in  the  full 
legal  title  of  the  public  officer  having  custody.     Examples : 

State  of  Maine 

Town  of  Rye,  N.Y. 

Maryland  State  Highway  Commission 

Treasurer,  City  of  Springfield,  111. 

Treasurer  of  Rhode  Island  ( State  Forestry  Fimd) 

(g)  States,  puhlic  offlcers,  corporations,  or  bodies  as  trustees. — A  security 
may  be  registered  in  the  title  of  a  public  officer  or  in  the  name  of  a  State  or 
county,  a  public  corporation  or  public  body  acting  as  trustee  under  express  au- 
thority of  law,  followed  by  api)ropriate  reference  to  the  statute  creating  the 
trust.     Examples : 

Insurance   Commissioner  of  Pennsylvania,   trustee  for  the  benefit   of   the 

policyholders  of  the  Blank  Insurance  Co.  (12-3456789),  under  Sec. , 

Penna.  Stats. 

Rhode  Island  Sinking  Fund  Commission,  trustee  of  the  General  Sinking 
Fund  under  Ch.  35,  Gen.  Laws  of  R.I. 

Sec.  306.12.  Errors  in  registration. — If  an  erroneously  inscribed  security  is 
received  it  should  not  be  altered  in  any  respect,  but  the  Bureau,  a  Federal  Reserve 
bank  or  branch,  or  the  Treasurer's  Office  should  be  furnished  full  particulars 
concerning  the  error  and  asked  to  furnish  instructions. 

Sec.  306.13.  Nontransferable  seenrities. — Upon  authorized  reissue.  Treasury 
Bonds,  Investment  Series  B-1975-80,  may  be  registered  in  the  forms  set  forth  in 
sec.  306.11. 

SUBPART   C — TRANSFERS,    EXCHANGES,    AND   REISSUES 

Sec.  306.15.    Transfers  and  exchanges  of  seenrities — closed  periods. 

(a)  General. — The  transfer  of  registered  securities  should  be  made  by  assign- 
ment in  accordance  with  Subpart  F.  Transferable  registered  securities  are 
eligible  for  denominational  exchange  and  exchange  for  bearer  securities.  Bearer 
securities  are  eligible  for  denominatifmal  exchange,  and  when  so  provided  in  the 
offering  circular,  are  eligible  for  exchange  for  registered  securities.  Specific 
instructions  for  issuance  and  delivery  of  the  new  securities,  signed  by  the  owner 
or  his  authorized  representative  must  accompany  the  securities  presented. 
(Form  PD  1642,  1643,  1644.  or  1827,  as  appropriate,  may  be  used.)  Denomina- 
tional exchanges,  exchanges  of  Treasury  Bonds,  Investment  Series  B-1975-80, 
for  the  current  series  of  P]A  or  EO  IV^  percent  5-year  Treasury  notes,  and 
optional  redemption  of  bonds  at  par  as  provided  in  sec.  306.28  may  be  made 
at  any  time.  Securities  presented  for  transfer  or  for  exchange  for  bearer 
securities  of  the  same  issue  must  be  received  by  the  Bureau  not  less  than  one 
full  month  before  the  date  on  which  the  securities  mature  or  become  redeemable 
pursuant  to  a  call  for  redemption  before  maturity,  and  any  security  so  presented 
which  is  received  too  late  to  comply  with  this  provision  will  be  accepted  for 
payment  only. 

(b)  Closing  of  transfer  books. — The  transfer  books  are  closed  for  one  full 
month  preceding  interest  payment  dates  and  call  or  maturity  dates.  If  the  date 
set  for  closing  of  the  transfer  books  falls  on  Saturday,  Sunday,  or  a  legal 
holiday,  the  books  will  be  closed  as  of  the  close  of  business  on  the  last  business 
day  preceding  that  date.  If  registered  securities  which  have  not  matured  or 
been  called  are  received  by  the  Bureau  for  transfer,  reissue,  or  exchange  for 
coupon  securities,  or  coupon  securities  which  have  not  matured  or  been  called 
are  received  for  exchange  for  registered  securities  during  the  time  the  books  for 
that  loan  are  closed,  the  transaction  will  not  be  completed  luitil  the  first  business 
day  following  the  date  on  which  interest  falls  due,  when  such  books  are  reopened. 
If  registered  securities  are  received  for  transfer  or  exchange  for  bearer  securities, 
or  coupon  securities  are  received  for  exchange  for  registered  securities,  during 
the  time  the  books  are  closed  for  payment  of  final  interest  at  maturity  or  call, 
unless  otherwise  provided  in  the  offering  circular  or  notice  of  call,  the  following 
action  will  be  taken  : 

(1)  Payment  of  final  interest  will  be  made  to  the  registered  owner  of  record 
on  the  date  the  books  were  closed. 

(2)  Payment  of  principal  will  be  made  to  (i)  the  assignee  under  a  proper 
assignment  of  the  securities,  or  (ii)   if  the  securities  have  been  assigned  for 
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exchange  for  bearer  securities,  to  tlie  registered  owner  of  record  on  ttie  date 
the  books  were  closed. 

Sec.  300.lt).  Denominational  exchanges  of  reyistered  securities. — No  assign- 
ment will  be  required  for  the  authorized  exchange  of  registered  securities  for 
like  securities  in  the  same  names  in  other  authorized  denominations. 

Sec.  30t>.17.  Exchanyes  of  registered  securities  for  coupon  securities. — Reg- 
istered securities  submitted  fur  exchange  for  coupon  securities  should  be  assigned 
to  "The  Secretary  of  the  Treasury  for  exchange  for  coupon  securities  to  be 
delivered  to  (inserting  the  name  and  address  of  the  person  to  whom  delivery  of 
the  coupon  securities  is  to  be  made)."  Assignments  to  "The  Secretary  of  the 
Treasurj'  for  exchange  for  coupon  securities,"  or  assignments  in  blank  will  also 
be  accepted.  The  coupon  securities  issued  upon  exchange  will  have  all  un- 
matured coupons  attached. 

Sec.  300.18.  Exchange  of  coupon  securities  for  registered  securities. — Coupon 
securities  presented  for  exchange  for  registered  securities  should  have  all  ma- 
tured interest  coupons  detached.  All  unmatured  coupons  should  be  attached, 
except  that  if  presented  when  the  transfer  books  are  closed  (in  which  case  the 
exchange  will  be  effected  on  or  after  the  date  on  which  the  books  are  reopened), 
the  next  maturing  coupons  should  be  detached  and  held  for  collection  in  ordinary 
course  when  due.  If  any  coupons  which  should  be  attached  are  missing,  the 
securities  must  be  accompanied  by  a  remittance  in  an  amount  equal  to  the  face 
amount  of  the  missing  coupons.  The  new  registered  securities  will  bear  interest 
from  the  interest  payment  date  next  preceding  the  date  on  which  the  exchange 
is  made. 

Sec.  300.19.  Denominational  exchanges  of  coupon  securities. — All  matured  in- 
terest coupons  and  all  luimatured  coupons  likely  to  mature  before  an  exchange 
can  be  completed  should  be  detached  from  securities  presented  for  denomina- 
tional exchange.  All  unmatured  coupons  should  be  attached.  If  any  are  missing, 
the  securities  must  be  accompanied  by  a  remittance  in  an  amount  equal  to  the 
face  amount  of  the  missing  coupons.  The  new  coupon  securities  will  have  all 
unmatured  coupons  attached. 

Sec.  300.20.  Reissue  of  registered  transferable  securities. — Assignments  are  not 
required  for  reissue  of  registered  transferable  securities  in  the  name(s)  of  (a) 
the  surviving  joint  owner  (s)  of  securities  registered  in  the  names  of  or  assigned 
to  two  or  more  persons,  unless  the  registration  or  assignment  includes  words 
which  preclude  the  right  of  survivorship,  (b)  a  succeeding  fiduciary  or  other 
lawful  successor,  (c)  an  individual,  corporation  or  unincorporated  association 
whose  name  has  been  legally  changed,  (d)  a  corporation  or  unincorporated 
association,  which  is  the  lawful  successor  to  another  corporation  or  unincor- 
porated association,  and  (e)  a  successor  in  title  to  a  public  officer  or  body. 
Evidence  of  survivorship,  succession,  or  change  of  name,  as  appropriate,  must 
be  furnished.  The  appropriate  taxpayer  identifying  number  also  must  be  fur- 
nislied  if  the  registration  of  the  securities  submitted  does  not  include  such 
number  for  the  person (s)  or  organization  to  be  named  on  the  reissued  securities. 

Sec.  300.21.  Reissue  of  nontransferable  securities. 

(a)  Treasury  Bonds,  Investment  Series  A-1965. — ^Bonds  of  this  series  may  be 
reissued  only  when  (1)  the  name  of  an  owner  has  been  changed,  (2)  the  trustees 
in  whose  names  the  bonds  are  registered  have  been  succeeded  by  other  trustees, 
and  (3)  the  corporation,  unincorporated  association,  or  fund  in  whose  name  the 
bonds  are  registered  has  been  succeeded  by  another  corporation  or  unincorpo- 
rated association  or  fund,  by  operation  of  law  or  otherwise,  whereby  the  business 
or  activities  of  the  original  organization  or  fund  are  continued  without  sub- 
stantial change  in  the  successor.  Bonds  presented  for  reissue  must  be  accom- 
panied by  pertinent  evidence  and  an  appropriate  request  for  reissue.  (Form 
PD  2108  should  be  used. ) 

(b)  Treasury  Bonds,  Investment  Series  B-1975-S0. — Bonds  of  this  series  may 
be  reissued  only  in  the  names  of  (1)  lawful  successors  in  title,  (2)  the  legal 
representatives  or  distributees  of  a  deceased  owner's  estate,  or  the  distributees 
of  a  trust  estate,  and  (3)  State  supervisory  authorities  in  pursuance  of  any 
pledge  required  of  the  owner  under  State  law,  or  upon  termination  of  the  pledge 
in  the  names  of  the  pledgors  or  their  successors.  Bonds  presented  for  reissue 
must  be  accompanied  by  evidence  of  entitlement. 

Sec.  300.22.  Exchange  of  Treasury  Bonds,  Investment  Series  B-1975-80. — 
Bonds  of  this  series  presented  for  exchange  for  1%  percent  5-year  Treasury  notes 
must  bear  duly  executed  assignments  to  "The  Secretary  of  the  Treasury  for 
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exchange  for  the  current  series  of  EA  or  EO  Treasury  notes  to  be  delivered  to 
(inserting  the  name  and  address  of  the  person  to  whom  the  notes  are  to  be 
delivered)."  The  notes  will  bear  the  April  1  or  October  1  date  next  preceding 
the  date  the  bonds,  duly  assigned  with  supporting  evidence,  if  necessary,  are 
received  by  the  Bureau  or  a  Federal  Reserve  bank  or  branch.  Interest  accrued 
at  the  rate  of  2%  percent  on  the  bonds  surrendered  from  the  next  preceding 
interest  payment  date  to  the  date  of  exchange  will  be  credited,  and  interest  at 
the  rate  of  1%  percent  on  the  notes  for  the  same  period  will  be  charged  and 
the  difference  will  be  paid  to  the  owner. 

SUBPART   D REDEMPTION    OR   PAYMENT 

Sec.  306.2.5.  Presentation  and  surrender. 

(a)  General. — Securities,  whether  in  registered  or  bearer  form,  are  payable 
in  regular  course  of  business  at  maturity  unless  called  for  redemption  before 
maturity  in  accordance  with  their  terms,  in  which  case  they  will  be  payable 
in  regular  course  of  business  on  the  date  of  call.  The  Secretary  of  the  Treasury 
may  provide  for  the  exchange  of  maturing  or  called  securities,  or  in  advance 
of  call  or  maturity,  may  affoi'd  owners  the  opportunity  of  exchanging  a  security 
for  another  security  pursuant  to  an  advance  refunding  offer.  Registered  securi- 
ties should  be  presented  and  surrendered  for  redemption  to  the  Bureau,  a  Fed- 
eral Reserve  bank  or  branch,  or  the  Treasurer's  Office,  and  bearer  securities  to 
a  Federal  Reserve  bank  or  branch  or  the  Treasurer's  Office.^  If  securities  are 
registered  in  the  name  of,  or  assigned  to  (1)  a  State  or  other  political  entity,  (2) 
a  corporation,  or  (3)  a  board,  committee  or  other  body  authorized  to  act  as  a 
unit  and  which  is  the  fiduciary  of  a  public  or  private  trust  estate,  no  evidence 
will  be  required  in  support  of  an  assignment  by  an  officer  of  the  registered 
owner  or  assignee  for  redemption  for  its  account.  Under  the  same  circum- 
stances, no  evidence  will  be  required  for  an  assignment  for  redemption-exchange, 
or  exchange  pursuant  to  an  advance  refunding  offer,  if  the  new  securities  are 
to  be  registered  exactly  the  same  as  the  registration  or  assignment  of  the  securi- 
ties surrendered.  To  the  extent  appropriate,  these  rules  also  apply  to  securities 
registered  in  the  title  of  a  public  officer  who  is  the  official  custodian  of  public 
funds. 

(b)  "Overdue"  securities. — If  a  bearer  security  or  a  registered  security  as- 
signed in  blank,  or  to  bearer  or  so  assigned  as  to  become,  in  effect,  payable  to 
bearer,  is  presented  and  surrendered  for  redemption  after  it  has  become  overdue, 
the  Secretary  of  the  Treasury  may  require  satisfactory  proof  of  ownership. 
(Form  PD  1071  may  be  used.)  A  security  shall  be  considered  to  be  overdue  after 
the  lapse  of  the  following  periods  of  time  from  its  face  maturity : 

( 1 )  One  year  for  Treasury  bonds. 

(2)  Six  months  for  Treasury  notes  and  certificates  of  indebtedness. 

(3)  Three  months  for  Treasury  bills. 

(4)  Other  secui-ities : 

( i )   One  year  for  securities  issued  for  a  term  of  five  years  or  longer, 
(ii)    Six  months  for  securities  issued  for  a  term  of  one  year  or  more  but 
less  than  five  years. 

(iii)   Three  months  for  securities  issued  for  a  term  of  less  than  one  year. 

Sec.  30G.26.  Redemption  of  registered  securities  at  maturity,  upon  prior  call, 
or  for  advance  refunding. — Registered  securities  presented  and  surrendered  for 
redemption  at  maturity  or  pursuant  to  a  call  for  redemption  before  maturity 
should  be  assigned  to  "The  Seci'etary  of  the  Treasury  for  redemption,"  unless 
the  assignor  de.sires  that  payment  be  made  to  some  other  person,  in  which  case 
the  assignments  should  be  made  to  "The  Secretary  of  the  Treasury  for  redemp- 
tion for  the  account  of  (inserting  name  and  address  of  person  to  whom  payment 
is  to  be  made)."  Assignments  in  blank  or  other  assignments  having  a  similar 
effect  will  be  accepted  but  specific  instructions  for  the  issuance  and  delivery  of 
the  redemption  check,  signed  by  the  owner  or  his  authorized  representative, 
must  accompany  the  securities,  unless  included  in  the  assignment.  (Form 
PD  170."  may  be  used.)  Payment  of  the  principal  will  be  made  either  (a)  by 
check  drawn  on  the  Treasurer  of  the  United  States  to  the  order  of  the  person 


1  See  sec.  .'100.2!=!  for  presentation  and  surrender  of  securities  eligible  for  use  in  payment 
of  Federal  estate  taxes. 
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entitled  and  mailed  in  accordance  with  the  instructions  received,  or  (b)  upon 
appropriate  request,  by  crediting  the  amount  in  a  member  bank's  account  with 
the  Federal  Reserve  bank  of  its  district.  Securities  presented  for  advance  re- 
funding should  be  assigned  as  provided  in  the  advance  refunding  offer. 

Sec.  30().27.  Redemption  of  hcurcr  securities  at  maturity,  upon  prior  call,  or 
for  advance  refunding. — All  intei'est  coupons  due  and  payable  on  or  before  the 
date  of  maturity  or  date  fixed  in  the  call  for  redemption  before  maturity  should 
be  detached  from  coupon  seciirities  presented  for  redemption  and  should  be 
collected  separately  in  regular  course.  All  coupons  bearing  dates  subseciuent 
to  a  date  fixed  in  a  call  for  redemption,  or  an  oft'er  of  advance  refunding,  should 
be  left  attached  to  the  securities.  If  any  such  coupons  are  missing  the  full 
face  amount  thereof  will  be  deducted  from  the  payment  to  be  made  upon  redemp- 
tion or  the  advance  refunding  adjustment  unless  satisfactory  evidence  of  their 
destruction  is  submitted.  Any  amounts  so  deducted  will  be  held  in  the  De- 
partment to  provide  for  adjustments  or  refunds  in  the  event  that  the  missing 
coupons  should  be  subsequently  presented  or  their  destruction  is  later  satis- 
factorily established.  In  the  absence  of  other  instructions,  payment  of  bearer 
securities  will  be  made  by  check  drawn  to  the  order  of  the  person  presenting 
and  surrendering  the  securities  and  mailed  to  him  at  his  address,  as  given  in 
the  advice  which  should  accompany  the  securities.  (Form  PI)  1704  may  be  used.) 
A  Federal  Reserve  bank,  upon  appropriate  request,  may  make  payment  to  a 
member  bank  from  which  bearer  securities  are  received  by  crediting  the  amount 
in  the  member  bank's  account. 

Sec.  .■50{>.28.  Optional  redemption  of  Treasury  bonds  at  par  (before  maturity 
or  call  redemption  date)  and  application  of  the  proceeds  in  payment  of  Federal 
estate  taxes. 

(a)  General. — All  Treasury  bonds  to  be  redeemed  at  par  for  the  purpose  of 
applying  the  proceeds  to  payment  of  Federal  estate  taxes  on  a  decedent's  estate^ 
must  be  presented  and  surrendered  to  a  Federal  Reserve  bank  or  branch  or  the 
Bureau.  They  should  be  accompanied  by  Form  PD  1782,  fully  completed  and 
duly  executed  in  accordance  with  the  instructions  on  the  form,  and  evidence 
as  described  therein.  Redemption  will  be  made  at  par  plus  accrued  interest 
from  the  last  preceding  interest  payment  date  to  the  date  of  redemption,  except 
that  if  registered  bonds  ai"e  received  by  a  Federal  Reserve  bank  or  branch  or 
the  Bureau  within  one  month  preceding  an  interest  payment  date  for  redemption 
before  that  date  a  deduction  will  be  made  for  interest  from  the  date  of  redemp- 
tion to  the  interest  payment  date,  and  a  check  for  the  full  six  months'  interest 
will  be  paid  in  due  course.  The  proceeds  of  redemption  will  be  deposited  to  the 
credit  of  the  district  director.  Internal  Revenue  Service,  designated  in  Form 
PD  17S2,  the  representative  of  the  estate  will  be  notified  of  the  deposit,  and  the 
district  director  will  forward  a  formal  receipt. 

(ft)  Conditions. — The  bonds  presented  for  redemption  under  this  section  must 
have  (1)  been  owned  by  the  decedent  at  the  time  of  his  death  and  (2)  thereupon 
constituted  part  of  his  estate,  as  determined  by  the  following  rules  in  the  case 
of  joint  ownership,  partnership,  and  trust  holdings  : 

(i)  Joint  ownerships. — Bonds  held  by  the  decedent  at  the  time  of  his  death 
in  joint  ownership  with  another  person  or  persons  will  be  deemed  to  have  met 
the  above  conditions  either  (a)  to  the  extent  to  which  the  bonds  actually  became 
the  i)r(ipert.v  of  the  decedent's  estate,  or  (b)  in  an  amount  not  to  exceed  the 
amount  of  the  Federal  estate  taxes  which  the  surviving  joint  owner  or  owners 
are  required  to  pay  on  account  of  such  bonds  and  other  jointly-held  property.^ 

(ii)  Partnerships. — Bonds  held  at  the  time  of  the  decedent's  death  by  a  part- 
nership in  which  he  had  an  interest  will  be  deemed  to  have  met  the  above  condi- 
tions to  the  extent  of  his  fractional  share  of  the  bonds  so  held  proportionate  to 
his  interest  in  the  assets  of  the  partnership. 


1  Certain  Issues  of  Treasury  bonds  are  redeemable  at  par  and  accrued  Interest  upon  the 
death  of  the  owner,  at  the  option  of  the  representative  of,  or  if  none,  the  persons  entitled 
to.  his  estate,  for  the  purpose  of  having:  the  euiire  proceeds  applied  in  payment  of  the 
Federal  estate  taxes  on  the  decedent's  estate,  in  accordance  with  the  terms  of  the  offering 
circulars  cited  on  the  face  of  the  bonds.  A  current  list  of  elisilile  issues  may  be  obtained 
from  any  Federal  Reserve  bank  or  branch,  the  Bureau  of  the  Public  Debt,  or  the  Treasurer's 
Office. 

-  Substantially  the  same  rule  applies  to  community  property  except  that  upon  the  death 
of  eitlier  spouse  bonds  which  constitute  part  of  the  community  estate  are  deemed  to  meet 
the  required  conditions  to  the  extent  of  one-half  of  each  loan  and  issue  of  bonds. 
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(iii)  Trusts. — Bonds  held  in  trust  at  the  time  of  the  decedent's  death  will  be 
deemed  to  have  met  the  above  conditions  in  an  amount  not  to  exceed  tlie  amount 
of  the  Federal  estate  taxes  if  (a)  the  trust  actually  terminated  in  favor  of 
the  decedent's  estate,  or  (b)  the  trustee  as  such  is  required  to  pay  the  decedent's 
Federal  estate  taxes  under  the  terms  of  the  trust  instrument  or  otherwise,  or  (c) 
the  debts  of  the  decedent's  estate,  including  costs  of  administration.  State 
inheritance  and  Federal  estate  taxes,  exceed  the  assets  of  his  estate  without 
regard  to  the  ti'ust  estate. 

(c)  Transactions  after  owner's  death. — No  transactions  involving  changes  of 
ownership  may  be  conducted  after  an  owner's  death  without  allecting  the  eligi- 
bility of  the  bonds  for  redemption  at  par  for  application  of  the  proceeds  to  pay- 
ment of  Federal  estate  taxes.  Transactions,  involving  no  changes  of  ownership, 
which  may  be  conducted  without  affecting  eligil)ility  are  (1)  exchange  of  bonds 
for  those  of  lower  denominations  where  the  bonds  exceed  the  amount  of  the  taxes 
and  are  not  in  the  lowest  authorized  denominations,  (2)  exchange  of  registered 
bonds  for  coupon  bonds.  (.3)  exchange  of  coupon  bonds  for  bonds  registered  in 
the  names  of  the  representatives  of  the  estate,  and  (4)  transfer  to  the  names 
of  the  representatives  of  the  owner's  estate.  However,  any  such  transactions 
must  be  explained  on  Form  PD  1782  or  in  a  supplemental  statement. 

SUBPART    E INTEREST 

Sec.  306.3.5.  Computation  of  Interest. — The  interest  on  Treasury  securities 
accrues  and  is  payable  on  a  semiannual  basis  unless  otherwise  provided  in  the 
circular  oifering  them  for  sale  or  exchange.  If  the  period  of  accrual  is  an  exact 
six  months,  the  interest  accrual  is  an  exact  one-half  year's  interest,  without  re- 
gard to  the  number  of  days  in  the  period.  If  the  period  of  accrual  is  less  than  an 
exact  six  months,  the  accrued  interest  is  computed  by  determining  the  daily  rate 
of  accrual  on  the  basis  of  the  exact  number  of  days  in  the  full  interest  period  and 
multiplying  the  daily  rate  by  the  exact  number  of  days  in  the  fractional  period  for 
which  interest  has  actually  accrued.  A  full  interest  period  does  not  include  the 
day  as  of  which  the  securities  were  issued  or  the  day  on  which  the  last  preceding 
interest  became  due,  but  does  include  the  day  on  which  the  next  succeeding 
interest  payment  is  due.  A  fractional  part  of  an  interest  period  does  not  include 
the  day  as  of  which  the  securities  were  issued  or  the  day  on  which  the  last  pre- 
ceding interest  payment  became  due,  but  does  include  the  day  as  of  which 
the  transaction  terminating  the  accrual  of  interest  is  effected.  The  29th  of 
February  in  a  leap  year  is  included  whenever  it  falls  within  either  a  full  interest 
period  or  a  fractional  part  thereof.' 

Sec.  306.36.  Termination  of  interest. — Securities  will  cease  to  bear  interest  on 
the  date  of  their  maturity  unless  they  have  been  called  for  redemption  before 
maturity  in  accordance  with  their  terms,  in  which  case  they  will  cease  to  bear 
interest  on  the  date  of  call. 

Sec.  306.37.  Interest  on  registered  securities. 

(a)  Method  of  payment. — The  intere.st  on  registered  securities  is  payable  by 
checks  drawn  on  the  Treasurer  of  the  United  States  to  the  order  of  the  registered 
owners,  except  as  otherwise  provided  herein.  Interest  checks  are  prepared  by 
the  Department  in  advance  of  the  interest  payment  date  and  are  ordinarily  mailed 
in  time  to  reach  the  addressees  on  that  date.  Interest  on  a  registered  security 
\vhich  has  not  matured  or  been  called  and  which  is  presented  for  any  transaction 
during  the  period  the  books  for  that  loan  are  closed  will  be  paid  by  check 
drawn  to  the  order  of  the  registered  owner  of  record.  Upon  receipt  of  notice 
of  the  death  or  incompetency  of  an  individual  named  as  registered  owner,  a 
change  in  the  name  or  in  the  status  of  a  partnership,  corporation,  or  unincor- 
porated association,  the  removal,  resignation,  succession,  or  death  of  a  fiduciary 
or  trustee,  delivery  of  interest  checks  will  be  withheld  pending  receipt  and  ap- 
proval of  evidence  showing  who  is  entitled  to  receive  the  Interest  checks.  If  the 
inscriptions  on  securities  do  not  clearly  identify  the  owners,  delivery  of  interest 
checks  will  be  withheld  pending  reissue  of  the  securities  in  the  correct  registra- 
tion.   The  final  installment  of  interest,  unless  otherwise  provided  in  the  offering 


1  The  Appendix  to  these  regulations  contains  a  complete  explanation  of  the  method  of 
computing  interest  on  a  semiannual  basis  on  Treasury  bonds,  notes,  and  certificates  of 
indebtedness,  and  an  outline  of  the  method  of  computing  the  discount  rates  on  Treasury 
bills.     Also  included  are  tables  of  computation  of  interest  on  quarterly  and  annual  bases. 
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circular  or  notice  of  call,  will  be  paid  by  check  drawn  to  the  order  of  the 
registered  owner  of  record  and  mailed  in  advance  of  the  interest  payment  date  in 
time  to  reach  the  addressee  on  or  about  that  date/  Interest  on  securities  pre- 
sented for  auvance  retunding  will  be  adjusted  as  provided  in  the  advance  refund- 
ing oft  er. 

(b)  Vhunge  of  address. — To  assure  timely  delivery  of  interest  checks,  owners 
should  promptly  notify  the  Bureau  of  any  change  of  address.  (Form  FD  345 
may  be  used.)  The  uotihcation  must  be  signed  by  the  registered  owner  or  a 
joint  owner  or  an  authorized  representative,  and  should  show  the  old  and  new 
addresses,  the  serial  number  and  denomination  of  each  security,  the  titles  of 
the  securities  (for  example  'Sy^  percent  Treasury  Bonds  of  1978-88,  dated  May  1, 
1953),  and  the  registration  of  each  security.  Notitications  by  attorneys  in  fact, 
trustees,  or  by  the  legal  representatives  of  the  estates  of  deceased,  incompetent, 
or  minor  owners  should  be  supported  by  proof  of  their  authority,  unless  in  the 
case  of  trustees  or  legal  representatives,  they  are  named  in  the  registration. 

(c)  Collection  of  interest  checks. 

(1)  General. — Interest  checks  may  be  collected  in  accordance  with  the  regula- 
tions governing  the  endorsement  and  payment  of  Government  warrants  and 
checks,  which  are  contained  in  Department  Circular  No.  21,  lievised,  as  amended 
(31CFR3G0). 

(2)  By  voluntary  guardians  of  incompetents. — Interest  checks  drawn  to  the 
order  of  a  person  who  has  become  incompetent  and  for  whose  estate  no  legal 
guardian  or  similar  representative  has  been  appointed  should  be  returned  to 
the  Bureau  with  a  full  exijlanation  of  the  circmnstances.  For  collection  of 
interest,  the  Department  will  recognize  the  relative  responsible  for  the  incom- 
IX'tent's  care  and  support  or  some  other  person  as  voluntary  guardian  for  the 
incompetent.     (Application  may  be  made  on  Form  PD  14(51.) 

(d)  Nonreceipt,  loss,  theft,  or  destruction  of  interest  checks. — If  an  interest 
check  is  not  received  within  a  reasonable  period  after  an  interest  payment  date 
the  Bureau  should  be  notified.  Should  a  check  be  lost,  stolen,  or  destroyed  after 
receipt,  the  Office  of  the  Treasurer  of  the  United  States,  Check  Claims  Division, 
Washington,  D.C.,  20226,  should  be  notified.  Notification  should  include  the  name 
and  address  of  the  owner,  the  serial  number,  denomination,  and  title  of  the 
security  upon  which  the  interest  was  payable.  If  the  check  is  subsequently 
received  or  recovered  the  latter  ofiice  should  also  be  advised. 

Sec.  306.38.  Interest  on  bearer  securities. — Unless  the  offering  circular  and 
notice  of  call  provide  otherwise,  interest  on  coupon  securities  is  payable  in  regular 
course  of  business  upon  presentation  and  surrender  of  the  interest  coupons  as  they 
mature.  Such  coupons  are  payable  at  any  Federal  Reserve  bank  or  branch,  or 
the  Treasurer's  Ofiice."  Interest  on  Treasury  bills,  and  any  other  bearer  securi- 
ties which  may  be  sold  and  issued  on  a  discount  basis  and  which  are  payable  at 
par  at  maturity,  is  represented  by  the  difference  between  the  purchase  price  and 
the  par  value,  and  no  coupons  are  attached. 

SUBPART   F ASSIGNMENTS    OF    REGISTERED    SECURITIES GENERAL 

Sec.  306.40.    Execution  of  assignments  or  special  endorsements. 

(a)  Execution  of  assignments. — The  assignment  of  a  registered  security  should 
be  executed  by  the  owner  or  his  authorized  representative  in  the  presence  of  an 
officer  authorized  to  certify  assignments.  All  assignments  must  be  made  on  the 
backs  of  the  securities,  unless  otherwise  authorized  by  the  Bureau,  a  Federal 
Reserve  bank  or  branch,  or  the  Treasurer  of  the  United  States.  An  assignment 
by  mark  (X)  must  be  witnessed  not  only  by  a  certifying  officer  but  also  by  at 
least  one  other  person,  who  should  add  an  endorsement  substantially  as  follows : 
"Witness  to  signature  by  mark,"  followed  by  his  signature  and  address. 

(b)  Special  endorscmoits  in  lieu  of  ussign)nents. — A  security  may  be  pre- 
sented without  assignment  for  any  authorized  transaction  by  a  financial  insti- 
tution which  is  (1)  a  member  of  the  Federal  Reserve  System,  (2)  a  member  of 
the  Federal  Home  Loan  Bank  System,  or  (3)   insured  by  the  Federal  Deposit 


^  The  flnal  installment  of  interest  on  securities  whicli  matured  or  were  called  before  the 
effective  date  of  these  regulations  will  be  iiaid  with  the  principal  upon  presentation  of  the 
securities  unless  otherwise  provided  in  the  offering  circular  or  notice  of  call.  See  sec. 
306.15(b)  for  presentation  of  securities  during  periods  transfer  books  are  closed. 

2  Banking  institutions  will  usually  cash  the  coupons  without  charge  as  an  accommoda- 
tion to  their  customers. 
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Insurance  Gorporation,  provided  full  instructions  are  furnished  as  to  tlie  trans- 
action desired  and  tlie  security  bears  the  endorsement,  under  the  official  seal  of 
the  institution,  as  follows: 

Presented  in  accordance  with  instructions  of  the  owner  (s). 
Absence  of  assignment  guaranteed. 

(Name  of  financial  institution) 

By 

(Signature  and  title  of  ofiicer) 

Tliis  form  of  endorsement  will  be  an  unconditional  guarantee  to  tlae  Treasury 
Department  that  the  institution  is  acting  as  attorney  in  fact  for  tlie  owner (s) 
of  the  security  under  proper  authorization  and  that  the  officer  is  duly  authorized 
to  act. 

Sec.  306.41.  Form  of  assignment. — Registered  securities  may  be  assigned  in 
blanlv,  to  bearer,  to  a  specified  transferee,  to  the  Secretary  of  the  Treasury  for 
excliange  for  coupon  securities,  or  to  the  Secretary  of  the  Treasury  for  redemp- 
tion or  for  exchange  for  other  securities  offered  at  maturity,  upon  call  or 
pursuant  to  an  advance  refunding  offer.  Assignments  to  "The  Secretary  of 
the  Treasury,"  "The  Secretary  of  the  Treasury  for  transfer,"  or  "The  Secre- 
tary of  the  Treasury  for  exchange"  will  not  be  accepted,  unless  supplemented 
by  specific  instructions  by  or  in  behalf  of  the  owner. 

Sec.  30G.42.  Alterations  and  erasures. — ^If  an  alteration  or  erasure  has  been 
made  in  an  assignment,  the  assignor  should  appear  before  an  authorized  certi- 
fying officer  and  execute  a  new  assignment  to  the  same  assignee.  If  the  new 
assignment  is  to  other  than  the  assignee  whose  name  has  been  altered  or  erased, 
a  disclaimer  from  the  first-named  assignee  should  be  obtained.  Otherwise,  an 
affidavit  of  explanation  by  the  person  responsible  for  the  alteration  or  erasure 
should  be  sul)mitted  for  consideration. 

Sec.  306.43.  Voidance  of  assignments. — An  assignment  of  a  security  to  or  for 
the  account  of  another  person,  not  completed  by  delivery,  may  be  voided  by  a 
disclaimer  of  interest  from  that  person.  The  disclaimer  should  be  executed  in 
the  presence  of  an  officer  authorized  to  certify  assignments  of  securities.  Unless 
otherwise  authorized  by  the  Bureau,  a  Federal  Reserve  bank  or  branch,  or  the 
Treasurer  of  the  United  States,  the  disclaimer  must  be  written,  typed,  or 
stamped  on  the  back  of  the  security  in  substantially  the  following  form : 

The  undersigned  as  assignee  of  this  security  hereby  disclaims  any  interest 
herein. 


(Signature) 

I  certify  that  the  above-named  person  as  described,  whose  identity  is  well 
known   or  proved  to   me,  personally   appeared   before   me   the day  of 

at   and   signed  the  above 

(Month  and  year)  (Place) 

disclaimer  of  interest. 
(seal) 


(Signature  and  official  designation 
of  certifying  officer) 


In  the  absence  of  a  disclaimer,  an  affidavit  or  affidavits  should  be  submitted 
for  consideration  explaining  why  a  disclaimer  cannot  be  obtained,  reciting  all 
other  material  facts  and  circumstances  relating  to  the  transaction,  including 
whether  or  not  the  security  was  delivered  to  the  person  named  as  assignee  and 
whether  or  not  the  affiants  know  of  any  basis  for  the  assignee  claiming  any 
right,  title  or  interest  in  the  security.  After  an  assignment  has  been  voided,  in 
order  to  dispose  of  the  security,  an  assignment  by  or  on  behalf  of  the  owner  will 
be  required. 

Sec.  306.44.  Discrepancies  in  names. — ^The  Department  will  ordinarily  require 
an  explanation  of  discrepancies  in  the  names  which  appear  in  inscriptions, 
assignments,  supporting  evidence,  or  in  the  signatures  to  any  assignments. 
(Form  PD  3S5  may  be  used  for  this  purpose.)  However,  where  the  variations 
in  the  name  of  the  registered  owner,  as  in.scrilied  on  securities  of  the  same  or 
different  issues,  are  such  that  both  may  properly  represent  the  same  person,  for 
example,  "J.  T.  Smith"  and  "John  T.  Smith,"  no  proof  of  identity  will  be  re- 
quired //  the  assignments  are  signed  exactly  as  the  securities  are  inscribed  and 
arc  duly  certified  by  the  same  certifying  officer. 
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Sec.  306.45.  Officers  authorized  to  certify  assignments. 

(a)  Officers  authorized  generally. — Officers  authorized  to  certify  assignments 
include : 

(1)  Officers  and  employees  of  banks  and  trust  companies  chartered  by  or 
incorporated  under  the  laws  of  the  United  States  or  those  of  any  State,  com- 
monwealth or  territory  of  the  United  States,  and  Federal  saving's  and  loan 
associations,  or  other  organizations  which  are  members  of  the  Federal  Home 
lioan  Bank  System,  who  have  been  authorized  to  (i)  generally  bind  their  re- 
spective institutions  by  their  acts,  (ii)  unqualifiedly  guarantee  signatures  to 
assignments  of  securities,  or    (iii)   expressly  certify  assignments  of  securities. 

(2)  officers  of  Federal  Reserve  banks  and  branches. 

(3)  Officers  of  Federal  land  banks.  Federal  intermediate  credit  banks  and 
hanks  for  cooperatives,  the  central  bank  for  cooperatives,  and  Federal  home 
loan  banks. 

(4)  United  States  attorneys,  collectors  of  customs,  and  regional  commissioners 
and  district  directors.  Internal  Revenue  Service. 

( .") )   .Judges  and  clerks  of  United  States  courts. 

(h)  Authorized  officers  in  foreign  countries. — The  following  officers  are 
authorized  to  certify  assignments  in  foreign  countries  : 

(1)  United  States  diplomatic  or  consular  representatives. 

(2)  Managers,  assistant  managers,  and  other  officers  of  foreign  branches 
of  banks  or  trust  companies  chartered  by  or  incorporated  under  the  laws  of 
the  United  States  or  any  State,  commonwealth  or  territory  of  the  United  States. 

(3)  Notaries  public  and  other  officers  authorized  to  administer  oaths.  The 
official  position  and  authority  of  any  such  officer  musit  be  certified  by  a  United 
States  diplomatic  or  consular  representative  under  seal  of  his  office. 

(c)  Officers  having  limited  authority. — The  following  officers  are  authorized 
to  certify  assignments  to  the  extent  set  forth  in  connection  with  each  class  of 
officers : 

(1)  Postmasters,  acting  postmasters,  assistant  postmasters,  inspectors-in- 
charge,  chief  and  assistant  chief  accountants,  and  superintendents  of  stations 
of  any  post  office,  notaries  public,  and  justices  of  the  peace  in  the  United  States, 
its  territories  and  possessions,  the  Commonwealth  of  Puerto  Rico  and  the  Canal 
Zone,  but  only  for  assignment  of  securities  for  redemption  for  the  account  of 
the  assignor,  or  for  redemption-exchange,  or  pursuant  to  an  advance  refunding 
offer  for  other  securities  to  be  registered  in  his  name,  or  in  his  name  with  a 
joint  owner.  The  signature  of  any  post  office  official,  other  than  a  postmaster, 
must  be  in  the  following  form :  "John  A.  Doe,  Postmaster,  by  Richard  B.  Roe. 
Superintendent  of  Station." 

(2)  Commissioned  officers  and  warrant  officers  of  the  Armed  Forces  of  the 
United  States  for  assignments  of  securities  of  any  class  for  any  authorized 
transaction,  but  only  with  respect  to  assignments  executed  by  (i)  Armed  Forces 
personnel  and  civilian  field  employees,  and  (ii)  members  of  the  families  of  such 
l>ersonnel  or  civilian  employees. 

(d)  Special  provisions  for  certifying  assignments. — The  Commissioner  of  the 
Public  Debt,  the  Chief  of  the  Division  of  Loans  and  Currency,  any  Federal  Re- 
serve bank  or  branch,  or  the  Treasurer  of  the  United  States,  is  authorized  to 
make  special  provisions  for  any  case  or  class  of  cases. 

Sec.  306.46.  Duties  a)}d  responsibilities  of  certifying  officer. — A  certifying 
officer  must  require  execution  of  an  assignment,  or  a  form  with  respect  to  se- 
curities, in  his  presence  after  he  has  established  the  identity  of  the  assignor 
and  before  he  certifies  the  signature.  He  must  then  complete  the  certification. 
An  employee  who  is  not  an  officer  shoiild  insert  "Authorized  signature"  in  the 
space  provided  for  the  title.  However,  an  assignment  of  a  security  need  not  be 
executed  in  the  presence  of  the  certifying  officer  if  he  unqualifiedly  guarantees 
the  signature  thereto,  in  which  case  he  must  place  his  endorsement  on  the 
security,  following  the  signature,  in  the  form  "Signature  guaranteed.  First 
National  Bank  of  Jonesville,  N.H.,  by  A.  B.  Doe,  President."  The  certifying 
officer  and,  if  he  is  an  officer  or  employee  of  an  organization,  the  organization 
will  lie  held  responsible  for  any  loss  the  United  States  may  suffer  as  the  result 
of  his  fault  or  negligence. 

Sec.  .300.47.  Evidence  of  certifying  officer's  authority. — The  authority  of  an 
individual  to  act  as  a  certifying  officer  is  established  by  affixing  to  a  certification 
of  an  assignment,  or  a  form  with  i-espect  to  securities,  or  an  unqualified  guar- 
antee of  a  signature  to  an  assignment,  eitlier  (a)  the  official  seal  of  the  organi- 
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zation,  or  (b)  a  legible  imprint  of  the  issuing  agent's  dating  stamp,  if  the  orga- 
nization is  an  authorized  issuing  agent  for  United  States  savings  bonds  of  Series 
E.  Use  of  such  stamp  shall  result  in  the  same  responsibility  on  the  part  of  the 
organization  as  if  its  official  seal  were  used.  If  the  certifying  officer  does  not 
have  access  to  the  seal  or  issuing  agent's  dating  stamp,  his  authority  to  act  as  a 
certifying  officer  must  he  certified,  under  official  seal  or  stamp,  to  the  Bureau  by 
an  officer  having  access  to  the  organization's  records  and  will  be  recognized  until 
evidence  is  received  that  his  authority  has  been  terminated.  (Form  PD  835 
may  be  used.)  Any  post  office  official  must  use  the  official  stamp  of  his  office. 
A  commissioned  or  warrant  officer  of  any  of  the  armed  forces  of  the  United 
States  should  indicate  his  rank  and  state  that  the  person  executing  the  assign- 
ment is  one  of  the  class  whose  si.gnature  he  is  authorized  to  certify.  A  judge 
or  clerk  of  court  must  use  the  seal  of  the  court.  Any  other  certifying  officer 
must  use  his  official  seal  or  .stamp,  if  any,  but,  if  he  has  neither,  hi.s  official 
position  and  a  specimen  of  his  signature  must  be  certified  by  some  other 
authorized  officer  under  official  seal  or  stamp  or  otherwise  proved  to  the  satis- 
faction of  the  Department. 

Sec.  306.48.  Interested  persons  not  to  act  as  certifying  officer  or  iritness.— 
Neither  the  assignor,  the  assignee,  nor  any  person  having  an  interest  in  a  security 
may  act  as  a  certifying  officer,  or  as  a  witness  to  an  assignment  by  mark.  How- 
ever, a  bank  officer  may  certify  an  assignment  to  the  bank,  or  an  assignment  ex- 
ecuted by  another  officer  in  its  behalf. 

Sec.  306.49.  islontransfei'ahte  securities. — The  provisions  of  this  subpart,  so  far 
as  applicable,  govern  transactions  in  Treasury  Bonds,  Investment  Series  B — 
1975-80. 

SUBPART   G ASSIGNMENTS    BY    OR   IN    BEHALF   OF    INDIVIDUALS 

Sec.  306.55.  Signatures,  minor  errors,  and  change  of  name. — The  owner's 
signature  to  an  assignment  should  be  in  the  form  in  which  the  security  is  in- 
scribed or  assigned,  unless  such  inscription  or  assignment  is  incorrect  or  the 
name  has  since  been  changed.  In  case  of  a  change  of  name,  the  signature  to 
the  assignment  should  show  lioth  names  and  the  manner  in  which  the  change  was 
made,  for  example.  "John  Young,  changed  by  order  of  court  from  Hans  Jung." 
Evidence  of  the  change  will  be  required.  However,  no  evidence  is  required  to 
support  an  assignment  if  the  change  resulted  from  marriage  and  the  signature, 
which  must  be  duly  certified  by  an  authorized  officer,  is  written  to  show  that 
fact,  for  example,  "Mrs.  Mary  J.  Brown,  changed  by  marriage  from  Miss  Mary 
Jones." 

Sec.  306.56.  Assignment  of  securities  registered  in  the  names  of  or  assigned 
to  two  or  more  persons. 

(a)  For  transfer  or  exchange. — Securities  registered  in  the  names  of  or  as- 
signed to  two  or  more  persons  may  be  transferred  or  exchanged  during  the  lives 
of  all  the  joint  owners  only  upon  assignments  by  all  or  on  their  behalf  by  au- 
thorized representatives.  Upon  proof  of  the  death  of  one,  the  Department  will 
accept  an  assignment  by  or  in  behalf  of  the  survivor  or  survivors,  unless  the 
registration  or  assignment  includes  words  which  preclude  the  right  of  survivor- 
ship. In  the  latter  case,  in  addition  to  assignment  by  or  in  behalf  of  the  survivor 
or  survivors,  an  assignment  in  behalf  of  the  decedent's  estate  will  be  required. 

(b)  For  advance  refunding  exchanges. — Securities  registered  in  the  names  of 
or  assigned  to  two  or  more  persons,  whether  jointly  or  in  the  alternative,  may  be 
assigned  by  one  where  the  securities  to  be  received  in  exchange  are  to  be  regis- 
tered in  the  same  names  and  form.  If  bearer  securities  or  securities  in  a  different 
form  are  to  be  issued,  all  persons  named  must  assign,  except  that  in  case  of 
death  paragraph   (a)   of  this  section  .shall  apply. 

(c)  For  redemption  or  redemption^exchange. 

(1)  Alternative  registration  or  assignment. — Securities  registered  in  the  names 
of  or  assigned  to  two  or  more  persons  //(  the  alternative,  for  example,  "John  B. 
Smith  or  Mrs.  Mary  J.  Smith"  or  "John  B.  Smith  or  Mrs.  Mary  J.  Smith  or  the 
survivor,"  may  be  assigned  by  one  of  them  at  maturity  or  upon  call,  for  redemp- 
tion or  redemption-exchange,  for  his  own  account  or  otherwise,  whether  or  not 
the  other  joint  owner  or  owners  are  deceased. 

(2)  Joint  registration  or  assignment. — Securities  registered  in  the  names  of  or 
assigned  to  two  or  more  persons  jointly,  for  example.  "John  B.  Smith  and  Mrs. 
Mary  J.  Smith,"  "John  B.  Smith  and  Mrs.  Mary  J.  Smith  or  the  survivor,"  or 
"John  B.  Smith  and  Mrs.  Mary  J.  Smith  as  tenants  in  common,"  may  be  as- 
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signed  by  one  of  them  during  thie  lives  of  all  only  for  (i)  redemption  at  maturity 
or  upon  call,  and  then  only  for  redemption  for  the  account  of  all,  or  (ii)  redemp- 
tion-exchange for  securities  to  be  registered  in  their  names  in  the  same  form  as 
appears  in  the  registration  or  assignment  of  the  securities  surrendered.  Upon 
proof  of  the  death  of  one  of  the  joint  owners,  the  survivor  or  survivors  may  as- 
sign securities  so  registered  or  assigned  for  redemption  or  redemption-exchange 
for  any  account,  except  that,  if  the  words  "as  tenants  in  common"  or  other  words 
which  preclude  the  right  of  survivorship  appear  in  the  registration  or  assignment, 
assignment  in  behalf  of  the  decedent's  estate  also  will  be  required. 
Sec.  306.57.  Minors  and  incomi)etents. 

(a)  Assignments  of  securities  registered  in  name  of  minor. 

(1)  By  minor. — Securities  registered  in  the  name  of  a  minor  for  whose  estate 
no  guardian  or  similar  representative  is  legally  qualified  may  be  assigned  by  the 
minor  at  maturity  or  call  for  redemption  if  the  total  face  amount  of  the  matured 
or  called  securities  so  registered  does  not  exceed  .$500,  and  if  the  minor,  in  the 
opinion  of  the  certifying  officer,  is  of  sufficient  competency  to  execute  the  assign- 
ments and  understand  the  nature  of  the  transaction. 

(2)  By  natural  guardian. — Securities  registered  in  the  name  of  a  minor  for 
whose  estate  no  legal  guardian  or  similar  representative  has  qualified  may  be 
assigned  by  the  natural  guardian  upon  qualification.  (Form  PD  2481  may  be 
used  for  this  purpose.) 

(b)  Assignments  of  securities  registered  in  name  of  natural  guardian  of 
minor. — Securities  registered  in  the  name  of  a  natural  guardian  of  a  minor  may 
be  assigned  by  the  natural  guardian  for  any  authorized  transaction  except  one 
for  the  apparent  benefit  of  the  natural  guardian.  If  the  natural  guardian  in 
whose  name  the  securities  are  registered  is  deceased  or  is  no  longer  qualified  to 
act  as  natural  guardian,  the  securities  may  be  assigned  by  the  person  then  acting 
as  natural  guardian.  The  assignment  by  the  new  natural  guardian  should  be 
supported  by  proof  of  the  death  or  disqualification  of  the  former  natural  guardian 
and  by  evidence  of  his  own  status  as  natural  guardian.  (Form  PD  2481  may 
be  used  for  this  purpose.)  No  assignment  by  a  natural  guardian  will  be  ac- 
cepted after  receipt  of  notice  of  the  minor's  attainment  of  majority,  removal  of 
his  disability  of  minority,  disqualification  of  the  natural  guardian  to  act  as 
such,  qualification  of  a  legal  guardian  or  similar  representative,  or  the  death 
of  the  minor. 

(c)  Assignments  by  voluntary  guardians  of  incompetents. — Registered  securi- 
ties belonging  to  an  incompetent  for  whose  estate  no  legal  guardian  or  similar 
representative  is  legally  qualified  may  be  assigned  by  the  relative  responsible 
for  his  care  and  support  or  some  other  person  as  voluntary  guardian : 

(1)  For  redemption  or  exchange  for  bearer  securities,  if  the  proceeds  of  the 
securities  are  needed  to  pay  expenses  already  incurred,  or  to  be  incurred  during 
any  90-day  period,  for  the  care  and  support  of  the  incompetent  or  his  legal 
dependents  and  the  total  face  amount  of  such  securities  for  which  redemption 
or  exchange  is  requested  does  not  exceed  $1,000. 

(2)  For  redemption-exchange,  if  the  securities  are  matured  or  have  been 
called,  or  pursuant  to  an  advance  refunding  offer,  for  reinvestment  in  other 
securities  to  be  registered  in  the  form  "A,  an  incompetent  (123—45-6789)  under 
voluntary  guardianship." 

An  application  on  Form  PD   14G1  by  the  person  seeking  authority  to  act  as 
voluntary  guardian  will  be  required. 

(d)  Assignments  hy  legal  guardians  of  minors  or  incompetents. — Securities 
registered  in  the  name  and  title  of  the  legal  guardian  or  similar  representative 
of  the  estate  of  a  minor  or  incompetent  may  be  assigned  by  the  representative 
for  any  authorized  transaction  without  proof  of  his  qualification.  Assignments 
by  a  representative  of  any  other  securities  belonging  to  a  minor  or  incompetent 
must  be  supported  by  properly  certified  evidence  of  qualification.  The  evidence 
must  be  dated  not  more  than  one  year  before  the  date  of  the  assignments  and 
must  contain  a  statement  showing  the  appointment  is  in  full  force  unless  it  shows 
the  appointment  was  made  not  more  than  one  year  before  the  date  of  the 
assignment  or  the  representative  or  a  corepresentative  is  a  corporation.  An 
assignment  by  the  representative  will  not  be  accepted  after  receipt  of  notice  of 
termination  of  the  guardianship,  except  for  transfer  to  the  former  ward. 

Sec.  300.58.  Xontransferahle  securities. — The  provisions  of  this  subpart,  so 
far  as  applicable,  govern  transactions  in  Treasury  Bonds,  Investments  Series 
B-1975-80. 
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SUBPART    H ASSIGNMENTS    IN    BEHALF    OF   ESTATES    OF    DECEASED    OWNERS 

Sec.  306.65.  Special  provisions  applicahlc  to  sniaU  amotints  of  securities, 
interest  checks,  or  redemption  checks. — Eutitlemeiit  to,  or  the  authority  to  dis- 
pose of,  a  small  amount  of  securities  and  checlvs  issued  in  payment  thereof  or  in 
payment  of  interest  thereon,  belonging  to  the  estate  of  a  decedent,  may  be 
established  through  the  use  of  certain  short  forms,  according  to  the  aggregate 
amount  of  securities  and  checks  involved  (excluding  checks  representing  in- 
terest on  the  securities),  as  indicated  by  the  following  table: 


Amount 

Circumstances 

Fonn 

To  be  executed  by- 

$100 
500 

No  administration 

Estate  being  administered 

PD  2216 

PD  2488 

PD  2458-1 

Person  who  paid  burial  expenses. 
Executor  or  administrator 

500 

Estate  settled          - 

Fonner    executor     or    administrator, 

attorney,  or  other  qualified  person. 

Sec.  306.66.  Estates — adininistration. 

(a)  Tonporary  or  special  administrators. — Temporally  or  special  administra- 
tors may  assign  securities  for  any  authorized  transaction  within  the  scope  of 
their  authority.    The  assignments  must  be  supported  by : 

(1)  Temporary  administrators. — A  certificate,  under  court  seal,  showing  the 
appointment  in  full  force  within  thirty  days  preceding  the  date  of  receipt  of 
the  securities. 

(2)  Special  administrators. — A  certificate,  under  court  seal,  showing  the 
appointment  in  full  force  within  6  months  preceding  the  date  of  receipt  of  the 
securities.  Authority  for  assignments  for  transactions  not  within  the  scope  of 
ai)ix)intment  must  be  established  by  a  duly  certified  copy  of  a  special  order  of 
court. 

(b)  In  course  of  administration. — A  security  belonging  to  the  estate  of  a 
decedent  which  is  being  administered  by  a  duly  qualified  executor  or  general 
administrator  will  be  accepted  for  any  authorized  transaction  upon  assign- 
ment by  such  representative.  (See  sec.  306.77.)  Unless  the  security  is 
registered  in  the  name  of  and  shows  the  capacity  of  the  representative,  the 
assignment  must  be  supported  by  a  certificate  or  a  copy  of  the  letters  of  appoint- 
ment, certified  under  court  seal.  The  certificate  or  certification,  if  required,  must 
be  dated  not  more  than  six  months  before  the  date  of  the  assi.gnment  and  must 
contain  a  statement  that  the  appointment  is  in  full  force,  unless  (1)  it  shows 
the  appointment  was  made  not  more  than  one  year  before  the  date  of  the 
assignment,  or  (2)  the  representative  or  a  corepresentative  is  a  corporation,  or 
(3)  redemption  is  being  made  for  applicati(m  of  the  proceeds  in  payment  of 
Federal  estate  taxes  as  provided  by  sec.  306.28. 

(c)  After  settlement  through  court  proceedings. — Securities  belonging  to  the 
estate  of  a  decedent  which  has  been  settled  in  court  will  be  accepted  for  any 
authorized  transaction  upon  assignments  by  the  person  or  persons  entitled,  as 
determined  by  the  court.  The  assignments  should  be  supported  by  a  copy, 
certified  under  court  seal,  of  the  decree  of  distribution,  the  representative's  final 
account  as  approved  by  the  court,  or  other  pertinent  court  records. 

Sec.  3(K).67.  Estates  not  administered. 

(a)  Special  provisions  under  State  lairs. — If,  under  State  law,  a  pei'son  has 
been  recognized  or  appointed  to  receive  or  distribute  the  assets  of  a  decedent's 
estate  without  regular  administration,  his  assignment  of  securities  belonging 
to  the  estate  will  be  accepted  provided  he  submits  appropriate  evidence  of  his 
authority. 

(b)  Agreement  of  persons  entitled. — When  it  appears  that  no  legal  representa- 
tive of  a  decedent's  estate  has  been  or  is  to  be  appointed,  securities  belonging  to 
the  estate  may  be  duly  disposed  of  pursuant  to  an  agreement  and  assignment  by 
all  persons  entitled  to  share  in  the  decedent's  personal  estate.  (Form  PD  1646 
may  be  used.)  However,  all  debts  of  the  decedent  and  his  estate  must  be  paid 
or  provided  for  and  the  interests  of  any  minors  or  incompetents  must  be  protected. 

Sec.  306.68.  Nontransferable  securities. — The  provisions  of  this  subpart,  so  far 
as  applicable,  govern  transactions  in  Treasury  Bonds,  Investment  Series 
B-i975-S0. 
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SUBPART  I ASSIGNMENTS   BY   OR   IN   BEHALF   OF  TRUSTEES   AND    SIMILAR  FIDUCIARIES 

Sec.  306.75.  Individual  fiduciaries. — Securities  registered  in,  or  assigned  to, 
tlie  names  and  titles  of  individual  fiduciaries  will  be  accepted  for  any  authorized 
transaction  upon  assignment  by  the  designated  fiduciaries  without  proof  of  their 
qualification.  If  the  fiduciaries  in  whose  names  the  securities  are  registered, 
or  to  whom  they  have  been  assigned,  have  been  succeeded  by  other  fiduciaries, 
evidence  of  successorship  must  be  furnished.  If  the  appointment  of  a  successor 
is  not  required  under  the  terms  of  the  trust  instrument  or  otherwise  and  is  not 
contemplated,  assignments  by  the  surviving  or  remaining  fiduciary  or  fiduciaries 
must  be  supported  by  appropriate  proof.  This  requires  (a)  proof  of  the  death, 
resignation,  removal,  or  disqualification  of  the  former  fiduciary  and  (b)  evidence 
that  the  surviving  or  remaining  fiduciary  or  fiduciaries  are  fully  qualified  to  ad- 
minister the  fiduciary  estate,  which  may  be  in  the  form  of  a  certificate  by  them 
showing  the  appointment  of  a  successor  has  not  been  applied  for,  is  not  contem- 
plated, and  is  not  necessary  under  the  terms  of  the  trust  instrument  or  otherwise. 
Assignments  of  securities  registered  in  the  titles,  without  the  names  of  the 
fiduciaries,  for  example,  "Trustees  of  the  George  E.  White  Memorial  Scholarship 
Fund  under  deed  of  trust  dated  11/10/40,  executed  by  John  W.  White,"  must 
be  supported  by  proof  that  the  assignors  are  the  qualified  and  acting  trustees  of 
the  designated  trust  estate,  unless  they  are  empowered  to  act  as  a  unit  in  which 
case  the  provisions  of  sec.  306.76  shall  apply.  (Form  PD  2446  may  be  used  to 
furnish  proof  of  incumbency  of  fiduciaries.)  Assignments  by  fiduciaries  of 
securities  not  registered  or  assigned  in  such  manner  as  to  show  that  they  belong 
to  the  estate  for  which  the  assignors  are  acting  must  also  be  supported  by 
evidence  that  the  estate  is  entitled  to  the  securities. 

Sec.  306.76.  Fiduciaries  acting  as  a  unit. — Securities  registered  in  the  name 
of  or  assigned  to  a  board,  committee,  or  other  body  authorized  to  act  as  a  unit 
for  any  public  or  private  trust  estate  may  be  assigned  for  any  authorized  trans- 
action by  anyone  authorized  to  act  in  behalf  of  such  body.  Except  as  otherwise 
provided  in  this  section,  the  assignments  must  be  supported  by  a  copy  of  a 
resolution  adopted  by  the  body,  properly  certified  under  its  seal,  or,  if  none, 
sworn  to  by  a  member  of  the  body  having  access  to  its  records.  (Form  FD  2495 
may  be  used.)  If  the  person  assigning  is  designated  in  the  resolution  by  title 
only,  his  incumbency  must  be  duly  certified  by  another  member  of  the  body. 
(Form  PD  2446  may  be  used.)  If  the  fiduciaries  of  any  trust  estate  are  em- 
powered to  act  as  a  unit,  although  not  designated  as  a  board,  committee,  or 
other  body,  securities  registered  in  their  names  or  assigned  to  them  as  such,  or 
in  their  titles  without  their  names,  may  be  assigned  by  anyone  authorized  by  the 
group  to  act  in  its  behalf.  Such  assignments  may  be  supported  by  a  sworn 
copy  of  a  resolution  adopted  by  the  group  in  accordance  with  the  terms  of  the 
trust  instrument,  and  proof  of  their  authority  to  act  as  a  unit  may  be  required. 
As  an  alternative,  assignments  by  all  the  fiduciaries,  supported  by  proof  of  their 
incumbency  if  not  named  on  the  securities,  will  be  accepted. 

Sec.  306.77.  Corepresentatives  and  fiduciaries. — If  there  are  two  or  more 
executors,  administrators,  guardians,  or  similar  representatives,  or  trustees  of 
an  estate,  all  must  unite  in  the  assignment  of  any  securities  belonging  to  the 
estate.  However,  when  a  statute,  a  decree  of  court,  or  the  instrument  under 
which  the  representatives  or  fiduciaries  are  acting  provides  otherwise,  assign- 
ments in  accordance  with  their  authority  will  be  accepted.  If  the  securities 
have  matured  or  been  called  and  are  submitted  for  redemption  for  the  account 
of  all,  or  for  redemption-exchange  or  pursuant  to  an  advance  refunding  offer 
and  the  securities  offered  in  exchange  ax"e  to  be  registered  in  the  names  of  all, 
only  one  representative  or  fiduciary  need  execute  the  assignment. 

Sec.  306.78.  Nonti-ansferable  securities. — The  provisions  of  this  subpart,  so 
far  as  applicable,  govern  assignments  of  Treasury  Bonds,  Investment  Series 
B-1975-S0. 

SUBPART  J^ — ASSIGNMENTS  IN  BEHALF  OF  PRIVATE  OR  PUBLIC  ORGANIZATIONS 

Sec.  806.S5.  Private  corporations  and  unincorporated  associations. — Securities 
registered  in  the  name  of,  or  assigned  to,  an  unincorporated  association,  or  a 
private  corporation  in  its  own  right  or  in  a  representative  or  fiduciary  capacity, 
may  be  assigned  in  its  behalf  for  any  authorized  transaction  by  any  duly  au- 
thorized officer  or  officers.  Evidence,  in  the  form  of  a  resolution  of  the  governing 
782-556-^6.6 15 
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body,  authorizing  the  assigning  officer  to  assign,  or  to  sell,  or  to  otherwise 
dispose  of  the  securities  will  ordinarily  be  required  to  support  assignments. 
Resolutions  may  relate  to  any  or  all  registered  securities  owned  by  the  organiza- 
tion or  held  by  it  in  a  representative  or  fiduciary  capacity.  (Form  PD  1010, 
or  any  substantially  similar  form,  may  be  used  when  the  authority  relates  to 
specific  securities ;  Form  PD  1011,  or  any  substantially  similar  form,  may  be 
used  for  securities  generally.)  If  the  officer  or  officers  derive  their  authority 
from  the  charter,  constitution  or  bylaws,  a  copy  or  a  pertinent  extract  there- 
from, properly  certified,  will  be  required  in  lieu  of  a  resolution.  If  the  resolu- 
tion or  other  supporting  document  shows  the  title  of  an  authorized  officer,  with- 
out his  name,  it  must  be  supplemented  by  a  certificate  of  incumbency.  (Form 
PD  1014  may  be  used.) 

Sec.  306.80.  Change  of  name  and  succession  of  private  organizations. — If  a 
private  corporation  or  unincorporated  association  changes  its  name  or  is  lawfully 
succeeded  by  another  corporation  or  unincorporated  association,  its  securities 
may  be  assigned  in  behalf  of  the  organization  in  its  new  name  or  that  of  its 
successor  by  an  authorized  officer  in  accordance  with  sec.  306.85.  The  assign- 
ment must  be  supported  by  evidence  of  the  change  of  name  or  successorship. 

Sec.  306.87.  Partnerships. — An  assignment  of  a  security  registered  in  the 
name  of  or  assigned  to  a  partnership  must  be  executed  by  a  general  partner. 
Upon  dissolution  of  a  partnership,  assignment  by  all  living  partners  and  by  the 
persons  entitled  to  assign  in  behalf  of  any  deceased  partner's  estate  will  be 
required  unless  the  laws  of  the  jurisdiction  authorize  a  general  partner  to  bind 
the  partnership  by  any  act  appropriate  for  winding  up  partnership  affairs.  In 
those  cases  where  assignments  by  or  in  behalf  of  all  partners  are  required  this 
fact  must  be  shown  in  the  assignment ;  otherwise,  an  affidavit  by  a  former  gen- 
eral partner  must  be  furnished  identifying  all  the  persons  who  had  been  partners 
immediately  prior  to  dissolution.  Upon  voluntary  dissolution,  for  any  jurisdic- 
tion where  a  general  partner  may  not  act  in  winding  up  partnership  affairs,  an 
assignment  by  a  liquidating  partner,  as  such,  must  be  supported  by  a  duly 
executed  agreement  among  the  partners  appointing  the  liquidating  partner. 

Sec.  306.88.  Political  entities  and  pwbliv  corporations. — Securities  registered 
in  the  name  of,  or  assigned  to,  a  State,  county,  city,  town,  village,  school  district, 
or  other  political  entity,  public  body  or  coi-poration,  may  be  assigned  by  a  duly 
authorized  officer,  supported  by  evidence  of  his  authority. 

Sec.  306.89.  Public  officers. — Securities  registered  in  the  name  of,  or  assigned 
to,  a  public  officer  designated  by  title  may  be  assigned  by  such  officer,  supporte<l 
by  evidence  of  incumbency.  Assignments  for  the  officer's  own  apparent  individ- 
ual benefit  will  not  be  recognized. 

See.  306.90.  Notitransferahle  securities. — The  provisions  of  this  subpart  apply 
to  Treasury  Bonds,  Investment  Series  B-1975-80. 

SUBPART  K ATTORNEYS  IN  FACT 

Sec.  306.91.     Attorneys  in  fact. 

(a)  General. — Assignments  by  an  attorney  in  fact  will  be  recognized  if  sup- 
ported by  an  adequate  power  of  attorney.  Every  power  must  be  executed  in  the 
presence  of  an  authorized  certifying  officer  imder  the  conditions  set  out  in  sec. 
306.45  for  certification  of  assignments.  Powers  need  not  be  submitted  in  support 
of  assignments  for  redemption-exchange  or  exchanges  pursuant  to  advance  re- 
funding offers  where  the  securities  to  be  issued  are  to  be  registered  in  the  same 
names  and  forms  as  appear  in  the  inscriptions  or  assignments  of  the  securities 
surrendered,  and  such  securities  are  registered  in  the  names  of  or  assigned  to 
(1)  corporations,  unincorporated  associations,  lodges,  societies,  or  similar  organi- 
zations, or  their  legal  successors,  or  (2)  individuals,  and  the  assignments  are 
executed  on  their  behalf  by  corporate  attorneys  in  fact.  In  all  other  cases,  the 
original  power,  or  a  photocopy  showing  the  grantor's  autograph  signature,  prop- 
erly certified,  must  be  submitted,  together  with  the  security  assigned  on  the 
owner's  behalf  by  the  attorney  in  fact. 

An  assignment  by  a  substitute  attorney  in  fact  must  be  supported  by  an 
authorizing  power  of  attorney  and  power  of  substitution.  An  assignment  by  an 
attorney  in  fact  or  a  substitute  attorney  in  fact  for  the  apparent  benefit  of  either 
will  not  be  accepted  unless  expressly  authorized.  (Form  PD  1001,  1002,  1003, 
or  1004,  as  appropriate,  may  be  used  to  appoint  an  attorney  in  fact.  An  attorney 
in  fact  may  use  Form  PD  1006  or  1008  to  appoint  a  substitute.  However,  any 
form  sufficient  in  substance  may  be  used.) 
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If  there  are  two  or  more  joint  attorneys  in  fact  or  substitutes,  all  must  unite 
in  an  assignment.  However,  less  tlian  all  may  assign  if  the  power  authorizes 
less  than  all  to  act,  or  the  assignment  is  for  redemption  for  the  account  of  the 
owner,  or  for  redemption-exchange  or  pursuant  to  an  advance  refunding  offer 
and  the  new  securities  are  to  be  registered  in  the  owner's  name.  A  power  of 
attorney  or  of  substitution  not  coupled  with  an  interest  will  be  recognized  until 
the  Bureau  receives  proof  of  revocation  or  proof  of  the  grantor's  death  or 
incompetency. 

(b)  For  legal  representatives  and  fiduciaries. — Assignments  by  an  attorney  in 
fact  or  substitute  attorney  in  fact  for  a  legal  representative  or  fiduciary,  in 
addition  to  the  power  of  attorney  and  of  substitution,  must  be  supported  by  evi- 
dence, if  any,  as  required  by  sees.  306.57(d),  306.66(b),  306.75,  and  306.76. 
Powers  must  specifically  designate  the  securities  to  be  assigned. 

(c)  For  corporations  or  unincorporated  associations. — Assignments  by  an  at- 
torney in  fact  or  a  substitute  attorney  in  fact  in  behalf  of  a  corporation  or  unin- 
coi'porated  association,  in  addition  to  the  power  of  attorney  and  power  of 
substitution,  must  be  supported  by  one  of  the  following  documents  certified 
under  seal  of  the  organization,  or,  if  it  has  no  seal,  sworn  to  by  an  ofiicer  who 
has  access  to  the  records : 

(1)  A  copy  of  the  resolution  of  the  governing  body  authorizing  an  officer  to 
appoint  an  attorney  in  fact,  with  power  of  substitution  if  pertinent,  to  assign, 
or  to  sell,  or  to  otherwise  dispose  of.  the  securities,  or 

(2)  A  copy  of  the  charter,  constitution,  o.r  bylaws,  or  a  pertinent  extract 
therefrom,  showing  the  authority  of  an  ofiicer  to  appoint  an  attorney  in  fact,  or 

(3)  A  copy  of  the  resolution  of  the  governing  body  directly  appointing  an 
attorney  in  fact. 

If  the  resolution  or  other  supporting  document  shows  only  the  title  of  the 
authorized  ofiScer.  without  his  name,  a  certificate  of  incumbency  must  also  be 
furnished.  (Form  PD  1014  may  be  used.)  The  power  may  not  be  broader  than 
the  resolution  or  other  authority. 

(d)  For  public  corporations. — A  general  power  of  attoi'ney  in  behalf  of  a  public 
corimration  will  be  recognized  only  if  it  is  authorized  by  statute. 

Sec.  306.92.  Nov tran sfcrahle  securities. — The  provisions  of  this  subpart  shall 
apply  to  nontransferable  securities,  subject  only  to  the  limitations  imposed  by 
the  terms  of  the  particular  issues. 

SUBPART   L — TRANSFER  THROUGH    JUDICIAL   PROCEEDINGS 

Sec.  306.95.  Transferase  securities. — The  Department  will  recognize  valid 
judicial  proceedings  affecting  the  ownership  of  or  interest  in  transferable  se- 
curities, iipon  presentation  of  the  securities  together  irith  evidence  of  the 
proceedings.  In  the  case  of  securities  registered  in  the  names  of  two  or  more 
persons,  the  extent  of  their  respective  interests  in  the  securities  must  be  de- 
termined by  the  court  in  proceedings  to  which  they  are  parties  or  must  otherwise 
be  validly  established.^ 

Sec.  306.96.  Evidence  required. — Copies  of  a  final  judgment,  decree,  or  order 
of  court  and  of  any  necessary  supplementary  proceedings  must  be  submitted. 
Assignments  by  a  trustee  in  bankruptcy  or  a  receiver  of  an  insolvent's  estate 
must  be  supported  by  evidence  of  his  qualification.  Assignments  by  a  receiver 
in  equity  or  a  similar  court  officer  must  be  supported  by  a  copy  of  an  order 
authorizing  him  to  assign,  or  to  sell,  or  to  otherwise  di.spose  of,  the  securities. 
Where  the  documents  are  dated  more  than  six  months  prior  to  presentation  of 
the  securities,  there  must  also  be  submitted  a  certificate  dated  within  six 
months  of  presentation  of  the  securities,  showing  the  judgment,  decree  or  order, 
or  evidence  of  qualification,  is  in  full  foi'ce.  Any  such  evidence  must  be 
certified  under  court  seal. 

Sec.  306.97.  Nontran.'<ferahle  securities. 

(a)  Treasury  Bonds,  Investment  Series  A-19(l'). — The  provisions  of  this 
subpart  shall  apply  to  bonds  of  this  series,  except  that  reference  to  assignments 
shall  be  deemed  only  to  refer  to  requests  for  payment.  With  the  exception 
of  a  trustee  in  bankruptcy  or  a  receiver  of  an  insolvent's  estate,  payment  will 


^  A  finder  claiming  the  ownership  of  a  be.irer  security  or  <a  registered  security  assigned 
in  blank  or  so  assigned  as  to  become,  in  effect,  payable  to  bearer,  must  perfect  his  title 
in  accordance  with  the  provisions  of  State  law.  If  there  are  no  such  provisions,  the 
Department  will  not  recognize  his  title  to  the  security. 
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be  limited  to  the  redemption  value  cnrrent  thirty  days  after  termination  of  the 
judicial  proceedings  or  current  at  the  time  the  bonds  are  surrendered  for  re- 
demption, which  ever  is  less.  No  judicial  proceedings  will  be  recognized  if 
they  would  give  effect  to  an  attempted  voluntary  transfer  inter  vivos  of  the 
bonds. 

(b)  Treasury  Bonds,  Investment  Series  B-1975-80. — The  provisions  of  this 
subpart  shall  apply  to  bonds  of  this  series,  except  that  prior  to  maturity  any 
reference  to  assignments  shall  be  deemed  to  refer  to  assignments  of  the  bonds 
for  exchange  for  the  current  series  of  l^/^  percent  5-year  EA  or  EO  Treasury 
notes. 

SUBPART   M — REQUESTS    FOR   SUSPENSION    OF   TRANSACTIONS 

Sec.  306.100.  Requests  for  suspension  of  transactions  in  securities. 

(a)  Registered  securities. 

(1)  Reports  of  loss,  theft,  or  destruction  of  registered  securities. — Reports 
of  lost,  stolen,  or  destroyed  registered  securities  not  so  assigned  as  to  become,  in 
effect,  payable  to  bearer,  will  be  accepted  from  the  owner  or  his  authorized 
agent  at  any  time  and  records  will  be  maintained  of  the  reports.  If  such  a 
registered  security  is  presented  to  the  Department,  the  owner  will  be  duly 
advised  and  given  all  available  information. 

(2)  Reports  of  assigiunoits  ofjcctvd  by  fraud. — The  Department  reserves 
the  right  to  suspend  any  transaction  in  a  registered  security  bearing  an  ap- 
parently valid  assignment,  if  prior  to  the  time  it  is  received  in  the  Department 
a  report  is  received  from  and  a  claim  is  filed  by  an  assignor  that  his  assignment 
was  affected  by  fraud.  The  interested  parties  will  be  notified  of  the  suspension 
and  given  a  reasonable  period  of  time  within  which  to  effect  settlement  by 
agreement  or  institute  judicial  proceedings.  If  subsequent  to  the  time  the 
Department  has  transferred,  exchanged,  or  redeemed  a  registered  security  in 
reliance  on  an  apparently  valid  assignment,  a  report  or  claim  is  received  that 
the  assignment  was  affected  by  fraud,  the  Department  will  undertake  only  to 
furnish  all  available  information. 

(3)  Reports  of  forged  assignments. — If  it  is  claimed  that  the  assignment  of 
a  registered  security  is  a  forgery,  the  Department  will  investigate  the  matter 
and  if  it  is  established  that  the  assignment  was  forged  and  the  owner  did  not 
authorize  or  ratify  the  assignment,  or  receive  any  benefits  therefrom,  the 
Department  will  recognize  his  ownership  and  grant  appropriate  relief. 

(b)  Bearer  securities  or  registered  securities  so  assigned  as  to  become,  in  effect, 
payable  to  bearer. 

(1)  Securities  not  overdue.— yi either  the  Department  nor  any  of  its  agents  will 
accept  notice  of  any  claim  or  of  pending  judicial  proceedings  by  any  person  for 
the  purpose  of  suspending  transactions  in  bearer  securities,  or  registered  securi- 
ties so  assigned  as  to  become,  in  effect,  payable  to  bearer  which  are  not  overdue 
as  defined  in  sec.  306.2.5.^  However,  if  the  securities  are  received  and  retired, 
the  Department  will  undertake  to  notify  persons  who  appear  to  be  entitled  to 
any  available  information  concerning  the  source  from  which  the  securities  were 
received. 

(2)  Overdue  securities. — Reports  that  bearer  seciirities,  or  registered  securi- 
ties so  assigned  as  to  become,  in  effect,  payable  to  bearer,  were  lost,  stolen  or 
possibly  destroyed  after  they  became  overdue  as  defined  in  sec.  306.25  will 
be  accepted  by  the  Bureau  for  the  purpose  of  suspending  redemption  of  the 
securities  if  the  claimant  establishes  his  interest.  If  the  securities  are  pre- 
sented, their  redemption  will  be  suspended  and  the  presenter  and  the  claimant 
will  each  be  given  an  opportunity  to  establish  ownership. 


1  It  has  bopn  the  lonsstandlnp:  policy  of  the  Department  to  assume  no  responsibility  for 
the  protection  of  hearer  securities  not  in  the  possession  of  persons  clainiint;  riglits  therein 
and  to  sive  no  effect  to  any  notice  of  such  claims.  This  jiolicy  was  formalized  on  Apr.  27, 
lSf!7,  when  the  Secretary  of  the  Treasuiy  issued  the  following  statement  : 

"In  conseijuence  of  the  increasing  trouble,  wliolly  without  jiractical  lienefit.  arisinpr  from 
notices  which  are  constantly  received  at  the  Department  respecting  the  loss  of  coupon 
bonds,  wliich  are  pa.vabie  to  hearer,  and  of  Treasur.v  notes  issued  and  remaining  in  blank 
at  the  time  of  loss.  It  becomes  necessary  to  give  this  public  notice,  that  the  Government 
cannot  protect  and  will  not  undertake  to  protect  the  owners  of  such  bonds  and  notes  against 
the  consequences  of  tlieir  own  fault  or  misfortune. 

"Hereafter  all  bonds,  notes,  and  coupons,  payable  to  bearer,  and  Treasury  notes  issued 
and  remaining  in  blank,  will  be  iiaid  to  the  party  presenting  them  in  pursuance  of  the 
regulations  of  the  Department,  in  tlie  course  of  regular  business:  and  no  attention  will  be 
paid  to  caveats  which  may  be  filed  for  the  purpose  of  preventing  such  payment." 
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SUBPART    N CLAIMS    ON    ACCOUNT    OF    LOSS,    THEFT,    DESTRUCTION,     MUTILATION,    OR 

DEFACEMENT    OF    SECURITIES 

Sec.  30G.105.  Statutonj  authority  and  requirements. — Section  8  of  the  Act 
of  July  S,  1937  (50  Stat.  481),  as  aiueiuled  (31  U.S.C.  738a).  provides  for  relief, 
under  certain  conditions,  on  account  of  the  loss,  theft,  destruction,  niultilation, 
or  defacement  of  United  States  interest-bearing  securities.  To  obtain  relief 
the  security  must  be  fully  identified  and  the  pertinent  facts  proved  to  the  satis- 
faction of  the  Secretary  of  the  Treasury,  and  generally,  a  bond  of  indemnity 
in  such  form  and  with  such  surety,  sureties  or  security  as  may  be  required  to 
protect  the  interest  of  the  United  States,  must  be  filed. 

Sec.  306.106.  Reports  of  loss,  theft,  destruction,  miiltilation,  or  defacement  of 
securities. 

(a)  Loss  or  theft. — Report  of  the  loss  or  theft  of  a  security  should  be  made 
promptly  to  the  Bureau.    The  report  should  include  : 

(1)  The  name  and  present  address  of  the  owner,  and  his  address  at  the  time 
the  security  was  issued,  and,  if  the  report  Is  made  by  any  other  person,  the 
capacity  in  which  he  represents  the  owner  ; 

(2)  The  identification  of  the  security  by  title  of  loan,  issue  date,  interest  rate, 
serial  number,  and  denomination,  and  in  the  case  of  a  I'egistered  security,  the 
exact  form  of  inscription  and  a  full  description  of  any  assignment,  endorsement 
or  other  writing  thereon ;  and 

(3)  A  statement  of  the  circumstances. 

(b)  Destruction,  mutilation,  or  defacement. — If  a  security  is  destroyed,  or 
becomes  so  mutilated  or  defaced  as  to  impair  its  value  to  the  owner,  a  report  of 
the  circumstances,  as  outlined  in  paragraph  (a),  must  be  made  to  the  Bureau. 
All  available  portions  of  the  multilated  or  defaced  security  must  also  be  sub- 
mitted. In  any  appropriate  case,  a  form  for  use  in  applying  for  relief  will  be 
furnished. 

Sec.  306.107.  Relief  authorised  for  lost,  stolen^  destroyed,  multilated ,  or  defaced 
securities. 

(a)  Registered  securities. — Relief  is  authorized  for  a  registered  security  not 
assigned  in  blank  or  not  so  assigned  as  to  become,  in  effect,  payable  to  bearer, 
when  it  has  been  established  that  the  security  has  been  lost,  stolen,  destroyed, 
multilated,  or  defaced.  Relief  is  available  in  the  same  manner  for  beax-er  securi- 
ties restrictively  endorsed  in  accordance  with  the  provisions  of  Department 
Circular  No.  853,  current  revision  (31  CFR  .328) . 

(b)  Bearer  securities  or  registered  securities  so  assigned  as  to  become,  in  effect, 
payable  to  bearer. — Relief  is  authorized  for  bearer  securities  and  registered 
securities  so  assigned  as  to  become,  in  effect,  payable  to  bearer,  proved  to  have 
been  destroyed,  multilated,  or  defaced.  Relief  will  also  be  granted  for  such 
securities  if  they  were  lost  or  stolen  under  such  circumstances  and  have  been 
missing  for  such  period  of  time  after  they  have  matured  or  become  redeemable 
pursuant  to  a  call  for  redemption  as  in  the  judgment  of  the  Secretary  of  the 
Treasury  establishes  that  they  (1)  have  been  destroyed  or  have  become  irre- 
trievably lo.st  (2)  are  not  held  by  any  person  as  his  own  property  and  (3)  will 
never  become  the  basis  of  a  valid  claim  against  the  United  States. 

(c)  Interest  coupons. — Relief  is  authorized  for  intei'est  coupons  if  it  is  estab- 
lished they  were  attached  to  a  security  at  the  time  they  were  destroyed,  muti- 
lated, or  defaced. 

Sec.  306.108.  Type  of  relief  granted. — When  relief  is  granted  for  a  lost,  stolen, 
destroyed,  mutilated,  or  defaced  security,  it  will  be  in  the  form  of  either  (a)  a 
substitute  security  marked  "Duplicate."  bearing  the  same  issue  date  and  showing 
the  serial  number  of  the  original  security,  if  the  security  for  which  relief  is 
being  granted  has  not  matured  or  become  redeemable  pursuant  to  a  call  for 
redemption  before  maturity  in  accordance  with  its  terms,  or  (b)  payment,  if  the 
security  has  matured  or  become  redeemable  pursuant  to  a  call.  When  a  sub- 
stitute is  issued  to  replace  a  destroyed,  mutilated,  or  defaced  coupon  security  it 
will  have  attached  all  coupons  corresponding  to  those  proved  to  have  been 
attached  thereto  at  the  time  of  the  mishap,  except  that  any  matured  coupons  will 
not  be  attached  but  will  be  paid  by  check.  Relief  will  not  be  granted  in  any  case 
before  the  expiration  of  six  months  from  date  of  loss  or  theft. 

Sec.  306.109.  Nontransferable  securities. — The  provisions  of  this  subpart  shall 
apply  to  all  nontransferable  securities,  other  than  United  States  savings  bonds, 
subject  only  to  the  limitations  imposed  by  the  terms  of  the  particular  issues. 
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SUBPART   O — MISCELLANEOUS   PROVISIONS 

Sec.  306.115.  Additional  requirements. — In  any  case  or  any  class  of  cases  arising 
under  tliese  regulations  the  Secretary  of  the  Treasury  may  require  such  addi- 
tional evidence  and  a  hond  of  indemnity  vi'ith  or  without  surety,  as  may  in  his 
judgment  be  necessary  for  the  protection  of  the  interests  of  the  United  States. 

Sec.  300.110.  Waiver  of  regulations. — The  Secretary  of  the  Treasury  reserves 
the  right,  in  his  discretion,  to  waive  or  modify  any  provision  or  provisions  of 
these  regulations  in  any  particular  ease  or  class  of  cases  for  the  convenience  of 
the  United  States  or  in  order  to  relieve  any  person  or  persons  of  unnecessary 
hardship,  if  such  action  is  not  inconsistent  with  law,  does  not  impair  any  existing 
rights,  and  he  is  satisfied  that  such  action  would  not  subject  the  United  States 
to  any  substantial,  expense  or  liability. 

Sec.  300.117.  Preservation  of  existing  rights. — Nothing  contained  in  these 
regulations  shall  limit  or  restrict  existing  rights  which  holders  of  securities  here- 
tofore issued  may  have  acquired  under  the  circulars  offering  such  securities  for 
sale  or  under  the  regulations  in  force  at  the  time  of  acquisition. 

Sec.  300.118.  Suufilements,  amendments,  or  revisions. — The  Secretary  of  the 
Treasury  may  at  any  time,  or  from  time  to  time,  prescribe  additional,  supple- 
mental, amendatory  or  revised  regulations  with  respect  to  United  States 
securities. 

John  K.  Oarlock, 
Fiscal  Assistant  Seo-etary  of  the  Treasury. 

Appendix. — Computation  of  Interest  on  Treasury  Bonds,  Treasury  Notes,  and 
Treasury  Certificates  of  Indebtedness,  and  Computation  of  Discount  on 
Treasury  Bills 

Treasury  Bonds,  Treasury  Notes,  and  Treasury  Certificates  op  Indebtedness 
computation  of  interest  on  an  annual  basis  one  day's  interest  is  1/365  or 

1/366  of   1   year's  interest 

Computation  of  interest  will  be  made  on  an  annual  basis  in  all  cases  where 
interest  is  payable  in  one  amount  for  the  full  term  of  the  security,  unless  such 
term  is  an  exact  quarter-year  (3  mouths)  or  an  exact  half-year  (6  mouths), 
when  it  is  provided  that  interest  shall  be  computed  on  a  quarterly  or  semiannual 
basis,  respectively. 

If  the  term  of  the  securities  is  exactly  one  year,  the  interest  is  computed  for 
the  full  period  at  the  specified  rate,  regardless  of  the  number  of  days  in  such 
period. 

If  the  term  of  the  securities  is  less  than  one  full  year,  the  annual  interest  period 
for  purposes  of  comijutation  is  considered  to  be  the  full  year  from  but  not  includ- 
ing the  date  of  issue  to  and  including  the  anniversary  of  such  date. 

If  the  term  of  the  securities  is  more  than  one  full  year,  computation  is  made  on 
the  basis  of  one  full  annual  interest  period,  ending  with  the  maturity  date,  and  a 
fractional  part  of  the  preceding  full  annual  interest  period. 

The  computation  of  interest  for  any  fractional  part  of  an  annual  intei-est 
period  is  made  on  the  basis  of  305  actual  days  in  any  such  period,  or  300  days  if 
February  29  falls  within  such  annual  period. 

computation   of  interest  on   a  semiannual  basis   one  day's  interest  is   1/181, 
l/l82,  1/183,  OR  1/184  OF  l/2  YEAR'S  INTEREST 

Computation  of  interest  will  be  made  on  a  semiannual  basis  in  all  cases  where 
interest  is  payable  for  one  or  more  full  half-year  (0  months)  periods,  or  for  one 
or  more  full  half-year  periods  and  a  fractional  part  of  a  half-year  period.  A 
semiannual  interest  period  is  an  exact  half-year  or  0  months,  for  computation 
pui-poses,  and  may  comprise  181, 182, 183,  or  184  actual  days. 

An  exact  half-year's  interest  at  the  specified  rate  is  computed  for  each  full 
period  of  exactly  0  months,  irrespective  of  the  actual  number  of  days  in  the 
half-year. 

If  the  initial  interest  covers  a  fi-actional  part  of  a  half-year,  computation  is 
made  on  the  basis  of  the  actual  numher  of  days  in  the  half-year  (exactly  0 
months)  ending  on  the  day  such  initial  interest  becomes  due.  If  the  initial 
interest  covers  a  period  in  excess  of  0  months,  computation  is  made  on  the  basis 
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of  one  full  half-year  period,  ending  with  the  interest  due  date,  and  a  fractional 
part  of  the  preceding  full  half-year  period. 

Interest  for  any  fractional  part  of  a  full  half-year  period  is  computed  on  the 
basis  of  the  exact  number  of  days  in  the  full  period,  including  February  29 
whenever  it  falls  within  such  a  period. 

The  number  of  days  in  any  half-year  period  is  shown  in  the  following  table : 


For  the  half-year 


Beginning  from  the  1st  or  15th 
day  of— 


January 

February,- 

March 

April 

May 

June 

July 

August 

September. 

October 

November- 
December. 


Ending  on  the  1st  or  15th  day  of- 


July 

August 

September. 

October 

November. 
December.. 

January 

February.. 

March 

April 

May 

June 


One  year  (any  2  consecutive  half-years). 


Number  of  days 


Regular 

Leap 

year 

year 

181 

182 

181 

ise 

184 

184 

183 

183 

184 

184 

183 

183 

184 

184 

184 

184 

181 

182 

182 

18S 

181 

182 

182 

18S 

365 


366 


COMPUTATION    OF   INTEREST   ON    A   QUARTERLY   BASIS    ONE   DAY'S   INTE^IEST   IS 
1/89,    1/90,    1/91,   OR    1/92    OF    l/4    YEAB'S    INTEREST 

Computation  of  interest  will  be  made  on  a  quarterly  basis  in  all  cases  where 
interest  is  payable  for  one  or  more  full  quarter-year  periods,  or  for  one  or  more 
full  quarter-year  iieriods  and  a  fractional  part  of  a  quarter-year  period. 

A  quarter-year  interest  period  is  an  exact  quarter-year  of  three  months,  and 
may  comprise  89,  90,  91,  or  92  days.  An  exact  quarter-year's  interest  is  computed 
for  each  full  quarter-year  period  irrespective  of  the  actual  number  of  days  in 
the  quarter-year.  For  a  fractional  part  of  any  quarter-year  computation  is  on 
the  basis  of  the  actual  number  of  days  in  such  quarter-year  (February  29  being 
included  if  it  falls  within  any  such  quarter-year).  If  the  initial  interest  covers 
a  fractional  part  of  a  quarter-year  (preceding  a  full  quarter-year  period), 
computation  is  on  the  basis  of  the  actual  number  of  days  in  the  quarter-year 
(exactly  3  months)  ending  on  the  day  such  initial  interest  becomes  due:  if  the 
final  interest  covers  a  fractional  part  of  a  quarter-year  (following  a  full  quarter- 
year  period),  computation  is  on  the  basis  of  the  actual  number  of  days  in  the 
quarter-year  beginning  on  the  day  such  final  interest  begins  to  accrue  and 
ending  exactly  three  months  thereafter.  The  number  of  days  in  any  quarter- 
year  period  is  shown  in  the  following  table : 


For  the  quarter-year 


Beginning  from  the  1st  or  15th 
day  of— 


January 

Febniary.- 

March 

April 

May 

June 

July 

August. . .- 
September. 

October 

November- 
December. 


Ending  on  the  1st  or  15th  day  of— 


April 

May 

June 

July 

August 

September. 

October 

November. 
December.. 

January 

February- - 
March 


Number  of  days 

Regular 

Leap 

year 

year 

90 

91 

89 

90 

92 

92 

91 

91 

92 

92 

92 

92 

92 

92 

92 

92 

91 

91 

92 

92 

92 

92 

90 

91 

One  year  (any  4  consecutive  quarters)  _ 


365 


366 
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Use  of  Interest  Tables 

In  the  appended  tables  decimals  are  set  forth  for  use  in  computing  interest 
for  fractional  parts  of  interest  periods.  The  decimals  cover  interest  on  $1,000 
for  one  day  in  each  possible  quarterly  (table  I),  semiannual  (table  II),  and 
annual  (table  III)  interest  period,  at  all  rates  of  interest,  in  steps  of  Vs  percent, 
from  Ys  to  6  percent.  The  amount  of  interest  accruing  on  any  date  (for  a 
fractional  part  of  an  interest  period)  on  $1,000  face  amount  of  any  issue  of 
Treasury  bonds.  Treasury  notes,  or  Treasury  certificates  of  indebtedness  may 
be  ascertained  in  the  following  way  : 

(1)  The  date  of  issue,  the  dates  for  the  payment  of  interest,  the  basis  (quar- 
terly, semiannual,  or  annual)  upon  which  interest  is  computed,  and  the  rate  of 
interest  (percent  per  annum)  may  be  determined  from  the  text  of  the  security, 
or  from  the  official  circular  governing  the  issue. 

(2)  Determine  the  interest  period  of  which  the  fraction  is  a  part,  and  calcu- 
late the  number  of  days  in  the  full  period  to  determine  the  proper  column  to  be 
used  in  selecting  the  decimal  for  one  day's  interest. 

(3)  Calculate  the  actual  number  of  days  in  the  fractional  period  from  but  not 
including  the  date  of  issue  or  the  day  on  which  the  last  preceding  interest 
payment  was  made,  to  and  including  the  day  on  which  the  next  succeeding 
interest  payment  is  due  or  the  day  as  of  which  the  transaction  which  terminates 
the  accrual  of  additional  interest  is  effected. 

(4)  Multiply  the  appropriate  decimal  (one  day's  interest  on  $1,000)  by  the 
number  of  days  in  the  fractional  part  of  the  interest  period.  The  appropriate 
decimal  will  be  found  in  the  appended  table  for  interest  payable  quarterly, 
semiannually,  or  annually,  as  the  case  may  be,  opposite  the  rate  borne  by  the 
security,  and  in  the  column  showing  the  full  interest  period  of  which  the 
fractional  period  is  a  part.  (For  interest  on  any  other  amount,  miiltiply  the 
amount  of  interest  on  $1,000  by  the  other  amount  expressed  as  a  decimal  of 
$1,000. ) 

Treasury  Bills 

The  methods  of  computing  discount  rates  on  U.S.  Treasury  bills  are  given 
below : 

Computation  will  be  made  on  an  annual  basis  in  all  cases.  The  annual  period 
for  bank  discount  is  a  year  of  360  days,  and  all  computations  of  such  discount 
for  a  fractional  part  of  the  year  wall  be  made  on  that  basis.  The  annual  period 
for  true  discount  is  one  full  year  from  but  not  including  the  date  of  issue  to 
and  including  the  anniversary  of  such  date.  Computation  of  true  discount  for 
a  fractional  part  of  a  year  will  be  made  on  the  basis  of  365  days  in  the  year,  or 
366  days  if  February  29  falls  within  the  year. 

BANK   niSCOUNT 

The  bank  discount  rate  on  a  Treasury  bill  may  be  ascertained  by  (1)  sub- 
tracting the  sale  price  of  the  bill  from  its  face  value  to  obtain  the  amount  of 
discount;  (2)  dividing  the  amount  of  discount  by  the  number  of  days  the  bill  is 
to  run  to  obtain  the  amount  of  discount  per  day;  (3)  multiplying  the  amount  of 
discount  per  day  by  360  ( the  number  of  days  in  a  commercial  year  of  12  months 
of  30  days  each)  to  obtain  the  amount  of  discount  per  year;  and  (4)  dividing 
the  amount  of  discount  per  year  by  the  face  value  of  the  bill  to  obtain  the  bank 
discount  rate. 

For  exam  pip : 

91-clay  bill — dated  April  1,  1954 — due  July  1,  1954  : 

Principal    amount — maturity    value ,"J!100.  00 

Price   at   issue — amount   received 99.  50 

Amount    of   discount .  50 

$0.50-^ 91  X360-^!f  100  =  1.978  percent. 

TRUE   DISCOUNT 

The  true  discount  rate  on  a  Treasury  bill  of  not  more  than  one-half  year  in 
length  may  be  ascertained  by  (1  and  2)  obtaining  the  amount  of  discoimt  per 
day  by  following  the  first  two  steps  described  under  "Bank  Discount;"  (3) 
multiplying  the  amount  of  discount  per  day  by  the  actual  number  of  days  in  the 
year  from  the  date  of  issue  (365  ordinarily,  but  366  if  February  29  falls  within 
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the  year  from  date  of  issue)  to  obtain  the  amount  of  discount  per  year ;  and  (4) 
dividing  the  amount  of  discount  per  year  by  the  sale  price  of  the  bill  to  obtain  the 
true  discount  rate. 

For  example  : 

91-day  bill — dated  April  1,  1954— due  July  1,  1954  : 

Principal    amount — maturity    value $100.  00 

Price   at   issue — amount    received 99.  50 

Amount    of   discount 50 

$0.50  ^  91  X  365  ^  $99.50  =  2.016  percent. 


Table  I. — Decimal  for  one  day's  interest  on  $1,000  at  various  rates  of  interest, 
payable  quarterly,  or  on  a  quarterly  basis,  in  regular  years  of  S65  days  and  in 
leap  years  of  366  days 


Rate  per  annum 


K 

Yi 

J^ 

% 

% 

% 

1 

IVs—.. 
iJi— - 

114 — 

IH 

l5i— - 
IJ^—. . 
2 

2ys..... 

2M— - 

2Vs 

2%—- 

2H 

2H 

3 

3M— - 

SVs.-... 

3]4 

3^ 

3H 

3Vs 

4 

41^-  — 
4Ji— - 

4H 

i^A 

4^ 

iVs 

6 

SVs 

SJi 

6H 

53^ 

5H 

5H 

5Vs 

6 ., 


Percent 


Interest  period  ending  on  the  1st  or  15th  of— 


Quarter-year  of 

Quarter-year  of 

92  days 

91  days 

Quarter-year  of 

Quarter-year  of 

Regular  year: 

Regular  year; 

90  days 

89  days 

January,  February, 

July,  December 

Regular  year: 

Regular  year: 

June,  August, 

Leap  year: 

March,  April 

May 

September,  Octo- 

March, April 

Leap  year:  May 

ber,  November 

$0.  003  396  739 

$0.  003  434  066 

$0.  003  472  222 

$0,003  511  236 

.  OOti  793  478 

.006  868  132 

. 006  944  444 

.  007  022  472 

.010  190  217 

.  010  302  198 

.010  416  667 

. 010  533  708 

.  013  58(i  957 

.013  736  264 

.  013  888  889 

.  014  044  944 

.016  983  696 

. 017  170  330 

.017  361  111 

.017  556  180 

.  020  380  435 

.  020  604  396 

. 020  833  333 

.  021  067  416 

.023  777  174 

.  024  038  462 

.  024  305  556 

.  024  578  652 

.  027  173  913 

.  027  472  527 

.  027  777  778 

.  028  089  888 

.  030  570  652 

.  030  906  593 

.  031  250  000 

.031  601  124 

.  033  967  391 

.  034  340  659 

.  034  722  222 

.035  112  360 

.  037  364  130 

.  037  774  725 

.  038  194  444 

. 038  623  596 

.  040  760  870 

.  041  208  791 

.  041  666  667 

.  042  134  831 

.  044  157  609 

.  044  642  857 

.  045  138  889 

.  045  646  067 

.  047  554  348 

.  048  076  923 

.048  611  111 

.  049  157  303 

.  050  951  087 

.  051  510  989 

.  052  083  333 

.  052  668  539 

.  054  347  826 

. 054  945  055 

.  055  555  556 

.  056  179  775 

.  057  744  565 

.  058  379  121 

.  059  027  778 

.059  691  on 

.061  141  304 

.061  813  187 

.  062  500  000 

. 063  202  247 

. 064  538  043 

. 065  247  253 

.  065  972  222 

.  066  713  483 

.  067  934  783 

.  068  681  319 

,  069  444  444 

.  070  224  719 

. 071  331  522 

.072  115  385 

.072  916  667 

.  073  735  955 

.074  728  261 

. 075  549  451 

.  076  388  889 

.077  247  191 

.  078  125  000 

.  078  983  516 

.079  861  111 

,080  758  427 

.081  521  739 

.  082  417  582 

.  083  333  333 

.084  269  663 

.  084  918  478 

.  085  851  648 

. 086  805  556 

. 087  780  899 

.  088  315  217 

.  089  285  714 

. 090  277  778 

.091  292  135 

.091  711  957 

.092  719  780 

.  093  750  000 

.094  803  871 

.  095  108  696 

.  096  153  846 

. 097  222  222 

.098  314  607 

.  098  505  435 

.  099  587  912 

.  100  694  444 

. 101  825  843 

.  101  902  174 

.  103  021  978 

.  104  166  667 

. 105  337  079 

.  105  298  913 

.  106  456  044 

.  107  638  889 

. 108  848  315 

.  108  695  652 

.  109  890  110 

.111  111  111 

.112  359  551 

.  112  092  391 

.  113  324  176 

.114  583  333 

. 115  870  787 

.115  489  130 

. 116  758  242 

.  118  055  556 

.119  382  022 

.118  885  870 

.  120  192  308 

.  121  527  778 

. 122  893  258 

. 122  282  609 

.  123  626  374 

.  125  000  000 

. 126  404  494 

.  125  679  348 

.  127  060  440 

.  128  472  222 

. 129  915  730 

.  129  076  087 

.  130  494  505 

.  131  944  444 

. 133  426  966 

.  132  472  826 

.  133  928  571 

.  135  416  667 

.  136  938  202 

.  135  869  565 

.  137  362  637 

.  138  888  889 

.  140  449  438 

.  139  266  304 

.  140  796  703 

.142  361  111 

.  143  930  674 

.  142  663  043 

.  144  230  769 

. 145  833  333 

. 147  471  910 

. 146  059  783 

.  147  664  835 

.  149  305  556 

.  150  983  146 

. 149  456  522 

.  151  098  901 

.  152  777  778 

.  154  494  382 

.  152  853  261 

. 154  532  967 

.  156  250  000 

.  158  005  618 

.  156  250  000 

. 157  967  033 

.  159  722  222 

.  161  516  854 

. 159  646  739 

.  161  401  099 

.  163  194  444 

.  165  028  090 

.  163  043  478 

. 164  835  165 

.  166  666  667 

.  168  539  326 
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Table  II.— Decimal  for  one  day's  interest  on  $1,000  at  various  rates  of  interest,  pay- 
able semiannually  or  on  a  semiannual  basis,  in  regular  years  of  365  days  and  in  leap 
years  of  366  days 


Rate  per  annum 


Interest  period  ending  on  ttie  1st  or  15th  of— 


Half-year  of  184  days 

Regular  year: 
January,  Febru- 
ary, September, 
November 


Half-year  of  183  days 

Regular  year: 
October,  De- 
cember 

Leap  year: 
April,  June 


Half-year  of  182  days 

Regular  year: 
April,  June 

Leap  year: 
March,  May, 
July,  August 


Half-year  of  181  days 

Regular  year: 
March,  May, 
July,  August 


Percent 

Vb-— - 

H 

H 

J^— — - 

'A 

H-— — 

Vs 

1 — 

IKs 

IH 

1^8 

VA 

1% 

m 

VA 

2 

iVs 

2H 

2^8- 

2K2 

2^ 

2M — 

2J^ 

3 

^Vs- 

3M 

SVs 

334 

3^8 

3M 

ZVs 

4 

4^8 

4^- 

4^8 

4^2 

i% 

4^ 

4K — 

5 

bVi 

5M 

5H 

5J4 

5Vs 

5M 

5Vs 

6 


$0. 


003  396  739 
006  793  478 
010  190  217 
013  586  967 
016  983  696 
020  380  435 
023  777  174 
027  173  913 
030  570  652 
033  967  391 
037  364  130 
040  760  870 
044  157  609 
047  554  348 
050  951  087 
054  347  826 
057  744  565 
061  141  304 
064  538  043 
067  934  783 
071  331  522 
074  728  261 
078  125  000 
081  521  739 
084  918  478 
088  315  217 
091  711  957 
095  108  696 
098  605  435 
101  902  174 
105  298  913 
108  695  652 
112  092  391 
115  489  130 
118  885  870 
122  282  609 
126  679  348 
129  076  087 
132  472  826 
135  869  565 
139  266  304 
142  663  043 
146  059  783 
149  456  522 
152  853  261 
156  260  000 
159  646  739 
163  043  478 


$0.  003 
.006 
.010 
.013 
.017 
.020 
.023 
.027 
.030 
.034 
.037 
.040 
.044 
.047 
.051 
.054 
.058 
.061 
.064 
.068 
.071 
.075 
.078 
.081 
.085 
.088 
.092 
.095 
.099 
.102 
.105 
.109 
.112 
.116 
.119 
.122 
.126 
.129 
.133 
.136 
.140 
.143 
.146 
.160 
.153 
.157 
.160 
.163 


415  301 
830  601 
245  902 
661  202 
076  503 
491  803 
907  104 
322  404 
737  705 
163  005 
568  306 
983  607 
398  907 
814  208 
229  608 
644  809 
060  109 
475  410 
890  710 
306  Oil 
721  311 
136  612 
651  913 
967  213 
382  514 
797  814 
213  115 
628  415 
043  716 
469  016 
874  317 
289  617 
704  918 
120  219 
635  519 
950  820 
366  120 
781  421 
196  721 
612  022 
027  322 
442  623 
857  923 
273  224 
688  525 
103  826 
519  126 
934  426 


$0. 003 
.006 
.010 
.013 
.017 
.020 
.024 
.027 
.030 
.034 
.037 
.041 
.044 
.048 
.061 
.064 
.068 
.061 
.065 
.068 
.072 
.076 
.078 
.082 
.086 
.089 
.092 
.096 
.099 
.103 
.106 
.109 
.113 
.116 
.120 
.123 
.127 
.130 
.133 
.137 
.140 
.144 
.147 
.151 
.164 
.167 
.161 
.164 


434  066 
868  132 
302  198 
736  264 
170  330 
604  396 
038  462 
472  527 
906  693 
340  659 
774  725 
208  791 
642  867 
076  923 
510  989 
945  065 
379  121 
813  187 
247  253 
681  319 
116  385 
649  461 
983  516 
417  582 
861  648 
285  714 
719  780 
153  846 
587  912 
021  978 
466  044 
890  110 
324  176 
758  242 
192  308 
626  374 
060  440 
494  505 
928  571 
362  637 
796  703 
230  769 
664  835 
098  901 
543  967 
967  033 
401  099 
835  165 


$0.  003  463  039 

.  006  906  077 

.  010  359  116 

. 013  812  155 

.017  265  193 

. 020  718  232 

.024  171  271 

. 027  624  309 

. 031  077  348 

. 034  630  387 

.  037  983  426 

.  041  436  464 

. 044  889  603 

. 048  342  541 

. 051  796  580 

.  065  248  619 

.  068  701  667 

.  062  154  696 

.  066  607  736 

.  069  060  773 

.  072  613  812 

. 075  966  851 

.  079  419  890 

. 082  872  928 

. 086  325  967 

. 089  779  006 

. 093  232  044 

.  096  685  083 

.  100  138  122 

.  103  591  160 

. 107  044  199 

.  110  497  238 

.  113  960  276 

. 117  403  315 

.  120  856  354 

.  124  309  392 

.  127  762  431 

.  131  215  470 

.  134  668  508 

.  138  121  547 

.  141  574  586 

.  145  027  624 

. 148  480  663 

.  151  933  702 

.  156  386  740 

.  158  839  779 

.  162  292  818 

.  165  746  856 
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Table  III. —  Decimal  for  one  day's  interest  on  $1,000  at  various  rates  of  interest, 
payable  annually  or  on  an  annual  basis,  in  regular  years  of  365  days  and  in  leap 
years  of  366  days. 


Rate  per  annum 


Regular  year,  365 
days 


Leap  year,  366  days 


Percent 

\i 

H 

Vs 

H 

Vs 

H 

Vs 

1 

VA 

V4 

IH 

VA 

m 

IH 

VA 

2 

2M 

2M 

2% 

214 

25/^ 

2Vi--.- -  — 

2A 

3 

3^^ 

3H 

3y» 

314 

SVs 

3H 

ZA 

4 

4H 

414 

4% 

m 

i% 

AH 

iA 

5 

5H 

514 

5% 

5A 

55^ 

5H 

5Ji 

6 


$0. 003  424  658 
.006  849  315 
. 010  273  973 
.013  698  630 
.017  123  288 
. 020  547  945 
.023  972  603 
. 027  397  260 
. 030  821  918 
. 034  246  575 
.037  671  233 
. 041  095  890 
. 044  520  548 
. 047  945  205 
. 051  369  863 
. 054  794  521 
.058  219  178 
.061  643  836 
. 065  068  493 
.068  493  151 
.071  917  808 
. 075  342  466 
. 078  767  123 
.082  191  781 
. 085  616  438 
.  089  041  096 
.092  465  753 
. 095  890  411 
.099  315  068 
. 102  739  762 
. 106  164  384 
. 109  589  041 
.  113  013  699 
.  116  438  356 
.119  863  014 
. 123  287  671 
. 126  712  329 
.  130  136  986 
.  133  561  644 
.  136  986  301 
.  140  410  959 
.  143  835  616 
. 147  260  274 
. 150  684  932 
.  154  109  589 
.  157  534  247 
.  160  958  904 
.  164  383  562 


>0.003  415  301 
.  006  830  601 
.  010  254  902 
.013  661  202 
.  017  076  503 
.  020  491  803 
.  023  907  104 
.027  322  404 
.030  737  705 
.  034  153  005 
.  037  568  306 
.  040  983  607 
.  044,  398  907 
. 047  814  208 
. 051  229  508 
. 054  644  809 
. 058  060  109 
.061  475  410 
. 064  890  710 
.068  306  Oil 
.071  721  311 
. 075  136  612 
.  078  551  913 
.  081  967  213 
. 085  382  514 
.  088  797  814 
.092  213  115 
.  095  628  415 
.  099  043  716 
.  102  459  016 
.  105  874  317 
. 109  289  617 
.  112  704  918 
.  116  120  219 
.  119  535  519 
.  122  950  820 
. 126  366  120 
.  129  781  421 
. 133  196  721 
.  136  612  022 
.  140  027  322 
.  143  442  623 
.  146  857  923 
. 150  273  224 
.  153  688  525 
. 157  103  825 
.  160  519  126 
.  163  934  426 
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Exhibit  7. — Ninth  revision,  December  23,  1964,  of  Department  Circular  No.  530, 
regulations  governing  United  States  savings  bonds 

Treasury  Department, 
Washington,  December  23,  1964- 

Department  Circular  No.  530,  Eighth  Revision,  dated  December  26,  1957,  as 
amended  (31  CFR  315),  is  hereby  further  amended  and  issued  as  the  Ninth  Revi- 
sion. 

Authority  :  Sees.  315.0  to  315.93  issued  under  authority  of  sections  22  and  25 
of  the  Second  Liberty  Bond  Act,  as  amended,  49  Stat.  21,  as  amended,  73  Stat. 
621  (31  U.S.C.  757c,  757c-l). 


SUBPART  A — GENERAL  INFORMATION 

Sec.  315.  ApplicahUity  of  rcgidations. — These  regulations  apply  to  all  United 
States  savings  bonds  of  whatever  series  designation  (hereinafter  referred  to  as 
"savings  bonds"  or  "bonds")  bearing  any  issue  dates  whatever,  to  the  extent 
specified  herein  and  in  the  offering  circulars  governing  such  bonds.  The  provi- 
sions of  these  regulations  with  respect  to  bonds  registered  in  the  names  of  cer- 
tain classes  of  individuals,  fiduciaries,  and  organizations  are  equally  applicable 
to  bonds  to  which  such  individuals,  fiduciaries,  and  organizations  are  otherwise 
shown  to  be  entitled  under  these  regulations.  The  provisions  of  Department  Cir- 
cular No.  300,  current  revision  (31  CFR  306),  have  no  application  to  savings 
bonds. 

Sec.  315.1  Official  agencies. — The  Bureau  of  the  Public  Debt  of  the  Treasury 
Department  is  charged  with  matters  relating  to  savings  bonds.  Correspondence 
concerning  transactions  after  original  issue  and  requests  for  appropriate  forms 
should  be  addressed  to  (1)  the  Federal  Reserve  bank  or  branch  of  the  district 
in  which  the  correspondent  is  located,  or  (2)  the  Bureau  of  the  Public  Debt, 
Division  of  Loans  and  Currency  Branch,  536  South  Clark  Street,  Chicago,  111. 
60605,  or  (3)  the  Office  of  the  Treasurer  of  the  United  States,  Securities  Divi- 
sion, Washington,  D.C.  20220,  except  where  specific  instructions  are  otherwise 
given  in  these  regulations.  Notices  or  documents  not  filed  in  accordance  with 
instructions  in  these  regulations  will  not  be  recognized.  The  addresses  of  the 
Federal  Reserve  banks  and  branches  are: 


Federal  Reserve  Bank  of  Boston,  Bos- 
ton, Mass.     02106. 
Federal  Reserve  Bank  of  New  York, 
New  York,  N.Y.     10045. 

Buffalo     Branch,     Buffalo,     N.Y. 
14240. 
Federal  Reserve  Bank  of  Philadelphia, 

Philadelphia,  Pa.     19101. 
Federal  Reserve  Bank   of  Cleveland, 
Cleveland,  Ohio     44101. 

Cincinnati     Branch,     Cincinnati, 

Ohio     45201. 
Pittsburgh     Branch,     Pittsburgh, 
Pa.     15230. 
Federal  Reserve  Bank  of  Richmond, 
Richmond,  Va.     23213. 

Baltimore  Branch,  Baltimore,  Md. 

21203. 
Charlotte  Branch,  Charlotte,  N.C. 
2S201. 
Federal  Reserve  Bank  of  Atlanta,  At- 
lanta, Ga.     30303. 

Birmingham     Branch,     Birming- 
ham,'^ Ala.     35202. 
Jacksonville  Branch,  Jacksonville, 

Fla.     32201. 
Nashville    Branch,    Nashville, 
Tenn.    37203. 


Federal  Reserve  Bank  of  Atlanta,  At- 
lanta, Ga.     30303— Continued 

New    Orleans    Branch,    New    Or- 
leans, La.    70160. 
Federal  Reserve  Bank  of  Chicago,  P.O. 
Box  834,  Chicago,  111.     60690. 

Detroit   Branch,    P.O.    Box   1059, 

Detroit,  Mich.     48231. 

Federal  Reserve  Bank  of  St.   Louis, 

P.O.  Box  442,  St.  Louis,  Mo.     63166. 

Little    Rock    Branch,    P.O.    Box 

1261,  Little  Rock,  Ark.     72203. 
Louisville  Branch,  P.O.  Box  899, 

Louisville,  Ky.     40201. 
Memphis  Branch,  P.O.   Box  407, 
Memphis,  Tenn.     38101. 
Federal  Reserve  Bank  of  Minneapolis, 
Minneapolis,  Minn.     55440. 

Helena    Branch,    Helena,    Mont. 
59601. 
Federal  Reserve  Bank  of  Kansas  City, 
Kansas  City,  Mo.     64106. 

Denver     Branch,     Denver,     Colo. 

80217. 
Oklahoma  City  Branch,  Oklahoma 

City,  Okla.     73101. 
Omaha    Branch,    Omaha,    Nebr. 
68102. 
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Federal  Reserve  Bank  of  Dallas,  Sta-         Federal  Reserve  Bank  of  San  Fran- 

tion  K,  Dallas,  Tex.     75222.  cisco,  San  Francisco,  Calif.     94120. 

El  Paso  Branch,  P.O.  Box  100,  El  Los    Angeles    Branch,    P.O.    Box 

Paso,  Tex.     79999.  2077,  Los  Angeles.  Calif.     90054. 

Houston  Branch,  P.O.  Box  2578,  Portland  Branch,  P.O.  Box  3456, 

Houston,  Tex.     77001.  Portland,  Oreg.     97208. 

San   Antonio    Branch,    P.O.    Box  Salt  Lake  City  Branch,  P.O.  Box 

1471,  San  Antonio,  Tex.     78206.  780,     Salt     Lake     City,     Utah 

84110. 
Seattle   Branch,    P.O.    Box   3567, 
Seattle,  Wash.     98124. 

Sec.  315.2.    Definition  of  words  and  terms  as  used  in  these  regnlations. 

(a)  "Authorized  issuing  agent"  means  an  incorporated  bank,  trust  company, 
savings  bank,  savings  and  loan  association,  other  organization,  or  instrumentality 
of  the  United  States,  qualified  as  an  issuing  agent  under  the  i)rovisions  of  De- 
partment Circular  No.  657,  current  revision   (31  CFR  317). 

(b)  "Authorized  paying  agent"  means  an  incorporated  bank,  trust  company, 
savings  bank,  savings  and  loan  association,  or  other  organization  qualified  as 
a  paying  agent  under  the  provisions  of  Department  Circular  No.  750,  current 
revis'ion  (31  CFR  321). 

(c)  "Court"  means  one  which  has  jurisdiction  over  the  parties  and  subject 
matter. 

(d)  "Extended  maturity  date"  is  the  date  on  which  a  bond  will  mature  and 
cease  to  bear  interest  under  applicable  optional  extension  provisions. 

(e)  "Extended  maturity  value"  is  the  value  of  a  bond  at  maturity  under 
applicable  optional  extension  provisions. 

(f)  "Face  value"  of  a  bond  refers  to  the  value  of  the  bond  as  shown  on  the 
face  thereof. 

(g)  "Incompetent"  refers  to  a  person  under  any  legal  disability  except 
minority. 

(h)  "Maturity  date"  means  the  date  on  which  the  bond  will  mature  by  the 
terms  of  the  circular  offering  it  for  sale  without  regard  to  any  optional  extension 
period. 

(i)  "Optional  extension  period"  ^  means  any  period  after  maturity  date  which 
the  owner  may  retain  the  bonds  and  continue  to  earn  interest  on  the  maturity 
value  in  accordance  with  the  terms  of  the  circular  offering  such  bonds  for  sale. 

(j)  "Payment"  and  "redemption"  are  used  interchangeably,  unless  otherwise 
indicated.     They  refer  to  payment  of  a  bond  in  accordance  with  these  regulations. 

(k)  "Personal  trust  estate"  means  a  trust  estate  established  by  natural  persons 
in  their  own  right  for  the  benefit  of  themselves  or  other  natural  persons  in  whole 
or  in  iiart,  and  common  trust  funds  comprised  in  whole  or  in  part  of  such  trust 
estates. 

(1)  "Presented  and  surrendered"  and  "presentation  and  surrender"  mean 
the  actual  receipt  of  a  bond,  with  an  appropriate  request  for  the  particular 
transaction,  by  the  Bureau  of  the  Public  Debt,  Chicago  or  Washington  oflice, 
the  Ofl3ce  of  the  Treasurer  of  the  United  States,  Securities  Division,  or  a  Federal 
Reserve  bank  or  branch,  or,  if  the  transaction  is  one  which  an  authorized 
paying  agent  may  handle,   receipt  by  such  authorized  paying  agent. 

(m)  "Representative  of  the  estate  of  a  minor,  incompetent,  aged  person, 
absentee,  etc.,"  means  a  guardian,  conservator,  or  similar  representative  ap- 
pointed by  a  court  or  otherwise  legally  qualified,  regardless  of  the  title  by  which 
designated.  These  terms  do  not  refer  to  a  voluntary  guardian  recognized  under 
sec.  315.53,  to  a  natural  guardian,  such  as  a  parent,  including  a  parent  to  whom 
custody  of  a  child  has  been  awarded  through  divorce  proceedings  or  a  parent 
by  adoption,  or  to  the  executor  or  administrator  of  the  estate  of  a  decedent. 

(n)  "Reissue"  means  the  cancellation  and  retirement  of  a  bond  and  issue 
of  a  new  bond  or  bonds  of  the  same  series,  amount  (face  value)  (or  the  re- 
mainder thereof  in  case  of  partial  redemption),  and  issue  date. 

(o)  "Taxpayer  identifying  number"  means  the  appropriate  identifying  num- 
ber as  required  on  tax  returns  and  other  documents  submitted  to  the  Internal 


1  All  Series  E  bonds  have  a  10-year  optional  extension  period.  Those  bearing  issue  dates 
of  Mav  1,  1941.  through  Mav  1,  1949,  have  a  second  lO-year  optional  extension  period. 
Series  "H  bonds  bearing  issue  dates  of  June  1,  1952,  through  Jan.  1,  1957,  have  a  10-year 
optional  extension  period.     Other  bonds  do  not  have  this  feature. 
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Revenue  Service,  i.e.,  an  individual's  social  security  account  number  or  an 
employer  identification  number.  The  social  security  account  number  is  com- 
posed of  nine  digits  separated  by  two  hyphens,  for  example,  123-45-6789 ;  the 
employer  identification  number  is  composed  of  nine  digits  separated  by  one 
hyphen,  for  example,  12-3456789.  The  hyphens  are  an  essential  part  of  the 
numbers  and  must  be  included. 

SUBPART  B — BEGISTKATION 

Sec.  315.5  General. — Savings  bonds  are  issued  only  in  registered  form.  The 
registration  used  on  issue  or  reissue  must  express  the  actual  ownership  of  and 
interest  in  the  bond  and,  except  as  otherwise  specifically  provided  in  Subpart  E 
and  section  315.48  of  Subpart  J  of  these  regulations,  will  be  considered  as 
conclusive  of  such  ownership  and  interest.  No  designation  of  an  attorney, 
agent,  or  other  representative  to  request  or  receive  payment  on  behalf  of  the 
owner  or  a  coowner,  nor  any  restriction  on  the  right  of  the  owner  or  a  coowner 
to  receive  payment  of  the  bond  or  interest,  except  as  provided  in  the  regulations, 
may  be  made  in  the  registration  or  otherwise.  Registrations  requested  in 
applications  for  purchase  or  requests  for  reissue  should  be  clear,  accurate,  and 
complete,  conform  with  one  of  the  forms  set  forth  in  this  subpart,  and  include 
the  appropriate  taxpayer  identifying  number.^  The  registration  of  all  bonds 
owned  by  the  same  person,  organization,  or  fiduciary  should  be  uniform  with 
respect  to  the  name  of  the  owner  and,  in  the  case  of  a  fiduciary,  the  description 
of  the  fiduciary  capacity.  The  owner,  coowner,  or  beneficiary  should  be  desig- 
nated by  the  name  by  which  he  is  ordinarily  known  or  the  one  under  which  he 
does  business,  including  preferably  at  least  one  full  given  name.  The  name 
may  be  preceded  by  any  applicable  title,  such  as  "Dr."  or  "Rev.,"  or  followed  by 
"M.D.,"  "D.D.,"  or  other  similar  designation.  "Sr."  or  "Jr."  or  a  similar  suflix 
should  be  included,  when  ordinarily  used  or  when  necessary  to  distinguish 
the  owner  from  a  member  of  his  family.  The  name  of  a  woman  must  be  preceded 
by  "Miss"  or  "Mrs.,"  imless  some  other  applicable  title  or  designation  is  used. 
A  married  woman's  own  given  name,  not  that  of  her  husband,  must  be  used, 
for  example,  "Mrs.  Mary  A.  Jones,"  NOT  "Mrs.  Frank  B.  Jones."  The  post 
oflSce  address  should  include  where  appropriate,  the  number  and  street,  route, 
or  any  other  local  feature,  and  the  ZIP  Code. 
Sec.  315.6    Restrictions  on  registration. 

(a)  Residence. — Registration  of  bonds  is  restricted  on  original  issue,  but  not 
on  authorized  reissue,  to  persons  (whether  natural  persons  or  others)  who  are: 

(1)  residents  of  the  United  States,  its  territories  and  possessions,  the  Common- 
wealth of  Puerto  Rico,  and  the  Canal  Zone ; 

(2)  citizens  of  the  United  States  temporarily  residing  abroad  ;  and 

(3)  civilian  employees  of  the  United  States  or  members  of  its  Armed  Forces, 
regardless  of  their  residence  or  citizenship. 

However,  other  natural  persons  may  be  designated  as  coowners  or  beneficiaries 
with  natural  persons  of  the  above  classes,  whether  on  original  issue  or  reissue, 
except  that  registration  is  not  permitted  in  any  form  which  includes  the  name  of 
any  alien  who  is  resident  of  any  area  with  respect  to  which  the  Treasury  Depart- 
ment restricts  or  regulates  the  delivery  of  checks  drawn  against  funds  of  the 
United  States  or  any  agency  or  instrumentality  thereof.^ 

(b)  Minority. — Bonds  purchased  by  another  person  with  funds  belonging  to 
a  minor  should  be  registered  in  the  name  of  the  minor  without  a  coowner  or 


1  It  is  not  mandatory  to  include  taxpayer  identifying  numbers  in  registrations  of  Series  E 
bonds.  Issuing  agents  for  Series  E  bonds  issued  under  payroll  savings  plans  who  desire 
to  place  such  numbers  on  the  bonds  should  obtain  instructions  from  the  Bureau  of  the 
Public  Debt,  Washington,  D.C.  20220.  As  the  numbers  must  be  included  in  Series  H 
bond  registrations,  except  with  respect  to  such  persons  and  organizations  as  may  be  exempt 
from  furnishing  such  numbers  under  the  regulations  of  the  Internal  Revenue  Service,  they 
are  shown  in  the  examples  in  sec.  315.7  for  guidance.  Series  H  bonds  inscribed  in  the 
name  of  an  individual,  with  or  without  a  beneficiary,  must  show  the  individual's  social 
security  account  number.  The  social  security  account  number  of  either  coowner  may  be 
shown  on  bonds  registered  in  coownership  form,  except  that  if  the  coowners  are  husband 
and  wife,  the  husband's  number  should  be  shown.  If  the  coowners  are  a  minor  and  an 
adult,  the  adult's  number  should  be  shown.  Questions  concerning  taxpayer  identifying 
numbers  and  correct  forms  of  registration  should  be  submitted  to  the  Federal  Reserve  bank 
or  branch  of  the  appropriate  district,  or  to  the  Bureau  of  the  Public  Debt,  Division  of 
Loans  and  Currency  Branch,  5.36  South  Clark  Street,  Chicago,  111.  60605,  or  to  the  Office 
of  the  Treasurer  of  the  United  States,  Securities  Division,  Washington,  D.C.     20220. 

"  See  Department  Circular  No.  655,  current  revision  (31  CFR  211). 
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beneficiary.  A  minor  may  name  a  coo\^^le^  or  beneficiary  on  bonds  he  purchases 
with  his  wages,  earnings,  or  other  funds  belonging  to  him  and  under  his  control. 
A  minor,  whether  or  not  under  legal  guardianship,  may  be  named  as  owner,  co- 
owner,  or  beneficiary  on  bonds  purchased  by  another  individual  with  funds  other 
than  those  belonging  to  the  minor. 

If  there  is  a  representative  of  a  minor's  estate,  bonds  should  be  registered 
in  the  name  of  the  minor,  or  in  the  name  of  the  representative,  followed  in 
either  case  by  an  appropriate  reference  to  the  guardianship.  Bonds  purchased 
by  a  representative  of  two  or  more  minors,  even  though  appointed  in  a  single 
proceeding,  should  be  registered  separately  in  a  form  to  show  each  guardianship 
estate.  A  bond  may  be  purchased  as  a  gift  to  a  minor  under  a  gifts  to  minors 
statute  in  effect  in  a  State  in  which  either  the  donor  or  the  minor  resides,  in 
which  case  the  bond  should  be  registered  as  provided  in  the  statute,  with  the 
addition  of  a  parenthetical  reference  identifying  the  statute  if  the  registration 
does  not  clearly  identify  it.  Registration  in  the  name  of  a  natural  guardian  is 
not  authorized.     See  examples  of  forms  of  registration  under  see.  315.7  (ft). 

(c)  Incompetency. — Bonds  should  not  be  registered  in  the  name  of  an  incom- 
petent unless  there  is  a  legal  representative  of  his  estate,  except  under  the 
provisions  of  sec.  315.53.  If  there  is  a  legal  representative,  the  provisions  of 
paragraph  (ft)  of  this  section  apply  as  to  registration  in  the  name  of  the  legal 
representative  or  in  the  name  of  the  incompetent  followed  by  reference  to  the 
guardian.ship. 

Sec.  315.7.  Authorised  forms  of  registration. — Subject  to  any  limitations  or 
restrictions  contained  in  these  regulations  on  the  right  of  any  person  to  be  named 
as  owner,  coowner,  or  beneficiary,  bonds  may  be  registered  in  the  following 
forms :  ^ 

(a)  Natural  persons. — In  the  names  of  natural  persons  in  their  own  right. 

(1)  Single  owner.    Example:  John  A.  Jones  123-4.5-6789. 

(2)  Cooivner ship  form — two  persons  (only).    In  the  alternative  as  coowners. 

Examples : 

John  A.  Jones  123-45-6789  or  Mrs.  Ella  S.  Jones. 
Mrs.  Ella  S.  Jones  or  John  A.  Jones  123-45-9876. 

No  other  form  of  registration  establishing  coownership  is  authorized. 

(3)  Beneficiary  form — two  persons  (only).     Examples: 

John  A.  Jones  123-45-6789  payable  on  death  to  Mrs.  Ella  S.  Jones. 

John  A.  Jones  123-45-6789  P.O.D.  Mrs.  Ella  S.  Jones. 
"Payable  on  death"  may  be  abbreviated  to  "P.O.D."  as  indicated  in  the  last 
example.     The  first  person  named  is  hereinafter  refen-ed  to  as  the  owner  and 
the  second  named  person  as  the  beneficiary. 

(b)  Fiduciaries  and  private  or  public  organizations. — Only  the  single  owner 
form  of  registration  is  available  for  bonds  owned  by  other  than  natural  persons, 
and  the  registration  miist  conform  to  the  forms  authorized  in  this  subsection. 

(1)  Fiduciaries.— In  the  names  of  any  persons  or  organizations,  public  or 
private,  as  fiduciaries,  but  not  where  the  fiduciary  would  hold  the  bonds  merely 
or  principally  as  security  for  the  performance  of  a  duty,  obligation,  or  service, 
(i)  Guardians,  custodians,  conservators,  etc. — In  the  name  and  title  or  capacity 
of  the  legally  appointed,  designated,  or  authorized  representative  or  representa- 
tives of  the  estate  of  a  minor,  incompetent,  aged  person,  absentee,  etc.,  or  in  the 
name  of  such  individual,  followed  by  an  appropriate  reference  to  the  estate  and 
showing  the  nature  of  the  legal  disability  or  referring  to  the  applicable  statute. 
Examples : 

William  C.  Jones,  guardian  (or  conservator,  trustee,  etc.)  of  the  estate  of 
James  F.  Brown  123—45-6789,  a  minor  (or  an  incompetent,  aged  person, 
infirm  person,  or  absentee) . 
John  Smith  123—45-6789,  a  minor  (or  an  incompetent,  aged  person,  infirm 
person,  or  absentee)  under  legal  guardianship  (or  conservatorship  or 
trusteeship,  etc.)  of  Henry  C.  Smith. 
John  Smith  123-45-6789.  an  adult  under  conservatorship  of  Henry  Smith 

pursuant  to  sec.  572. 1963  Iowa  Probate  Code. 
John  Smith  123-45-6789,  a  minor  (or  incompetent)  under  custodianship  by 
designation  of  the  Veterans  Administration. 


1  See  Department  Circular  No.  655,  current  revision  (31  CFR  211). 
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John  Smith  123-45-6789,  an  incompetent  for  whom  Henry  C.  Smith  has  been 

designated  trustee  by  the  Department  of  the  Army  pursuant  to  37  U.S.C. 

351-354. 
William  C.   Jones,   as   custodian   for  John   Smith   123-45-6789,  under  the 

California  Uniform  Gifts  of  Securities  to  Minors  Act. 
William  C.  Jones,  as  custodian  for  John  Smith  123^5-6789,  a  minor,  under 

the  laws  of  Georgia  ( Chapter  48-3,  Code  of  Ga.  Ann. ) . 
Richard  Roe  123—45-6789,  a  minor   (or  an  incapacitated  adult)   beneficiary 

for  whom   Reva  Roe  has  been  designated   representative  payee  by  the 

Secretary   of   Health,    Education,    and   Welfare,    pursuant   to   42    U.S.C. 

405(j). 

(ii)     Executors,  administrators,  etc. 

(a)  In  the  name  of  the  representative  o.r  representatives  of  the  estate  of  a 
decedent  appointed  by  a  court  or  otherwise  legally  qualified.  The  registration 
should  include  the  name  of  the  decedent  and  the  name  or  names  of  all  repre- 
sentatives. The  name  and  title  of  the  representative  must  be  followed  by 
adequate  identifying  reference  to  the  estate.     Example: 

John  Smith,  executor  of  the  will  (or  administrator  of  the  estate)  of  Henry 
J.  Smith,  deceased  12-3456789. 

(b)  In  the  name  of  an  executor  authorized  to  administer  a  trust  under  the 
terms  of  a  will  although  he  is  not  named  as  trustee.     Example: 

John  Smith,  executor  of  the  will  of  Henry  J.  Smith,  deceased,  in  trust  for 
Mrs.  Jane  Smith,  with  remainder  over  12-3456789. 

(iii)  Trustees. — In  the  name  and  title  or  capacity  (or  title  or  capacity  alone 
where  hereinafter  provided)  of  the  trustee  or  trustees  of  a  single  duly  constituted 
trust  estate  (which  will  be  considered  as  an  entity),  substantially  in  accordance 
with  the  examples  set  forth  in  this  paragraph.  Unless  otherwise  indicated,  an 
adequate  identifying  reference  should  be  made  to  the  trust  instrument  or  other 
authority  creating  the  trust.  A  common  trust  fund  established  and  maintained 
according  to  law  by  a  financial  institution  duly  authorized  to  act  as  a  fiduciary 
will  be  considered  as  a  single  duly  constituted  trust  estate  within  the  meaning 
of  these  regulations. 

(a)  Will,  deed  of  trust,  agreetnent,  or  similar  instrument. — Examples: 

John  Smith  and  the  First  National  Bank,  trustees  under  the  will  of  Henry 

J.  Smith  deceased  12-3456789. 
The  Second  National  Bank,  trustee  under  an  agreement  with   George  E. 

White,  dated  February  1,  1935,  12-3456789. 

If  the  authority  creating  the  trust  designates  by  title  only  an  ofiicer  of  a  board 
or  an  organization  as  trustee,  only  the  title  of  the  officer  should  be  used  in  the 
registration.     Example : 

Chairman,  Board  of  Trustees,  First  Church  of  Christ,  Scientist,  of  Chicago, 
111.,  in  trust  under  the  will  of  Henry  J.  Smith,  deceased  12-3456789. 

If  the  trustees  are  too  numerous  to  be  designated  in  the  inscription  by  names 
and  capacity,  the  names  or  some  of  the  names  may  be  omitted.     Examples : 

John  Smith,  Henry  Jones,  et  al.,  trustees  under  the  will  of  Henry  J.  Smith, 
deceased  12-3456789. 

Trustees  under  the  will  of  Henry  J.  Smith,  deceased  12-3456789. 

(b)  Pension,  retirement,  or  similar  fund,  or  employees'  savings  plans. — In  the 
name  and  title  (or  title  alone)  of  the  trustee  or  trustees  of  a  pension,  retirement, 
or  similar  fund,  or  an  employees'  savings  plan.  If  the  instrument  creating  the 
trust  provides  that  the  trustees  shall  serve  for  a  limited  term,  the  names  of  the 
trustees  may  be  omitted.     Examples: 

First  National  Bank  and  Trust  Company,  trustee  of  the  Emplovees'  Savings 

Plan  of  Jones  Company,  Inc.,  U/A  dated  Jan.  17,  1959,  12-3456789. 
Trustees  of  the  Employees'  Savings  Plan  of  Johnson  Company,  Inc.,  U/A 

dated  Jan.  20,  1964,  12-3456789. 
First  National  Bank,  trustee  of  pension  fund  of  Industrial  Manufacturing 

Company,  under  agreement  with  said  company  dated  Mar.  31,  1949,  12- 

3456789. 
Trustees  of  Retirement  Fund  of  Industrial  Manufacturing  Company,  under 

resolution  adopted  by  its  board  of  directors  on  Mar.  31,  1949,  12-3456789. 

(c)  Funds  of  a  lodge,  church,  society,  or  similar  organization. — If  the  funds 
of  a  lodge,  church,  society,  or  similar  organization,  whether  incorporated  or  not, 
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are  held  in  trust  by  a  trustee  or  trustees  o.r  a  board  of  trustees,  only  the  capacity 
should  be  used  in  the  registration.    Examples : 

Trustees  of  the  First  Baptist  Church,  Akron,  Ohio,  acting  as  a  Board  under 

section  15  of  its  by-laws,  12-3456789. 
Trustees  of  Jamestown  Lodge  No.  1,000,  Benevolent  and  Protective  Order 

of  Elks,  under  section  10  of  its  by-laws,  12-345G7.S9. 
Board  of  Trustees  of  the  Lotus  Club,  Washington,  Ind.,  under  Article  X 
of  its  constitution,  12-3456789. 

(d)  Public  officers,  corporations,  or  bodies. — If  a  public  officer,  public  corpora- 
tion, or  public  body  acts  as  trustee  under  express  authority  of  law,  only  the  title 
should  be  used  in  the  registration.     Examples: 

Rhode  Island   Sinking  Fund  Commission,  trustee  of  the  General   Sinking 

Fund,  under  Ch.  35,  Gen.  Laws  of  R.I. 
Superintendent  of  the  Confederate  Home  for  Men,  in  trust  for  the  Benefit 

Fund,  under  sec.  3183c,  Vernon's  Civil  Stats,  of  Texas  Ann. 

(e)  School,  class,  or  activity  fund. — If  the  principal  or  other  officer  of  a  public, 
private,  or  parochial  school  acts  as  trustee  for  the  benefit  of  the  student  body  or 
a  class,  group,  or  activity  thereof,  only  the  title  should  be  used  in  the  registra- 
tion, and  if  the  amount  purchased  for  any  one  fund  does  not  exceed  $500  (face 
value),  no  reference  need  be  made  to  a  trust  instrument.     Examples: 

Principal,  Western  High  School,  in  trust  for  Class  of  1955  Library  Fund 

12-34,56789. 
Director  of  Athletics,  Western  High  School,  in  trust  for  Student  Activities 
Association  under  resolution  adopted  May  12,  1955,  12-3456789. 
(iv)   Life  tenants. — In  the  name  of  a  life  tenant,  followed  by  adequate  identi- 
fying reference  to  the  instrument  creating  the  life  tenancy.     Example : 

Mrs.  Jane  Smith,  life  tenant  under  the  will  of  Henry  J.  Smith,  deceased 
12-3456789. 
(v)  Investment  agents. — In  the  name  of  a  bank,  trust  company,  or  other  fi- 
nancial institution,  or  individual,  holding  fimds  of  a  religious,  educational, 
charitable,  or  nonprofit  organization,  whether  or  not  incorporated,  as  agent 
under  an  agreement  with  the  organization  for  the  sole  purpose  of  investing  and 
reinvesting  the  funds  and  paying  the  income  to  the  organization.  The  name  and 
designation  of  the  agent  should  be  followed  by  an  adequate  identifying  refer- 
ence to  the  agreement.    Examples  : 

Black  County  National  Bank,  fiscal  agent  12-3456789,  under  agreement  with 
the  Evangelical  Lutheran  Church  of  The  Holy  Trinity,  dated  Dec.  28.  1949. 
First   National   Bank   and   Trust   Company,   investment   agent   12-3456789, 
under  agreement  dated  Sept.  16,  1964,  with  Central  City  Post  No.  1000, 
Department  of  Illinois,  American  Legion. 
(2)  Private    organizations     {corporations,    associations,    and    partnerships, 
etc.). — In  the  name  of  any  private  organization,  but  not  in  the  names  of  com- 
mercial banks,  which  are  defined  for  this  purpose  as  those  accepting  demand 
deposits.     The  full  legal  name  of  the  oi-ganization,   without  mention   of  any 
officer  or  member  by  name  or  title,  should  be  used  as  follows  : 

(i)  A  corporation.— A  business,  fraternal,  religious,  or  other  private  corpora- 
tion, followed  preferably  by  the  words  "a  corporation"  (unless  the  fact  of  in- 
corporation is  shown  in  the  name) .    Examples  : 

Smith  Manufacturing  Company,  a  corporation,  12-3456789. 
Jones  and  Brown  ,Inc.  12-3456789. 

(ii)  An  unincorporated  association. — An  unincorporated  lodge,  society,  or  sim- 
ilar .self-governing  association,  followed  preferably  by  the  words  "an  unincor- 
porated association."  The  term  "an  unincorporated  association"  should  not 
be  used  to  describe  a  trust  fund,  a  board  of  trustees,  a  partnership,  or  a  business 
conducted  under  a  trade  name  or  as  a  sole  proprietorship.  If  the  association 
is  chartered  by  or  affiliated  with  a  parent  organization,  the  name  or  designation 
of  the  subordinate  or  local  organization  should  be  given  first,  followed  by  the 
name  of  the  parent  organization.  The  name  of  the  parent  or  national  orga- 
nization may  be  placed  in  parentheses  and,  if  it  is  well  known,  may  be  abbre- 
viated.   Examples : 

The  Lotus  Club,  an  unincorporated  association,  12-3456789. 

Local  447,  Brotherhood  of  Railroad  Trainmen,  an  unincorporated  associa- 
tion, 12-3456789. 
782-556— 66^ 16 
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Eureka    Lodge    No.    317    (A.F.    &    A.M.),    an    unincorporated    association, 
12-3456789. 

(iii)   A  partnership. — A  partnership  (which  will  be  considered  as  an  entity), 
followed  by  the  words  "a  partner.ship."    Examples  : 
Smith  and  Brown,  a  partnership  12-3456789. 
Acme  Novelty  Company,  a  partnership  12-3456789. 
(iv)  Institutions  {churches,  hospitals,  homes,  schools,  etc.). — In  the  name  of 
a  church,  hospital,  home,  scliool,  or  similar  institution  conducted  by  a  private 
organization  or  by  private  trustees,  regardless  of  the  manner  in  which  it  is 
organized  or  governed  or  title  to  its  property  is  held.     Examples : 

Shriners'  Hospital  for  Crippled  Children,  St.  Louis,  Mo.  12-3456789. 
St.  Mary's  Roman  Catholic  Church.  Albany,  N.Y.  12-3456789. 
Rodeph  Shalom  Sunday  School,  Philadelphia,  Pa.  12-3456789. 

(3)  Government  units,  agencies,  and  officers. — In  the  full  legal  name  or  title 
of  the  owner  or  oflBcial  custodian  of  public  funds,  other  than  trust  funds,  as 
follows : 

(i)   Any  governmental  unit,  as  a  State,  county,  city,  town,  village,  or  school 
district.    Examples : 
State  of  Maine. 

Town  of  Rye.  New  York  (Street  Improvement  Fund), 
(ii)   Any  board,  commission,  government  owned  corporation,  or  other  public 
body  duly  constituted  by  law.  Example  : 
Maryland  State  Highway  Commission. 
( iii )   Any  public  officer  designated  by  title  only.    Example : 

Treasurer,  City  of  Chicago, 
(c)    Treasurer  of  the  United  States  as  coon-ner  or  Tienefieiary.- — Tliose  who 
desire  to  do  so  may  make  gifts  to  the  United  States  by  designating  the  Treas- 
urer of  the  United  States  as  coowner  or  beneficiary.     Bonds  so  registered  may 
not  be  reissued  to  change  the  designation.    Examples  : 

John  A.  Jones  123^5-6789  or  the  Treasurer  of  the  United  States  of  America. 

John  A.  Jones  123-45-6789  P.O.D.  the  Treasurer  of  the  United  States  of 

America. 

Sec.  315.8.  Unauthorised  registration.— A.  savings  bond   inscribed  in  a  form 

not  substantially  in  agreement  with  one  of  those  authorized  by  this  subpart  will 

not  be  considered  as  validly  issued,  except  that  once  it  is  established  that  the 

bond  can  be  reissued   in  a  form  of  registration  which    is   valid  under  these 

regulations  it  will  be  considered  as  having  been  validly  issued  from  the  date  of 

original  issue. 

SUBPART    C LIMITATIONS    ON    HOLDINGS 

Sec.  315.10.  Amount  which  may  he  held. — The  amounts  of  savings  bonds  of 
each  series,  issued  in  any  one  calendar  year,  which  may  be  held  by  any  one 
person  at  any  one  time,  computed  in  accordance  with  the  provisions  of  sec. 
315.11,  are  limited  as  follows  :  ^ 

(a)  Series  E. — ,$5,000  (face  value)  for  each  calendar  year  up  to  and  including 
the  calendar  year  1947;  $10,000  (face  value)  for  the  calendar  years  1948  to 
1951,  inclusive;  $20,000  (face  value)  for  the  calendar  years  1952  to  1956,  in- 
clusive; $10,000  (face  value)  for  the  calendar  year  1957^  and  each  calendar 
year  thereafter;  except  that  trustees  of  an  employees'  saving  plan  (as  defined  in 
Department  Circular  No.  653.  current  revision)  may  piirchase  $2,000  (face 
value)  multiplied  by  the  highest  number  of  employees  participating  in  the  plan 
at  any  time  during  the  calendar  year  in  which  the  bonds  are  issued. 

(b)  Series  H. — $20,000  (face  value)  for  each  calendar  year  up  to  and  includ- 
ing the  calendar  year  1956;  $10,000   (face  value)  for  the  calendar  years  1957' 


1  Bonds  of  Series  F,  G,  .T,  and  K,  no  longer  available  for  purchase,  are  subject  to  the 
limitations  on  holdlnjrs  and  rules  for  computation  of  holdings  set  forth  in  sees.  315.8  and 
315.9  of  Department  Circular  No.  530,  Seventh  Revision. 

2  Eflfective  May  1.  1957.  Accordingl.v,  investors  who  purchased  $20,000  (face  value) 
of  bonds  of  Series  E  bearing  issue  dates  of  Januar.v  1  through  April  1  were  not  entitled 
to  purchase  additional  bonds  of  that  series  during  1957.  The  same  limitation  applies  to 
bonds  of  Series  H  bearing  those  issue  dates.  Investors  who  purchased  less  than  $10,000 
(face  value)  of  bonds  of  either  series  prior  to  May  1  were  entitled  only  to  purchase  enough 
of  either  series  to  bring  their  total  for  that  series  for  1957  to  $10,000  (face  value). 
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to  1961,  inclusive;  $20,000   (face  value)   for  the  calendar  year  1962  and  each 
calendar  year  thereafter. 

Sec.  315.11.  Computation  of  amount. 

(a)  Definition  of  '"person." — The  term  "person"  for  purposes  of  this  section 
shall  mean  any  legal  entity  and  shall  include  but  not  be  limited  to  natural 
persons,  corporations  (public  or  private),  partnerships,  unincorporated  associa- 
tions, and  trust  estates.  The  holdings  of  each  person  individually  and  his  hold- 
ings in  any  fiduciary  capacity  authorized  by  these  regulations,  such  as,  for 
example,  his  holdings  as  a  guardian  of  the  estate  of  a  minor,  as  a  life  tenant, 
or  as  trustee  under  a  will  or  deed  of  trust,  shall  be  computed  separately.  A 
pension  or  retirement  fund  or  an  investment,  insurance,  annuity,  or  similar  fund 
or  trust  will  be  regarded  as  an  entity  regardless  of  the  number  of  beneficiaries 
or  the  manner  in  which  their  respective  interests  are  established  or  determined. 
Segregation  of  individual  shares  as  a  matter  of  bookkeeping  or  as  a  result  of 
individual  agreements  with  beneficiaries  or  the  express  designation  of  indi- 
vidual shares  as  separate  trusts  will  not  operate  to  constitute  separate  trusts 
under  these  regulations. 

(b)  Bonds  that  must  be  included  in  computation. — Excei)t  as  provided  in 
paragraph  (c)  of  this  section,  there  must  be  taken  into  account  in  computing 
the  holdings  of  each  person : 

( 1 )  All  bonds  registered  in  the  name  of  that  person  alone ; 

(2)  All  bonds  registered  in  the  name  of  the  representative  of  the  estate  of 
that  person ; 

(8)  All  bonds  originally  registered  in  the  name  of  that  person  as  coowner  or 
reissued  at  the  request  of  the  original  owner  to  add  the  name  of  that  person 
as  coowner  or  to  designate  him  as  coowner  instead  of  as  beneficiary.  However, 
the  amount  of  bonds  of  Series  E  and  H  held  in  coownership  form  may  be  applied 
to  the  holdings  of  either  of  the  coowners  but  will  not  be  applied  to  both,  or  the 
amount  may  be  apportioned  between  them. 

(c)  Bonds  that  may  be  excluded  from  computation. — There  need  not  be  taken 
into  account : 

(1)  Bonds  on  which  that  person  is  named  beneficiary; 

(2)  Bonds  in  which  his  interest  is  only  that  of  a  beneficiai-y  under  a  trust; 

(3)  Bonds  to  which  he  has  become  entitled  under  sec.  315.60  as  surviving 
beneficiary  upon  the  death  of  the  registered  owner  as  an  heir  or  legatee  of  the 
deceased  owner,  or  by  virtue  of  the  termination  of  a  trust  or  the  happening  of 
any  other  event ; 

(4)  Bonds  of  Series  E  purchased  with  the  proceeds  of  matured  bonds  of 
Series  A,  C-1938,  and  D,  where  such  matured  bonds  were  presented  for  that 
purpose ; 

(5)  Bonds  of  Series  E  bearing  issue  dates  from  May  1,  1941,  to  Dec.  1,  1945, 
inclusive,  held  by  individuals  in  their  own  right  which  are  not  more  than  $5,000 
(face  value)   in  excess  of  the  prescribed  limit; 

(6)  Bonds  of  Series  E  or  H  reissued  under  sec.  315.61(a)  (1)  ; 

(7)  Bonds  of  Series  E  or  H  reissued  in  the  name  of  a  trustee  of  a  personal 
trust  estate  which  did  not  represent  excess  holdings  prior  to  such  reissue; 

(8)  Bonds  of  Series  E  or  H  purchased  with  the  proceeds  of  bonds  of  Series 
F,  G,  J,  or  K,  at  or  after  maturity,  where  such  matured  bonds  are  presented  for 
that  purpose  in  accordance  with  the  provisions  of  Department  Circulars  Nos. 
653,  current  revision  (31  CFR  316),  ofl:ering  bonds  of  Series  E,  and  905,  current 
revision  (31  CFR  332) ,  offering  bonds  of  Series  H ; 

(9)  Bonds  of  Series  H  issued  in  exchange  for  bonds  of  Series  E,  F,  or  J 
under  the  provisions  of  Department  Circular  No.  1036,  as  amended. 

Sec.  315.12.  Disposition  of  excess. — If  any  person  at  any  time  acquires  savings 
bonds  issued  during  any  one  calendar  year  in  excess  of  the  prescribed  amount, 
the  excess  must  be  immediately  surrendered  for  refund  of  the  purchase  price, 
less  (in  the  case  of  current  income  bonds)  any  interest  whicli  may  have  been 
paid  thereon,  or  for  such  other  adjustment  as  may  be  possible.  For  good  cause 
found  the  Secretary  of  the  Treasury  may  permit  excess  holdings  to  stand  in  any 
particular  case  or  class  of  cases. 

SUBPART   I> — LIMITATION    ON    TRANSFER   OR   PLEDGE 

Sec.  315.15.  Lim^itation  on  transfer  or  pledge. — Savings  bonds  are  not  trans- 
ferable and  are  payable  only  to  the  owners  named  thereon,  except  as  specifically 
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provided  in  these  regulations,  and  then  only  in  the  manner  and  to  the  extent  so 
provided.  A  savings  bond  may  not  be  hypothecated,  pledged  as  collateral,  or 
used  as  security  for  the  performance  of  an  obligation,  except  as  provided  in 
sec.  315.16. 

Sec.  315.16  Pledge  under  Department  Circulars  Nos.  15.^  and  657. — A  bond 
may  be  pledged  by  the  registered  owner  in  lieu  of  surety  under  the  provisions  of 
Department  Circular  No.  154,  current  revision  (31  CFR  225),  if  the  bond  ap- 
proving officer  is  the  Secretary  of  the  Treasury,  in  which  case  an  irrevocable 
power  of  attorney  shall  be  executed  authorizing  the  Secretary  of  the  Treasury 
to  request  payment.  A  bond  may  also  be  deposited  as  security  with  a  Federal 
Reserve  bank  under  the  provisions  of  Department  Circular  No.  657,  current 
revision  (31  CFR  317),  by  an  institution  certified  under  that  circular  as  an 
issuing  agent  for  Series  E  bonds. 

SUBPART     E — LIMITATION     ON     JUDICIAL     PROCEEDINGS NO     STOPPAGE     OR     CAVEATS 

PERMITTED 

Sec.  315.20.  General. — No  judicial  determination  will  be  recognized  which 
would  give  effect  to  an  attempted  voluntary  transfer  inter  vivos  of  a  bond  or 
would  defeat  or  impair  the  rights  of  survivorship  conferred  by  these  regulations 
upon  a  surviving  coowner  or  beneficiary,  and  all  other  provisions  of  this  subpart 
are  subject  to  this  restriction.  Otherwise,  a  claim  against  an  owner  or  coowner 
of  a  savings  bond  and  conflicting  claims  as  to  ownership  of,  or  interest  in,  such 
bond  as  between  coowners  or  between  the  registered  owner  and  beneficiary  will 
be  recognized,  when  established  by  valid  judicial  proceedings,  upon  presentation 
and  surrender  of  the  bond,  but  only  as  specifically  provided  in  this  subpart. 

Neither  the  Treasury  Department  nor  any  agency  for  the  issue,  reissue,  or 
redemption  of  savings  bonds  will  accept  notices  of  adverse  claims  of  or  pending 
judicial  proceedings  or  undertake  to  protect  the  interests  of  litigants  who  do 
not  have  possession  of  a  bond. 

Sec.  315.21.     Payment  to  judgment  creditors. 

(a)  Creditors. — Payment  (but  not  reissue)  of  a  savings  bond  registered  in 
single  ownership,  coownership,  or  beneficiary  form  will  be  made  to  the  purchaser 
at  a  sale  under  a  levy  or  to  the  officer  authorized  to  levy  upon  the  property  of 
the  registered  owner  or  coowner  under  appropriate  process  to  satisfy  a  money 
judgment.  Payment  will  be  made  to  such  purchaser  or  officer  only  to  the  extent 
necessary  to  satisfy  the  judgment  and  will  be  limited  to  the  redemption  value 
current  sixty  days  after  the  termination  of  judicial  proceedings.  Payment  of 
a  bond  registered  in  coownership  form  pursuant  to  a  judgment  or  levy  against 
only  one  of  the  coowners  will  be  limited  to  the  extent  of  that  coowner's  interest  in 
the  bond  ;  this  interest  may  be  established  by  an  agreement  between  the  coowners 
or  by  a  judgment,  decree,  or  order  of  court  entered  in  a  proceeding  to  which  both 
coowners  are  parties. 

(b)  Trustees  in  bankruptcy  and  receivers. — Payment  of  a  savings  bond  will  be 
made  to  a  trustee  in  bankruptcy,  a  receiver  of  an  insolvent's  estate,  a  receiver 
in  equity  or  a  similar  officer  of  the  court,  under  the  applicable  provisions  of  sub- 
section (a)  of  this  section,  except  that  payment  will  be  made  at  the  redemption 
value  current  on  the  date  of  payment. 

Sec.  315.22.     Payment  or  reissue  pursuant  to  judgment. 

(a)  Divorce. — A  decree  of  divorce  ratifying  or  confirming  a  property  settle- 
ment agreement  or  otherwise  settling  the  respective  interests  of  the  parties  in 
a  bond  will  not  be  regarded  as  a  proceeding  giving  effect  to  an  attempted  voluntary 
transfer  under  the  provisions  of  sec.  315.20.  Consequently,  reissue  of  a  savings 
bond  may  be  made  to  eliminate  the  name  of  one  spouse  as  owner,  coowner,  or 
beneficiary,  or  to  substitute  the  name  of  one  spouse  for  that  of  the  other  as 
owner,  coowner,  or  beneficiary  pursuant  to  such  a  decree.  The  evidence  required 
imder  sec.  315.23  must  be  submitted  in  any  case.  Where  the  decree  does  not 
set  out  the  terms  of  the  property  settlement  agreement  a  certified  copy  of  the 
agreement  must  also  be  submitted.  If  bonds  are  registered  with  a  person  other 
than  one  of  the  spouses  as  owner  or  coowner  there  must  be  submitted  either 
a  request  for  reissue  by  such  person  or  a  certified  copy  of  a  judgment,  decree,  or 
order  of  court  entered  in  a  proceeding  to  which  he  was  a  party,  determining  the 
extent  of  the  interest  in  the  bond  held  by  the  spouse  whose  name  is  to  be  elimi- 
nated, and  reissue  will  be  permitted  only  to  the  extent  of  the  spouse's  interest 
in  the  bonds.     Payment  rather  than  reissue  will  be  made  if  requested. 
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(b)  Gifts  causa  mortis. — A  bond  belonging  solely  to  one  person  will  be  paid 
or  reissued  on  the  request  of  the  person  found  by  a  court  to  be  entitled  thereto 
by  reason  of  a  gift  causa  mortis  by  the  sole  owner. 

(c)  Date  for  detennininy  rights. — For  the  purpose  of  determining  whether  or 
not  reissue  shall  be  made  under  this  section  pursuant  to  judicial  proceedings, 
the  rights  of  all  parties  involved  shall  be  those  existing  under  these  regulations 
at  the  time  of  the  entry  of  the  final  judgment,  decree,  or  order. 

Sec.  315.23.  Evidence  necessary.—  To  establish  the  validity  of  judicial  pro- 
ceedings, there  must  be  submitted  certified  copies  of  a  final  judgment,  decree, 
or  order  of  court  and  of  any  necessary  supplementary  proceedings.  If  the 
judgment,  decree,  or  order  of  court  was  rendered  more  than  six  mouths  prior  to 
the  presentation  of  the  bond,  there  must  also  be  submitted  a  certificate  from  the 
clerk  of  the  court,  under  its  seal,  dated  within  six  months  of  the  presentation  of 
the  bond  showing  that  the  judgment,  decree,  or  order  of  court  is  in  full  force. 
A  request  for  payment  by  a  trustee  in  bankruptcy  must  be  supported  by  duly 
certified  evidence  of  his  appointment  and  qualification.  A  request  for  payment 
by  a  receiver  of  an  insolvent's  estate  must  be  supported  by  a  copy  of  the  order 
appointing  him,  certified  by  the  clerk  of  the  court,  under  its  seal,  as  being  in  full 
force  on  a  date  not  more  than  six  months  prior  to  the  date  of  the  presentation  of 
the  bond.  A  request  for  payment  by  a  receiver  in  equity  or  a  similar  officer 
of  the  court,  other  than  a  receiver  of  an  insolvent's  estate,  must  be  supported  by  a 
copy  of  an  order  authorizing  him  to  present  the  bond  for  redemption,  certified 
by  the  clerk  of  the  court,  under  its  seal,  as  being  in  full  force  on  a  date  not  more 
than  six  months  prior  to  the  presentation  of  the  bond. 

SUBPART     F. RELIEF    FOR     LOSS,     THEFT,     DESTRUCTION,     MUTILATION,     DEFACEMENT, 

OR   NONRECEIPT   OF  BONDS 

Sec.  315.25.  After  receipt  fey  owner  or  his  representative.- — Relief,  either  by 
the  issue  of  a  substitute  bond  marked  "DUPLICATE"  or  by  payment,  may  be 
given  under  section  8  of  the  Act  of  July  8,  1937,  as  amended  (50  Stat.  481,  as 
amended;  31  U.S.C.  738a)  for  the  loss,  theft,  destruction,  mutilation,  or  deface- 
ment of  a  bond  after  receipt  by  the  owner  or  his  representative.  In  granting 
relief  under  the  act,  the  Secretary  of  the  Treasury  may  require  a  bond  of  in- 
demnity in  such  form  and  with  such  surety  as  may  be  deemed  necessary  for  the 
protection  of  the  United  States  of  America.  In  all  cases  the  bond  must  be 
identified  and  the  applicant  must  submit  satisfactory  evidence  of  loss,  theft,  or 
destruction,  or  a  satisfactory  explanation  of  the  mutilation  or  defacement.  Re- 
lief on  account  of  loss  or  theft  ordinarily  will  not  be  granted  until  six  months 
after  the  date  of  receipt  by  the  Bureau  of  the  Public  Debt  of  the  notice  of  such 
loss  or  theft. 

Sec.  315.26.  Procedure  to  be  f oil otved.— Immediate  notice  of  the  facts  concern- 
ing the  loss,  theft,  destruction,  mutilation,  or  defacement  of  a  bond,  together  with 
its  complete  description  (series,  year  and  month  of  issue,  serial  number,  name 
and  address  of  the  registered  owner  or  coowners),  should  be  given  to  the  Bureau 
of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch.  Defaced  bonds  and 
all  available  fragments  of  mutilated  bonds  in  any  form  whatsoever  should  be 
submitted.     That  office  will  furnish  the  proper  application  form  and  instructions. 

The  application  must  be  made  by  the  person  or  persons  (including  both  co- 
owners,  if  living),  authorized  under  these  regulations  to  request  payment  of 
the  bond,  except  as  follows : 

(1)  If  the  bond  is  in  beneficiary  form  and  the  owner  and  beneficiary  are  both 
living,  both  ordinarily  will  be  required  to  join  in  the  application. 

(2)  If  a  minor  named  on  a  bond  as  owner,  coowner,  or  beneficiary  is  not  of 
sufficient  competency  and  understanding  to  request  payment,  both  parents  ordi- 
narily will  be  required  to  join  in  the  application. 

Sec.  315.27.  Nonreccipt  of  bond. — If  a  bond,  on  original  issue  or  on  reissue, 
is  not  received  from  the  issuing  agent  by  the  registered  owner  or  other  person 
to  whom  delivery  of  the  bond  was  directed,  the  issuing  agent  should  be  notified 
as  promptly  as  possible  and  given  all  information  available  about  the  transaction. 
The  agent  will  then  obtain  appropriate  instructions  and  forms.  After  approval 
of  the  application  for  relief,  relief  will  be  granted  by  the  issuance  of  a  bond, 
bearing  the  same  issue  date  as  the  bond  which  was  not  received. 

Sec.  315.28.  Recovery  or  receipt  of  bonds  reported  lost,  stolen,  destroyed  or  not 
received. — If  a  bond  reported  lost,  stolen,  destroyed,  or  not  received,  is  recovered 
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or  received  before  relief  is  granted,  the  Bureau  of  the  Public  Debt,  Division  of 
Loans  and  Currency  Branch,  should  be  notified  promptly.  If  recovered  or  re- 
ceived after  relief  is  granted,  the  bond  should  be  surrendered  promptly  to  the 
same  office  for  cancellation. 

SUBPART    G. INTEREST 

Sec.  315.30.  General. — Savings  bonds  are  issued  in  two  forms:  (1)  apprecia- 
tion bonds,  issued  on  a  discount  basis  and  redeemable  before  final  maturity  at 
increasing  fixed  redemption  values:  and  (2)  current  income  bonds,  issued  at 
par.  bearing  interest  payable  semiannually  '  and  redeemable  before  final  ma- 
turity at  par  or  at  fixed  redemption  values  less  than  par. 

Sec.  315.31.  Appreciation  ionds. —'Bonds  issued  on  a  discount  basis  increase 
in  redemption  value  at  the  end  of  the  first  half-year  from  issue  date  and  at  the 
end  of  each  successive  half-year  period  thereafter  until  their  maturity  date, 
when  the  full  face  amount  becomes  payable.^  Bonds  of  Series  E  bearing  issue 
dates  of  May  1,  1941,  through  May  1,  1949.  will  continue  to  increase  in  redemption 
value  after  the  maturity  date  for  twenty  years  and  those  bearing  issue  dates 
beginning  with  June  1,  1949,  for  ten  years  after  the  maturity  date,  in  accordance 
with  the  provisions  of  Department  Circular  No.  653,  current  revision.*  The 
increment  in  value  (interest)  on  appreciation  bonds  is  payable  only  on  redemp- 
tion of  the  bonds. 

Sec.  315.32.  Current  income  "bonds. 

(a)  Interest  rates. — The  interest  payable  on  a  current  income  bond  is  fixed 
by  the  provisions  of  the  Department  circialar  offering  the  particular  series  of 
bonds  to  the  public.'^ 

(b)  Method  of  interest  payments. — Interest  due  on  a  current  income  bond  is 
payable  semiannually  beginning  six  months  from  its  issue  date  and  will  be  paid 
on  each  interest  payment  date  by  check  drawn  to  the  order  of  the  person  or 
persons  in  whose  names  the  bond  is  inscribed,  in  the  same  form  as  their  names 
appear  in  the  inscription  on  the  bond,  and  mailed  to  the  address  of  record  (that 
given  for  the  delivery  of  interest  checks  in  the  application  for  purchase  or  the 
request  for  reissue  or.  if  no  instruction  is  given  as  to  the  delivery  of  interest 
checks,  the  address  given  for  the  owner  or  the  first-named  coowner),  except 
that : 

(1)  In  the  case  of  a  bond  registered  in  the  form  "A  payable  on  death  to  B" 
the  check  will  be  drawn  to  the  order  of  "A"  alone  until  the  Bureau  of  the  Public 
Debt.  Di'^'ision  of  Loans  and  Currency  Branch,  receives  notice  of  A's  death,  from 
which  time  the  payment  of  interest  will  be  suspended,  until  the  bond  is  presented 
for  payment  or  reissue.  Interest  so  withheld  will  be  paid  to  the  person  found 
to  be  entitled  to  the  bond. 

(2)  Upon  receipt  of  notice  of  the  death  of  the  coowner  to  whom  interest  is 
being  mailed,  payment  of  interest  will  be  suspended  until  a  request  for  change 
of  address  is  received  from  the  other  coowner,  if  living,  or,  if  not.  until  satis- 
factory evidence  is  submitted  as  to  who  is  authorized  to  endorse  and  collect  such 
checks  on  behalf  of  the  estate  of  the  last  deceased  coowner,  in  accordance  with 
the  provisions  of  Subpart  O. 

(3)  LTpon  receipt  of  notice  of  the  death  of  the  owner  of  a  bond,  payment  of 
interest  on  the  bond  will  be  suspended  until  satisfactory  evidence  is  submitted 
as  to  who  is  authorized  to  endorse  and  collect  such  checks  on  behalf  of  the 
estate  of  the  decedent,  in  accordance  with  the  provisions  of  Subpart  O. 


1  The  final  interest  on  bonds  of  Series  H  hearing  issue  dates  of  June  1,  19.'>2,  through 
Jan.  1,  1957.  covers  a  period  of  two  months,  from  9%  years  to  9  years,  8  months.  Bonds 
so  dated  will  continue  to  earn  interest  for  a  10-year  optional  extension  period,  during 
which  time  interest  will  accrue  and  he  paid  becinninsr  six  months  from  the  original  maturity 
date,  in  accordance  with  the  provisions  of  Department  Circular  No.  905,  current  revision. 
Since  May  1.  1957.  the  only  current  income  bonds  on  sale  are  those  of  Series  H.  See 
Department  Circulars  Nos.  654,  Third  Revision,  as  amended,  for  Series  G,  and  906,  as 
amended,  for  Series  K. 

3  Series  E  bonds  issued  on  or  before  Apr.  30.  1952,  and  Series  F  bonds,  the  sale  of  which 
was  terminated  Apr.  .30.  1952.  increased  in  redemption  value  at  the  end  of  the  first  year 
from  issue  date  :  Series  E  bonds  issued  on  and  after  May  1,  1952,  and  Series  .T  bonds,  the 
sale  of  which  began  on  May  1,  1952,  increased  in  redemption  value  at  the  end  of  the  first 
half-year  from  issue  date.  The  last  increase  in  redemption  value  of  Series  E  bonds  issued 
on  or  after  May  1.  1952,  prior  to  the  start  of  the  10-year  optional  extension  period  covers 
these  periods  :  two  months,  from  9i/4  years  through  9  years,  8  months,  for  bonds  issued 
before  Feb.  1.  1957  :  five  months,  from  S^-f.  years  through  S  years,  11  months,  for  bonds 
Issued  on  or  after  Feb.  1.  1957.  but  before  June  1,  1959  :  and  three  months,  from  7%  years 
through  7  years  9  months,  for  bonds  issued  on  or  after  .Tune  1,  1959. 

3  See  Tables  of  Redemption  Values  of  that  circular  for  extended  maturity  values. 
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(4)  Whenever  practicable  the  accounts  for  all  current  income  bonds  of  the 
same  series,  with  the  same  inscription,  on  which  interest  is  payable  on  the  same 
dates,  will  be  consolidated  and  a  single  check  will  be  issued  on  each  interest 
payment  date  for  interest  on  all  such  bonds.  The  check  inscription  may  vary 
from  the  inscriptions  on  the  bonds  in  cases  of  very  long  inscriptions  or  where 
there  is  lack  of  uniformity  in  the  inscriptions  on  the  bonds. 

(5)  The  interest  due  at  maturity  in  the  case  of  bonds  for  which  an  optional 
extension  privilege  has  not  been  granted  and  at  the  extended  maturity  uate  for 
all  bonds  for  which  an  optional  extension  privilege  has  been  granted  will  be 
paid  wuth  the  principal  and  in  the  same  manner.  However,  if  the  registered 
owner  of  a  bond  in  benehciary  form  dies  on  or  after  the  due  date  without  having 
presented  and  surrendered  the  bond  for  payment  or  authorized  reissue,  and  is 
survived  by  the  beneficiary,  the  interest  may  be  paid  to  the  legal  representative 
of  or  the  person  entitled  to  the  registered  owner's  estate.  To  obtain  such  pay- 
ment, the  bond  with  a  request  therefor  by  the  beneficiary  should  be  submitted 
together  with  evidence  as  required  in  Subpart  O. 

(c)  Notices  affecting  delivery  of  interest  checks. — Notices  affecting  the  de- 
livery of  interest  checks,  including  changes  in  addresses,  should  be  sent  to  the 
Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch,  536  South 
Clark  Street,  Chicago,  111.  00005.  Each  bond  should  be  described  in  the  notice 
by  issue  date,  serial  number,  series  (including  year  of  issue),  and  inscription 
appearing  on  the  face  of  the  bond.  The  bonds  should  not  be  submitted.  The 
notice  must  be  signed  by  the  owner  or  a  coowner,  or  in  the  case  of  a  minor  or 
incompetent  as  provided  in  (d)  or  (e)  of  this  section.  A  notice  which  would 
affect  delivery  of  an  interest  check  will  be  acted  upon  as  rapidly  as  possible,  but 
if  the  notice  is  not  received  at  least  one  month  before  an  interest  payment  date, 
no  assurance  can  be  given  that  action  can  be  taken  in  time  to  make  the  change, 
or  suspend  the  mailing  of  the  interest  due  on  that  date. 

(d)  Representative  appointed  for  the  estate  of  a  minor,  incompetent,  absentee, 
etc. — Interest  on  current  income  bonds  w  ill  be  paid  to  the  representative  appointed 
for  the  estate  of  the  owner  of  such  bonds  who  is  a  minor,  incompetent,  absentee, 
etc.,  in  accordance  with  the  provisions  of  sec.  315.50  relating  to  payment  of  the 
bonds.  However,  if  the  registration  of  the  bonds  does  not  include  reference  to 
the  owner's  status,  the  bonds  should  be  submitted  to  the  Bureau  of  the  Public 
Debt,  Division  of  Loans  and  Currency  Branch,  at  the  address  shown  in  (c) 
of  this  section,  or  to  a  Federal  Reserve  bank  for  appropriate  reissue  so  that 
interest  checks  may  be  properly  drawn  and  delivered.  They  must  be  accom- 
panied by  the  proof  of  appointment  requii'ed  by  sec.  315.50. 

(e)  Adult  incompetents  estate  having  no  representative. — If  an  adult  owner 
of  a  current  income  bond  is  incompetent  to  endorse  and  collect  the  interest  checks 
and  no  legal  guardian  or  similar  representative  is  legally  qualified  to  do  so,  the 
relative  responsible  for  his  care  and  support,  or  some  other  appropriate  person, 
may  apply  to  the  Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency 
Branch,  for  recognition  as  voluntary  guardian  for  the  puriwse  of  receiving,  en- 
dorsing, and  collecting  the  checks.  Form  PD  2513  should  be  used  in  making 
application  for  this  purpose. 

(,f)  Reissue  during  interest  period.— Physical  reissue  of  a  bond  will  be  made 
as  soon  as  practicable  without  regard  to  interest  payment  dates.  If  a  current 
income  bond  is  reissued  between  interest  payment  dates,  interest  for  the  entire 
period  will  ordinarily  be  paid  on  the  next  interest  payment  date,  by  check 
drawn  to  the  order  of  the  person  in  whose  name  the  bond  is  reissued.  However, 
if  reissue  is  made  during  the  month  preceding  an  interest  payment  date,  the 
interest  due  on  the  first  day  of  the  next  month  may  in  some  cases  be  paid  to 
the  former  owner  or  the  representative  of  his  estate. 

(g)  Termination  of  interest. — Interest  on  current  income  bonds  will  cease  at 
maturity,  or  extended  maturity  in  the  case  of  bonds  for  which  an  optional  exten- 
sion period  has  been  granted,  or  in  case  of  redemption  prior  to  maturity,  on  the 
last  day  of  the  interest  ijeriod  immediately  preceding  the  date  of  redemption, 
except  that,  if  the  date  of  redemption  falls  on  an  interest  payment  date,  interest 
will  cease  on  that  date.  For  example,  if  a  bond  on  which  interest  is  payable 
on  January  1  and  July  1  is  redeemed  on  September  1,  interest  will  cease  on 
the  preceding  July  1,  and  no  adjustment  of  interest  will  be  made  for  the  period 
from  July  1  to  September  1.  The  same  rules  apply  in  case  of  partial  redemption 
with  respect  to  the  amount  redeemed. 
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(h)  Endorsement  of  checks. — Interest  checks  may  be  collected  upon  the  en- 
dorsement of  the  payee  or  his  authorized  representative  in  accordance  with  the 
regulations  governing  the  endorsement  and  payment  of  Government  warrants 
and  checks,  which  are  contained  in  Department  Circular  No.  21,  current 
revision  (31  CFR  360).  A  form  for  the  appointment  of  an  attorney  in  fact 
for  this  purpose  may  be  obtained  from  the  Office  of  the  Treasurer  of  the  United 
States  or  from  any  Federal  Reserve  bank.  If  the  owner  is  incompetent  or  de- 
ceased and  no  legal  representative  of  his  estate  has  been  or  will  be  appointed, 
the  Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch  (address 
given  in  (c)  of  this  section),  or  a  Federal  Reserve  bank  will  furnish  instructions 
uix)n  request. 

(i)  N onreceipt  or  loss  of  check. — If  an  interest  check  is  not  received  or  is  lost 
after  receipt,  the  Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency 
Branch,  should  be  notified  of  the  facts  and  given  information  concerning  the 
amount,  number,  and  inscription  of  the  bonds,  as  well  as  a  description  of  the 
check,  if  possible. 

SUBPART  H GENERAL  PROVISIONS  FOR  PAYMENT  AND   REDEMPTION 

Sec.  315.35.  Provisions  applicahle  both  before  and  after  maturity} — Payment 
of  a  savings  bond  will  be  made  to  the  person  or  persons  entitled  thereto  under 
the  provisions  of  these  regulations  upon  presentation  and  surrender  of  the  bond 
with  an  appropriate  request  for  payment,  except  that  checks  in  payment  will  not 
be  delivered  to  addressees  in  areas  with  respect  to  which  the  Treasury  Depart- 
ment restricts  or  regulates  the  delivery  of  checks  drawn  against  funds  of  the 
United  States  or  any  agency  or  instrumentality  thereof."  Payment  will  be  made 
without  regard  to  any  notice  of  adverse  claims  to  a  bond  and  no  stoppage  or 
caveat  against  payment  in  accordance  with  the  registration  will  be  entered. 

Sec.  315.36.  Before  maturity. 

(a)  At  option  of  owner. — Pursuant  to  its  terms,  a  savings  bond  may  not  be 
called  for  redemption  by  the  Secretary  of  the  Treasury  prior  to  maturity  date,  or 
extended  maturity  date  in  case  of  bonds  for  which  an  optional  extension  period 
has  been  granted,  but  may  be  redeemed  in  whole  or  in  part  at  the  option  of 
the  owner  prior  to  maturity,  or  extended  maturity,  under  the  terms  and  condi- 
tions set  forth  in  the  offering  circular  for  each  series  and  in  accordance  with  the 
provisions  of  these  regulations,  following  presentation  and  surrender  as  provided 
in  this  subpart. 

(b)  Scries  E. — A  bond  of  Series  E  will  be  redeemed  at  any  time  after  two 
months  from  issue  date  without  advance  notice,  at  the  appropriate  redemption 
value  as  shown  in  the  revision  of  Department  Circular  No.  653  current  at  the 
time  of  redemption. 

(c)  Series  H,  J,  and  K. — A  bond  of  Series  J  or  K  will  be  redeemed  on  one 
calendar  month's  notice  and  a  bond  of  Series  H  will  be  redeemed  after  six 
months  from  issue  date  on  one  calendar  month's  notice  to  a  Federal  Reserve 
bank  or  branch,  or  the  Bureau  of  the  Public  Debt,  Division  of  Loans  and  Cur- 
rency Branch,  or  the  Office  of  the  Treasurer  of  the  United  States,  Securities 
Division.  Such  notice  may  be  given  separately  in  writing  or  by  presenting 
and  surrendering  the  bond  with  a  duly  executed  request  for  payment.  Pay- 
ment will  be  made  as  of  the  first  day  of  the  first  month  following  by  at  least 
one  full  calendar  month  the  date  of  receipt  of  notice.  For  example,  if  notice 
is  received  on  June  1,  payment  will  be  made  as  of  July  1,  but  if  notice  is  received 
between  June  2  and  July  1,  inclusive,  payment  ordinarily  will  be  made  as  of 
August  1.  If  notice  is  given  separately,  the  bond  must  be  presented  and  sur- 
rendered with  a  duly  executed  request  for  payment  to  the  same  agency  to  which 
notice  is  given,  not  less  than  20  days  before  the  date  on  which  payment  is  to  be 
made.  For  example,  if  notice  is  received  on  June  15,  the  bond  should  be  received 
not  later  than  July  12.  (See  sec.  315.32(g)  for  provisions  as  to  interest  on  cur- 
rent income  bonds  redeemed  prior  to  maturity.)  A  bond  of  Series  H  will  be 
redeemed  at  PAR.  A  bond  of  Series  J  or  K  will  be  redeemed  at  the  appropriate 
redemption  value  as  shown  in  the  table  printed  on  the  bond,  except  as  provided 


1  Bonds  of  Series?  A  through  D  and  Series  F  and  G  have  all  now  matured.  They  earn 
no  interest  after  maturity.  Any  such  bonds  which  have  not  been  redeemed  should  be 
presented  for  payment. 

2  See  Department  Circular  No.  655,  current  revision  (31  CFR  211). 
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in  (d),  below.     (See  sec.  315.37  for  provisions  as  to  notice  to  redeem  current 
income  bonds  for  which  an  optional  extension  period  has  been  granted.) 

(d)  Series  K:  Redemption  at  par. 

(1)  A  bond  of  Series  K  issued  in  exchange  for  matured  bonds  of  Series  E  under 
the  provisions  of  Department  Circular  No.  906  is  payable  at  par. 

(2)  A  bond  of  Series  K  registered  in  the  name  of  a  natural  person  or  persons 
in  their  own  right  will  be  paid  at  par  upon  the  request  of  the  person  entitled  to 
the  bond  upon  the  death  of  the  owner  or  either  coowner. 

(3)  A  bond  of  Series  K  held  by  a  trustee,  life  tenant,  or  other  fiduciary  (ex- 
clusive of  trustees  of  a  pension,  retirement,  investment,  insurance,  annuity  or 
similar  fund,  or  employees'  savings  plan)  will  be  paid  at  par  upon  appropriate 
request  upon  the  termination,  in  whole  or  in  part,  of  a  trust,  life  tenancy,  or  other 
fiduciary  estate  by  reason  of  the  death  of  a  natural  person,  but  in  the  case  of 
partial  termination,  redemption  at  par  will  be  made  to  the  extent  of  not  more 
than  the  pro  rata  portion  of  the  trust  or  fiduciary  estate  so  terminated.  Bonds 
of  Series  K  held  by  a  financial  institution  in  its  name  as  trustee  of  its  common 
trust  fund  will  be  paid  at  par  upon  the  request  of  the  fiduciary  upon  the  termi- 
nation, in  whole  or  in  part,  of  a  participating  trust  by  reason  of  the  death  of  a 
natural  person,  to  the  extent  of  not  more  than  the  pro  rata  portion  of  the 
common  trust  fund  so  terminated. 

The  option  to  receive  payment  at  par  under  subparagraph  (d)  (2)  and  (3) 
of  this  section  may  be  exercised  by  a  signed  request  for  payment  or  by  express 
written  notice,  in  either  case  specifying  that  redemption  at  par  is  desired. 
Payment  may  be  postponed  to  the  second  interest  payment  date  following  the 
date  of  death,  if  so  requested ;  otherwise,  payment  will  be  made  in  regular 
course.  A  death  certificate  or  other  acceptable  evidence  of  death  must  be  sub- 
mitted. In  no  case  of  redemption  at  par  before  maturitii  under  subparagraph 
(d)  (2)  and,  (S)  xcill  interest  be  payable  beyond  the  second  interest  payment  date 
following  the  date  of  death. 

(e)  Withdraival  of  request  for  redemption. — An  owner  who  has  presented  and 
surrendered  a  savings  bond  to  the  Treasury  Department  or  a  Federal  Reserve 
bank  or  branch,  or  an  authorized  paying  agent,  for  payment,  with  an  appropriate 
request  for  payment,  may  withdraw  such  request  if  notice  of  intent  to  withdraw 
is  given  to  and  received  by  the  same  agency  to  which  the  bond  was  presented 
prior  to  the  issuance  of  a  check  in  payment  by  the  Treasury  Department  or  a 
Federal  Reserve  bank,  or  payment  by  the  authorized  paying  agent.  Such  request 
may  be  withdrawn  under  the  same  conditions  by  the  executor  or  administrator 
of  the  estate  of  a  deceased  owner,  or  by  the  person  or  persons  entitled  to  the  bond 
under  Subpart  O,  or  by  the  representative  of  the  estate  of  a  person  under  legal 
disability,  unless  presentation  and  surrender  of  the  bond  have  cut  off  rights  of 
survivorship  under  the  provisions  of  Subpart  M  or  Subpart  N. 

Sec.  315.37.  At  or  after  maturity. — Pursuant  to  its  terms,  a  savings  bond  of 
any  series  will  be  paid  at  or  after  maturity  at  the  maturity  value  fixed  by  the 
terms  of  the  Department  Circular  offering  the  particular  series  of  bonds  to  the 
public,  current  at  the  time  of  redemption,  and  in  no  greater  amomit.  No  advance 
notice  will  be  required  for  the  redemption  of  matured  savings  bonds  except  that 
any  current  income  bond  for  which  an  optional  extension  period  has  been 
provided  will,  beginning  with  the  first  day  of  the  third  calendar  month  following 
the  calendar  month  in  which  the  bond  originally  matured,  be  regarded  as  un- 
matured until  it  reaches  its  extended  maturity  date,  and  the  same  notice  prior 
to  redemption  will  be  required  for  it  as  required  for  bonds  of  the  same  series 
which  have  not  reached  original  maturity. 

Sec.  315.38.  Requests  for  payment. 

(a)  Form  and  execution  of  requests. — ^A  request  for  payment  of  a  bond  must 
be  executed  on  the  form  appearing  on  the  back  of  the  bond  unless  (1)  the  bond 
is  accepted  by  an  authorized  paying  agent  for  payment  or  for  presentation  to 
a  Federal  Reserve  bank  for  payment  without  the  owner's  signature  to  the  request 
for  payment  under  the  provisions  of  Department  Circular  No.  888,  current  revision 
(31  CFR  330),  or  (2)  authority  is  given  for  the  execution  of  a  separate  or 
detached  request. 

(b)  Date  of  request. — Ordinarily,  requests  executed  more  than  six  months 
before  the  date  of  receipt  of  a  bond  for  payment  will  not  be  accepted ;  nor  will 
a  bond  ordinarily  be  accepted  for  redemption  more  than  three  calendar  months 
prior  to  the  date  redemption  is  requested  under  these  regulations. 
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(c)  Identification  and  signature  of  owner.— Vnless  the  bond  is  presented 
under  the  provisions  of  paragraph  (a)  of  this  section  or  sec.  315.39(b),  an 
owner  in  whose  name  the  bond  is  inscribed  or  otlier  person  entitled  to  payment 
under  the  provisions  of  these  regiilations  must  appear  before  and  establish 
his  identity  to  an  officer  authorized  to  certify  requests  for  payment  (see  Subpart 
I),  and  in  the  presence  of  such  officer  sign  the  request  for  payment  in  ink,  adding 
in  the  space  provided  the  address  to  which  the  check  issued  in  payment  is  to 
be  mailed.  A  signature  made  by  mark  (X)  must  be  witnessed  by  at  least  one 
disinterested  person  in  addition  to  the  certifying  officer  and  must  be  attested 
by  endorsement  in  the  blank  space,  substantially  as  follows :  "Witness  to  the 
above  signature  by  marlv,"  followed  by  the  signature  and  address  of  the  witness. 
If  the  name  of  the  owner  or  other  person  entitled  to  payment  as  it  appears  in 
the  registration  or  in  evidence  on  file  in  the  Bureau  of  the  Public  Debt,  Division 
of  Loans  and  Currency  Branch,  has  been  changed  by  marriage  or  in  any  other 
legal  manner,  the  signature  to  the  request  for  payment  should  show  both  names 
and  the  manner  in  which  the  change  was  made,  for  example,  "Mrs.  Mary  T. 
Jones  Smith  (Mrs.  Mary  T.  J.  Smith  or  Mrs.  Mary  T.  Smith),  changed  by 
marriage  from  Miss  Mary  T.  Jones."  or  "John  R.  Young,  changed  by  order  of 
court  from  Hans  R.  Jung."  (See  sec.  315.49.)  No  request  sigTied  in  behalf  of 
the  owner  or  person  entitled  to  payment  by  an  agent  or  a  person  acting  under 
a  power  of  attorney  will  be  recognized  by  the  Treasury  Department,  except 
when  the  bond  has  been  pledged  in  lieu  of  surety  under  Department  Circular 
No.  154.  current  revision  (31  CFR  225).  as  provided  in  sec.  315.16. 

(d)  Certification  of  request. — ^ After  the  request  for  payment  has  been  signed 
by  the  owner,  the  certifying  officer  should  complete  and  sign  the  certificate 
following  the  request  for  payment  and  the  bond  should  then  be  presented  and 
surrendered  as  provided  in  Sec.  315.39(a). 

Sec.  315.39.    Presentation  and  surrender. 

(a)  All  series. — Except  for  cases  coming  Avithin  the  provisions  of  paragraph 
(b)  of  this  section,  after  the  request  for  payment  has  been  duly  signed  by  the 

owner  and  certified  as  provided  in  Subpart  I,  the  bond  should  be  presented  and 
surrendered  to  (1)  a  Federal  Reserve  bank  or  branch,  (2)  the  Bureau  of  the 
Public  Debt,  Division  of  Loans  and  Currency  Branch,  or  (3)  the  Office  of  the 
Treasurer  of  the  United  States,  Securities  Division.  Usually  payment  will  be 
expedited  by  surrender  to  a  Federal  Reserve  bank  or  branch.  In  all  cases 
presentation  will  be  at  the  expense  and  risk  of  the  owner.  Payment  will  be 
made  by  check  drawn  to  the  order  of  the  registered  owner  or  other  person 
entitled  and  mailed  to  the  address  given  in  the  request  for  payment  or,  if  no 
address  is  given,  to  the  address  shown  in  instructions  accompanying  the  bond. 

(b)  Optional  procedure  limited  to  honds  of  Series  A  to  E.  inclusive,  in  the 
names  of  individual  owners  or  coowncrs  only. — ^A  natural  person  whose  name  is 
inscribed  on  the  face  of  a  bond  of  Series  A,  B,  C,  D,  or  E,  either  as  owner  or 
coowner  in  his  own  right,  may  present  such  bond  for  redemption  to  an  author- 
ized paying  agent.  If  such  a  person  is  not  known  to  the  paying  agent,  he  must 
establish  his  identity  to  the  agent.  (See  sec.  315.43.)  Such  owner  or  coowner 
must  sign  the  request  for  payment,  and  add  his  home  or  business  address.  Even 
though  the  request  for  payment  may  have  been  signed,  or  signefl  and  certified, 
before  presentation  of  the  bond,  the  representative  of  the  paying  agent  must 
be  satisfied  that  the  person  presenting  the  bond  for  payment  is  the  owner  or 
coowner  and  may  require  him  to  sign  the  request  for  payment  again.  If  the 
bond  is  in  order  for  payment,  the  paying  agent  will  make  immediate  payment 
at  the  appropriate  redemption  value  without  charge  to  the  owmer  or  coowner. 
This  procedure  is  not  applicable  to  partial  redemption  cases,  or  deceased  owner 
cases,  or  other  cases  in  which  documentary  evidence  is  required. 

Sec.  315.40.  Partial  redemption. — -A  bond  of  any  series  may  be  redeemed  in 
part  at  current  redemption  value,  but  only  in  amounts  corresponding  to  author- 
ized denominations,  upon  presentation  and  surrender  of  the  bond  in  accordance 
with  sec.  315.39(a).     In  any  case  in  which  partial  redemption  is  authorized 

before  the  request  for  payment  is  signed  the  phrase  "to  the  extent  of  $ 

(face  value)  and  reissue  of  the  remainder"  should  be  added  to  the  first  sen- 
tence of  the  request.  Upon  partial  redemption  of  the  bond,  the  remainder  will 
be  reissued  as  of  the  original  issue  date,  as  provided  in  Subpart  J.  For  pay- 
ment of  interest  on  current  income  bonds  in  case  of  partial  redemption,  see 
Sufbpart  G. 
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Sec.  315.41.  Nonreceipt  or  loss  of  checks  issued  in  payment. — In  case  a  check 
in  payment  of  a  bond  surrendered  for  redemption  is  not  received  within  a  reason- 
able time  or  in  case  such  check  is  lost  after  receipt,  notice  should  be  given  to  the 
same  agency  to  which  the  bond  was  surrendered  for  payment,  accompanied  by 
a  description  of  the  bond  by  series,  denomination,  serial  number,  and  registra- 
tion. The  notice  should  state  whether  or  not  the  check  was  received  and  should 
give  the  date  upon  which  the  bond  was  surrendered  for  payment. 

SUBPART   I — CERTIFYING   OFFICERS 

Sec.  315.42.  Persons  wlio  may  certify. — The  following  persons  are  authorized 
to  act  as  certifying  officers  for  the  purpose  of  certifying  requests  for  payment 
and  forms  with  respect  to  bonds  : 

(a)  At  United  States  post  offices. — Any  postmaster,  acting  postmaster,  or 
inspector  in  charge  or  other  post  office  official  or  clerk  designated  for  that  pur- 
pose. One  or  more  of  these  officials  will  be  found  at  every  United  States  post 
office,  classified  branch,  or  station.  A  post  office  official  or  clerk  other  than  a 
postmaster,  acting  postmaster,  or  inspector  in  charge  should  certify  in  the  name 
of  the  postmaster  or  acting  postmaster,  followed  by  his  own  signature  and 
official  title,  for  example,  "John  Doe,  postmaster,  by  Richard  Roe,  postal  cashier." 
Signatures  of  these  officers  should  be  authenticated  by  a  legible  imprint  of  the 
post  office  dating  stamp. 

(b)  At  hanks,  trust  companies,  and  branches. — ^Any  officer  of  any  bank  or 
trust  company  incorporated  in  the  United  States  (including  for  this  purpose  its 
territories  and  possessions  and  the  Commonwealth  of  Puerto  Rico)  or  domestic 
or  foreign  branch  of  such  bank  or  trust  company ;  any  officer  of  a  Federal  Re- 
serve bank,  Federal  land  bank,  and  Federal  home  loan  bank ;  any  employee  of 
any  such  bank  or  trust  company  expressly  authorized  by  the  coi-poration  for 
that  purpose,  who  should  sign  over  the  title  "Designated  Employee" ;  and 
Federal  Reserve  agents  and  assistant  Federal  Reserve  agents  located  at  the 
several  Federal  Reserve  banks.  Certifications  by  any  of  these  officers  or  desig- 
nated employees  should  be  authenticated  by  either  a  legible  impression  of  the 
corporate  seal  of  the  bank  or  trust  company  or,  in  the  case  of  banks  or  trust 
companies  and  their  branches  which  are  authorized  issuing  agents  for  bonds 
of  Series  E,  by  a  legible  imprint  of  the  issuing  agent's  dating  stamp. 

(c)  Issuing  agents  not  banks  or  trust  companies. — Any  officer  of  a  corpora- 
tion not  a  bank  or  trust  company  and  of  any  other  organization  which  is  an 
authorized  issuing  agent  for  bonds  of  Series  E.  All  certifications  by  such  officers 
must  be  authenticated  by  a  legible  imprint  of  the  issuing  agent's  dating  stamp. 

(d)  Commissioned  and  warrant  officers  of  Allied  Foixes.- — Commissioned 
and  warrant  officers  of  any  of  the  Armed  Forces  of  the  United  States,  but 
only  for  members  and  the  families  of  members  of  their  respective  services  and 
civilian  employees  at  posts  or  bases  or  stations.  Such  certifying  officer  should 
indicate  his  rank  and  state  that  the  person  signing  the  request  is  one  of  the 
class  whose  request  he  is  authorized  to  certify. 

(e)  United  States  officials. — Judges,  clerks,  and  deputy  clerks  of  United 
States  courts,  including  United  States  courts  for  the  territories,  possessions, 
the  Commonwealth  of  Puerto  Rico,  and  the  Canal  Zone;  United  States  com- 
missioners ;  United  States  attorneys ;  United  States  collectors  of  customs  and 
their  deputies ;  Regional  commissioners  and  district  directors  of  Internal  Reve- 
nue and  Internal  Revenue  agents ;  the  officer  in  charge  of  any  home,  hospital,  or 
other  facility  of  the  Veterans  Administration,  but  only  for  patients  and  employ- 
ees of  such  facilities ;  certain  officers  of  Federal  penal  institutions  designated 
for  that  purpose  by  the  Secretary  of  the  Treasury;  certain  officers  of  the 
United  States  Public  Health  Service  Hospitals  at  Lexington,  Ky.,  and  Fort 
Worth,  Tex.,  and  of  United  States  Marine  Hospitals  at  Fort  Stanton,  N.  Mex., 
and  Carville,  La.,  designated  for  that  purpose  by  the  Secretary  of  the  Treasury 
(in  each  case,  however,  only  for  inmates  or  employees  of  the  institution 
involved ) . 

(f)  Officers  authorized  in  particular  localities. — Certain  designated  officers 
in  the  Treasury  Department ;  the  Governor  and  Treasurer  of  Puerto  Rico ;  the 
Governor  and  Commissioner  of  Finance  of  the  Virgin  Islands;  the  Governor 
and  Director  of  Finance  of  Guam ;  the  Governor  and  Director  of  Administra- 
tive Services  of  American  Samoa;  the  Governor,  paymaster,  or  acting  pay- 
master and  collector  or  acting  collector  of  the  Panama  Canal ;  and  postmasters 
and  acting  postmasters  of  the  Bureau  of  Posts  of  the  Canal  Zone. 
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(g)  In  foreign  countries. — In  a  foreign  country  requests  for  payment  may  be 
signed  in  the  presence  of  and  be  certified  by  any  United  States  diplomatic  or 
consular  representative,  or  tbe  manager  or  other  officer  of  a  foreign  branch  of 
a  bank  or  trust  company  incorporated  in  the  United  States  whose  signature  is 
attested  by  an  impression  of  the  corporate  seal  or  is  certified  to  the  Treasury 
Department.  If  such  an  officer  is  not  available,  requests  for  payment  may  be 
signed  in  the  presence  of  and  be  certified  by  a  notary  or  other  officer  authorized 
to  administer  oaths,  but  his  official  character  and  jurisdiction  should  be  certified 
by  a  United  States  diplomatic  or  consular  officer  under  seal  of  his  office. 

(h)  Special  provisions. — ^In  the  event  none  of  the  officers  authorized  to 
certify  requests  for  payment  of  bonds  is  readily  accessible,  the  Commissioner 
of  the  Public  Debt,  the  Deputy  Commissioner  of  the  Public  Debt  in  Charge  of 
the  Chicago  Office,  the  Treasurer  of  the  United  States,  or  any  Federal  Reserve 
bank  or  branch  is  authorized  to  make  special  provision  for  any  particular  case. 

Sec.  315.43.  General  instructions  to  certifying  officers. — A  certifying  officer 
should  require  that  a  person  presenting  bonds,  or  forms  with  respect  thereto, 
establish  his  identity  by  positive  and  reliable  evidence  before  the  bonds  or  forms 
are  signed,  unless  the  presenter  is  personally  well  known  to  the  officer.  Such 
officer  and,  if  he  is  an  officer  or  employee  of  an  organization,  the  organization  will 
be  held  fully  responsible  for  the  adequacy  of  the  identification.  The  certifying 
officer  should  place  an  adequate  notation  on  the  back  of  the  bond  or  form,  or  on  a 
separate  record,  showing  exactly  how  identification  was  established.  The  certi- 
fying officer  must  affix  to  the  certification  his  official  signature,  title,  seal  or  dat- 
ing stamp,  address  (if  not  shown  in  the  seal  or  stamp),  and  the  date  of  execution. 
Officers  of  Veterans  Administration  facilities.  Public  Health  Service  hospitals. 
Marine  hospitals,  and  Federal  penal  institutions  should  use  the  seal  of  the  par- 
ticular institution  or  service,  where  such  seal  is  available.  A  certifying  officer 
other  than  a  post  office  official,  officer  of  a  bank  or  trust  company,  or  officer  of  an 
issuing  agent  who  does  not  possess  an  official  seal  should  add  a  statement  to  that 
effect  to  his  certification. 

Sec.  315.44.  Interested  person  not  to  certify.— K  certifying  officer  may  not  cer- 
tify a  request  for  payment  of  a  bond,  or  a  form  with  respect  to  a  bond,  in  which  he 
has  or  is  acquiring  an  interest,  either  in  his  own  right  or  in  a  representative 
capacity. 

SUBPART    J— REISSUE  AND   DENOMINATIONAL  EXCHANGE 

Sec.  315.45.  General. — Reissue  of  a  bond  may  be  made  only  under  the  condi- 
tions specified  in  these  regulations.  Reissue  is  not  authorized  solely  for  the  pur- 
pose of  effecting  an  exchange  as  between  authorized  denominations,  but  in  case 
of  authorized  reissue  the  new  bond  or  bonds  may  be  issued  in  any  authorized  de- 
nomination or  denominations. 

Reissue  will  not  be  made  if  the  request  therefor  is  received  less  than  one  full 
calendar  month  before  the  maturity  date,  except  for  bonds  of  Series  E  and  H  for 
which  optional  extension  periods  have  been  provided  in  Department  Circulars 
Nos.  653  and  905,  current  revisions  (31  CFR  316  and  332).  In  the  case  of  such 
bonds,  reissue  will  not  be  made  if  the  request  is  received  less  than  one  full  month 
before  the  extended  maturity  date.  However,  a  request  for  reissue  of  a  bond 
received  prior  to  its  maturity,  or  its  extended  maturity  date,  will  be  effective  to 
establish  ownership  as  though  the  requested  reissue  had  been  made. 

A  request  for  reissue  of  a  bond  received  on  or  after  its  maturity,  or  its  extended 
maturity  date,  will  not  be  effective  to  name  a  coowner  or  beneficiary  or  to  pro- 
mote a  beneficiary  to  a  coowner,  but  requests  for  reissue  in  the  names  of  persons 
who  have  become  entitled  by  operation  of  law  will  be  recognized  as  establishing 
the  right  of  those  persons  to  receive  payment. 

Reissues  under  the  provisions  of  this  subpart  may  be  made  only  at  (1)  a 
Federal  Reserve  bank  or  branch,  (2)  the  Bureau  of  the  Public  Debt,  Division  of 
Loans  and  Currency  Branch,  or  (3)  the  Office  of  the  Treasurer  of  the  United 
States,  Securities  Division. 

Sec.  315.46.  Requests  for  reissue. — A  request  for  reissue  should  be  made  on  the 
prescribed  form  by  the  person  authorized  under  these  regulations  to  make  such  re- 
quest. Appropriate  forms  may  be  obtained  from  any  Federal  Reserve  bank, 
the  Office  of  the  Treasurer  of  the  United  States,  or  the  Bureau  of  the  Public 
Debt,  Division  of  Loans  and  Currency  Branch. 
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Sec.  315.47.  Effective  date. — In  any  case  of  authorized  reissue,  the  Treasury 
Department  will  treat  the  receipt  by  (1)  a  Federal  Reserve  bank  or  branch,  or  (2) 
the  Bureau  of  the  Public  Debt,  Division  of  Loans  and  Currency  Bi'anch,  or  (3) 
the  Office  of  the  Treasurer  of  the  United  States,  Securities  Division,  of  a  bond  and 
an  appi'opriate  I'equest  for  reissue  thereof  as  determining  the  date  upon  which 
the  reissue  is  effective.  If  the  owner  or  either  coowner  of  a  bond  dies  after  he 
has  presented  and  surrendered  the  bond  for  authorized  reissue,  the  bond  will  be 
regarded  as  though  reissued  in  the  decedent's  lifetime. 

Sec.  315.48.  Correction  of  errors. — Reissue  of  a  bond  may  be  made  to  correct 
an  error  in  the  original  issue,  upon  appropriate  request  supported  by  satisfactory 
proof  of  the  error. 

Sec.  315.49.  Change  of  name. — An  owner,  coowner,  or  beneficiary  whose  name 
is  changed  by  marriage,  divorce,  annulment,  order  of  court,  or  in  any  other  legal 
manner  after  the  issue  of  a  bond  should  submit  the  bond  with  a  request  on  Form 
PD  1474  for  reissue  to  substitute  the  new  name  for  the  name  inscribed  on  the 
bond.  The  signature  to  the  request  for  reissue  should  show  the  new  name,  the 
manner  in  which  the  change  was  made  and  the  former  name.  If  the  change  of 
name  was  made  other  than  by  marriage,  the  request  must  be  supported  by  satis- 
factory proof  of  the  change. 

SUBPART   K — MINORS,    INCOMPETENTS,    AGED    PERSONS,   ABSENTEES,    ETC. 

Sec.  315.50.  Payment  to  representative  of  estate. — If  the  form  of  registration 
of  a  savings  bond  indicates  that  the  owner  is  a  minor,  an  incompetent,  aged 
person,  absentee,  etc.,  and  that  there  is  a  representative  of  his  estate,  payment 
will  be  made  to  such  representative.  During  the  lifetime  of  such  owner,  the 
representative  of  his  estate  will  be  recognized  as  entitled  to  obtain  payment  of  a 
bond  registered  in  the  name  of  the  ward  as  owner  or  coowner,  or  of  a  bond  to 
which  the  ward  has  become  entitled.  After  the  death  of  such  owner,  his  repre- 
sentative, so  long  as  he  is  authorized  to  act  for  the  estate,  will  be  entitled  to 
obtain  payment  of  a  bond  to  which  the  ward  was  solely  entitled.  If  the  form 
of  registration  does  not  indicate  there  is  a  representative  of  the  estate  of  a 
minor  owner  or  coowner,  a  notice  that  there  is  such  a  I'epresentative  will  not  be 
accepted  for  the  purpose  of  preventing  payment  to  the  minor  or  to  a  parent  or 
other  person  on  behalf  of  the  minor,  as  provided  in  sees.  315..51  and  315.52. 

The  request  for  i)ayment  appearing  on  the  back  of  a  bond  should  be  signed  by 
the  representative  as  such,  for  example,  "John  A.  Jones,  guardian  (committee) 
of  the  estate  of  Henry  W.  Smith,  a  minor  (an  incompetent)."  Unless  the  form 
of  registration  gives  the  name  of  the  representative  requesting  payment,  a  cer- 
tificate, or  a  certified  copy  of  the  letters  of  appointment,  from  the  court  making 
the  appointment,  under  court  seal,  or  other  proof  of  qualification  if  not  appointed 
by  a  court,  should  be  submitted  with  the  bond. 

Sec.  315.51.  Payment  to  minors. — If  the  owner  of  a  savings  bond  is  a  minor 
and  the  form  of  registration  does  not  indicate  that  there  is  a  representative  of 
his  estate,  payment  will  be  made  to  him  upon  his  request,  provided  he  is  of 
suflicient  competency  to  sign  his  name  to  the  request  for  payment  and  to  under- 
stand the  nature  of  the  transaction.  In  general,  the  fact  that  the  request  for 
payment  has  been  signed  by  a  minor  and  duly  certified  will  be  accepted  as 
sufficient  proof  of  competency  and  understanding. 

Sec.  315.52.  Payment  to  a  parent  or  other  person  on  'behalf  of  a  minor. — If  the 
owner  of  a  savings  bond  is  a  minor  and  the  form  of  registration  does  not  indicate 
that  there  is  a  representative  of  his  estate,  and  if  such  minor  owner  is  not  of 
sufficient  competency  to  sign  his  name  to  the  request  for  payment  and  to  under- 
stand the  natui'e  of  the  transaction,  payment  will  be  made  to  either  parent  of 
the  minor  with  whom  he  resides  or,  if  the  minor  does  not  reside  with  either 
parent,  then  to  the  person  who  furnishes  his  chief  support.  His  parent  or  the 
person  furnishing  his  chief  support  should  execute  the  request  for  payment  and 
furnish  a  certificate,  which  may  be  typed  or  written  on  the  back  of  the  bond,  as 
to  his  right  to  act  for  the  minor.  If  a  parent  signs  the  request,  the  certificate 
and  signature  thereto  should  be  in  substantially  the  following  form : 

"I  certify  that  I  am  the  mother   (or  father)   of  John  C.  Jones  and  the 

person  with  whom  he  resides.     He  is years  of  age  and  is  not  of 

sufficient  competency  and  understanding  to  make  this  request. 

"Mrs.  Mary  Jones  on  behalf  of  John  C.  Jones," 
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If  a  person  other  than  a  parent  signs  the  request,  the  certificate  and  signature 
thereto,  including  a  reference  to  the  person's  relationship,  if  any,  to  the  minor, 
should  be  in  substantially  the  following  form  : 

"I  certify  that  John  C.  Jones  does  not  reside  with  either  parent  and  that 

I  furnish  his  chief  support.     He  is years  of  age  and  is  not  of 

sufficient  competency  and  understanding  to  make  this  request. 

"Mrs  Alice  Brown,  grandmother,  on  behalf  of  John  C.  Jones." 
Sec.  315.53.  Payment  or  reinvestment  upon  request  of  voluntary  guardian  of 
incompetent. — If  the  adult  owner  of  bonds  is  incompetent  to  request  and  receive 
payment  thereof  and  no  other  person  is  legally  qualified  to  do  so,  the  relative 
responsible  for  his  care  and  support  or  some  other  person  may  submit  an  applica- 
tion as  voluntary  guardian  for  redemption  of  the  bonds  in  the  following  cases : 

(a)  Where  the  proceeds  of  the  bonds  are  needed  to  pay  expenses  already 
incurred,  or  to  be  incuri-ed  during  any  90-day  period,  for  the  support  of  the 
incompetent  or  his  legal  dependents,  bonds  belonging  to  the  incompetent,  not 
exceeding  $1,000  (face  value),  may  be  submitted  for  redemption; 

(b)  Where  the  bond  has  matured  and  it  is  desired  to  redeem  it  and  reinvest 
the  proceeds  in  savings  bonds.  The  proceeds  of  any  matured  appreciation  type 
bonds  ordinarily  will  be  required  to  be  reinvested  in  Series  E  bonds.  The  pro- 
ceeds of  matured  current  income  bonds  may  be  invested  in  Series  H  or  Series  E 
bonds.  Tlie  new  bonds  must  be  registered  in  the  name  of  the  incompetent 
followed  by  the  words  "an  incompetent."  A  living  coowner  or  beneficiary 
named  on  the  matured  bond  must  be  designated  on  the  new  bonds  unless  he  is 
a  competent  adult  and  furnishes  a  certified  statement  consenting  to  omission  of 
his  name.  If  an  amount  in.sufiScient  to  purchase  an  additional  bond  of  any 
authorized  denomination  of  any  series  remains  after  the  reinvestment,  the  volun- 
tary guardian  may,  if  he  so  desires,  furnish  additional  funds  sufficient  to  pur- 
chase another  bond  of  either  series  in  the  lowest  available  denomination.  If 
additional  funds  are  not  furnished,  the  remaining  amount  will  be  paid  to  the 
voluntary  guardian  for  the  use  and  benefit  of  the  incomi>etent. 

Sec.  315.54.  Reissue. — A  bond  of  which  a  minor  or  other  person  under  legal 
disability  is  the  owner  or  in  which  he  has  an  interest  may  be  reissued  upon  an 
authorized  reissue  transaction  under  the  following  conditions : 

(a)  A  minor  of  sufficient  competency  to  sign  his  name  to  the  request  and  to 
understand  the  nature  of  the  transaction  may  request  reissue  to  add  a  coowner 
or  beneficiary  to  a  bond  registered  in  his  name  alone  or  to  which  he  is  entitled 
in  his  own  right. 

(b)  A  bond  on  which  a  minor  is  named  as  beneficiary  or  coowner  may  be  re- 
issued in  the  name  of  a  custodian  for  the  minor  under  a  statute  authorizing 
gifts  to  minors  upon  the  request  of  the  adult  whose  name  appears  on  the  bond 
as  owner  or  coowner. 

(c)  Except  to  the  extent  provided  in  (a)  and  (b)  of  this  section,  reissue  will 
be  restricted  to  a  form  of  registration  which  does  not  adversely  affect  the  exist- 
ing ownership  or  interest  of  the  minor  or  such  other  person.  Requests  for 
reissue  should  be  executed  by  the  person  authorized  to  request  payment  under 
sees.  315.50  and  315.52,  or  who  may  request  recognition  as  a  voluntary  guardian 
under  sec.  315.53  and  in  the  same  manner. 

SUBPART    L — NATURAL  PERSON    AS    SOLE   OWNER 

Sec.  315.55.  Payment. — -A  savings  bond  registered  in  the  name  of  a  natural 
per.son  in  his  own  right,  without  a  coovsoier  or  beneficiary,  will  be  paid  to  him 
during  his  lifetime  under  Subpart  H.  Upon  the  death  of  the  owner  such  bond 
will  be  considered  as  belonging  to  his  estate  and  will  be  paid  under  Subpart  O, 
except  as  otherwise  provided  in  these  regulations. 

Sec.  315.56.  Reissue  for  certain  purposes. — A  savings  bond  registered  in  the 
name  of  a  natural  per.son  in  his  own  right  may  be  rei.svsued  upon  appropriate 
request  by  him  (subject  to  the  provisions  of  sec.  315.54),  upon  presentation  and 
surrender  during  his  lifetime,  for  the  following  purposes  : 

(a)  Addition  of  a  coowner  or  beneficiary. — To  name  another  natural  person 
as  coowner  or  as  beneficiary.     Form  PD  1787  should  be  used. 

(b)  Divorce  or  annulment. — To  name  as  registered  owner  the  other  party  to 
a  divorce  or  annulment  occurring  after  issue  of  the  bond.  Form  PD  3360  shoiUd 
be  used. 
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(c)  Certain  degrees  of  relationship. — To  name  as  registered  owner  a  person 
related  to  the  owner  as  provided  in  sec.  315.61(a)  (1)  (i),  with  a  beneficiary  or 
coowner,  if  so  desired.     Form  FD  3360  should  be  used. 

(d)  Trustees. — To  name  the  trustee  of  (1)  a  i>ersonal  trust  estate  created  by 
the  owner,  or  (2)  a  personal  trust  estate  created  by  other  than  the  owner  if  a 
beneficiary  of  the  trust  and  the  owner  are  related  as  provided  in  sec.  315.61(a) 
( 1 )  ( i ) .     Form  FD  1851  should  be  used. 

SUBPART    M — TWO    NATURAL   PERSONS   AS    COOWNERS 

Sec.  315.60.  Payment  during  the  lives  of  both  coovmers. — A  savings  bond  reg- 
istered in  coowuership  form,  for  example,  '"John  A.  Jones  or  Mrs.  Mary  C.  Jones," 
will  be  paid  to  either  upon  his  separate  request,  and  upon  payment  to  him  the 
other  shall  cease  to  have  any  interest  in  the  bond,  if  both  request  payment 
jointly,  payment  will  be  made  by  check  drawn  to  their  order  jointly,  for  example, 
"John  A.  Jones  AND  Mrs.  Mary  C.  Jones." 

Sec.  315.61.  Reissue  during  the  lives  of  both  coowners. 

(a)  General. — A  bond  registered  in  coownership  form  may  be  reissued  upon 
its  presentation  and  surrender  during  the  lifetime  and  competency  of  both 
coowners,  upon  the  request  of  both,  as  follows : 

(1)  In  the  name  of  either  coowner,  alone  or  with  a  new  coowner  or 
beneficiary — 

(i)  If  the  coowner  whose  name  is  to  remain  on  the  bond  is  related  to  the 
coowner  whose  name  is  to  be  eliminated  as:  husband,  wife;  parent,  child  (in- 
cluding stepchild)  ;  brother,  sister  (including  the  half  blood,  stepbrother,  step- 
sister, or  brother  or  sister  through  adoption)  ;  grandparent,  grandchild;  great 
grandparent,  great  grandchild ;  uncle,  aunt,  nephew,  niece  ( including  a  child  of 
a  brother  or  sister  of  the  present  spouse)  ;  granduncle,  grandauut,  grandnephew, 
grandniece ;  father-iu-law,  mother-in-law,  son-in-law,  daughter-in-law,  brother- 
in-law,  sister-in-law. 

( ii )    If  one  of  them  marries  after  issue  of  the  bond. 

(iii)  If  they  are  divorced  or  legally  separated  from  each  other,  or  their 
marriage  is  annulled,  after  issue  of  the  bond. 

(2)  In  the  name  of  a  third  person  related  to  either  coowner,  as  provided  in 
(a)  (1)  (i)  of  this  section,  with  a  coowner  or  beneficiary,  if  so  desired. 

(Form  FD  1938  should  be  used  for  any  of  the  above  classes.) 

(3)  In  the  name  of  a  trustee  of  (i)  a  personal  trust  estate  created  by  either 
coowner,  or  (ii)  a  personal  trust  estate  created  by  other  than  a  coowner  if  a 
beneficiai-y  of  the  trust  is  related  to  either  coowner  as  provided  in  (a)  (1)  (i) 
of  this  section. 

Form  FD  1851  should  be  used. 

(b)  Minor  coowners. — A  request  for  reissue  signed  by  a  minor  coowner  of 
sutticient  competency  to  sign  his  name  to  the  request  and  understand  the  nature 
of  the  transaction,  and  for  whose  estate  no  representative  has  been  appointed, 
will  be  recognized  if  the  bond  is  to  be  reissued  in  his  name  alone,  or  in  his  name 
with  a  new  coowner  or  beneficiary.  A  request  for  reissue  to  eliminate  the 
other  coowner,  signed  in  behalf  of  a  minor  coowner  by  the  representative  of 
his  estate  will  be  recognized ;  however,  a  request  to  eliminate  the  name  of  the 
minor  will  be  recognized  only  if  supported  by  evidence  that  a  court  has  ordered 
the  representative  to  request  such  reissue  (see  sec.  315.23).  A  minor  coowner 
for  whose  estate  no  representative  has  been  appointed  may  be  promoted  to  sole 
owner  upon  the  request  of  the  competent  coowner.  A  competent  coowner  may, 
upon  his  own  request,  have  the  bond  reissued  to  remove  his  name  and  name  a 
custodian  for  the  minor  under  a  statute  authorizing  gifts  to  minors. 

(c)  Incompetent  coowners. — Reissue  will  not  be  made  if  one  coowner  is 
incompetent  and  a  representative  of  the  incompetent's  estate  has  not  been  ap- 
pointed, except  to  add  "an  incompetent"  after  his  name  or  to  eliminate  the 
other  coowner  from  the  registration.  If  there  is  a  representative,  the  pro- 
visions of  paragraph  (b)  of  this  section  apply  as  to  his  execution  of  a  request 
for  reissue. 

Sec.  315.62.  After  the  death  of  one  or  both  coowners. — If  either  coowner  dies 
without  the  bond  having  been  presented  and  surrendered  for  payment  or  au- 
thorized reissue,  the  survivor  will  be  recognized  as  the  sole  and  absolute  owner. 
Thereafter,  payment  or  reissue  will  be  made  as  though  the  bond  were  registered 
in  the  name  of  the  survivor  alone  (see  Subpart  L),  except  that  a  request  for 
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reissue  by  him  must  be  supported  by  proof  of  death  of  the  other  coowner,  and 
except  further  that  after  the  death  of  the  survivor  proof  of  death  of  both  coowners 
and  of  the  order  in  which  they  died  will  be  required.  The  presentation  and 
surrender  of  a  bond  by  one  coowner  for  payment  establishes  his  right  to  receive 
the  proceeds  of  the  bond,  and  if  he  should  die  before  the  transaction  is  com- 
pleted, payment  will  be  made  to  the  legal  representative  of,  or  persons  en- 
titled to,  his  estate  in  accordance  with  the  provisions  of  Subpart  O.  If  either 
coowner  dies  after  the  bond  has  been  presented  and  surrendered  for  authorized 
reissue  (see  sec  315.47),  the  bond  will  be  regarded  as  though  reissued  during 
his  lifetime. 

Sec.  315.63.  Upon  death  of  ioth  coowners  in  a  common  disaster,  etc. — If  both 
coowners  die  under  such  conditions  that  it  cannot  be  established  either  by  pre- 
sumption of  law  or  otherwise  which  died  first,  the  bond  will  be  considered 
as  belonging  to  the  estates  of  both  equally,  and  payment  or  reissue  will  be 
made  accordingly.     (See  Subpart  O.) 

SUBPART    N — TWO   NATURAL  PERSONS   AS    OWNER   AND   BENEFICIARY 

Sec.  315.65.  During  the  lifetime  of  the  registered  owner. — A  savings  bond  reg- 
istered in  beneficiary  form,  for  example,  "John  A.  Jones  payable  on  death  to 
Mrs.  Mary  C.  Jones,"  will  be  paid  or  reissued  upon  presentation  and  surrender 
during  the  lifetime  of  the  registered  owner,  as  follows : 

(a)  Payment. — The  bond  will  be  paid  to  the  registered  owner  during  his 
lifetime  upon  his  properly  executed  request  as  though  no  beneficiary  had  been 
named  in  the  registration.  The  presentation  and  surrender  of  the  bond  by  the 
registered  owner  for  payment  establishes  his  exclusive  right  to  the  proceeds  of 
the  bond,  and  if  he  should  die  before  the  transaction  is  completed,  payment  will 
be  made  to  the  legal  representative  of,  or  the  persons  entitled  to,  his  estate  upon 
receipt  of  proof  of  the  appointment  and  qualification  of  the  representative  or  the 
identity  of  the  persons  entitled,  in  accordance  with  the  provisions  of  Subpart  O. 

(b)  Reissue. 

(1)   The  bond  will  be  reissued  on  a  duly  certified  request  of  the  owner: 

(i)  To  name  the  beneficiary  designated  on  the  bond  as  coowner.  Form  PD 
1787  should  be  used. 

(ii)  To  eliminate  his  name  as  owner  and  to  name  as  owner  a  custodian  for 
the  beneficiary,  if  a  minor,  under  a  statute  authorizing  gifts  to  minors.  Form 
PD  3360  should  be  used. 

(iii)  To  eliminate  the  beneficiary,  to  substitute  another  person  as  beneficiary, 
or  to  name  another  person  as  coowner,  if  the  request  of  the  owner  is  supported 
by  the  beneficiary's  duly  certified  consent  to  elimination  of  his  name  or  by  proof 
of  his  death.^    Form  PD  1787  should  be  used. 

(iv)  In  the  name  of  a  trustee  of  (1)  a  personal  trust  estate  created  by  the 
owner,  or  (2)  a  personal  trust  estate  created  by  other  than  the  owner  if  the 
owner  and  a  beneficiary  of  the  trust  are  related  as  provided  in  sec.  315.61(a) 
(1)  (i),  and  the  request  of  the  owner  is  supported  by  the  duly  certified  con.sent 
of  the  beneficiary,  or  by  proof  of  his  death.^  Form  PD  1851  should  be  used  by 
the  owner  and  the  beneficiary. 

Sec.  315.66.  After  the  death  of  the  registered  owner. — If  the  registered  owner 
dies  without  the  bond  having  been  presented  and  surrendered  for  payment  or 
authorized  reissue  and  is  survived  by  the  beneficiary,  upon  proof  of  death  of 
the  owner  the  beneficiary  will  be  recognized  as  the  sole  and  absolute  owner,  and 
payment  or  reissue  will  be  made  as  though  the  bond  were  registered  in  his  name 
alone   (see  Subpart  L). 

SUBPART   O DECEASED    OWNERS 

Sec.  315.70.  General. — Upon  the  death  of  the  owner  of  a  savings  bond  who  is 
not  survived  by  a  coowner  or  designated  beneficiary  and  who  had  not  during  his 
lifetime  presented  and  surrendered  the  bond  for  payment  or  an  authorized  re- 
issue, the  bond  will  be  considered  as  belonging  to  his  estate  and  will  be  paid  or 
reissued  accordingly  as  hereinafter  provided,  except  that  reissue  under  this 
subpart  will  not  be  permitted  if  otherwise  in  conflict  with  these  regulations.    If 


1  The  provisions  of  this  section  do  not  apply  to  bonds  on  which  the  Treasurer  of  the 
United  States  of  America  is  named  as  beneficiary. 
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the  person  entitled  is  an  alien  who  is  a  resident  of  an  area  with  respect  to  which 
the  Treasury  Department  restricts  or  regulates  the  delivery  of  checks  drawn 
against  funds  of  the  United  States  of  America  or  any  agency  or  instrumentality 
thereof,  payment  of,  and  interest  on,  a  bond  will  not  be  made  so  long  as  the 
restriction  applies.^  A  creditor  is  entitled  only  to  payment  of  a  bond  to  the 
extent  of  not  more  than  his  claim. 

Sec.  315.71.  Special  provisions  applicable  to  small  amounts  of  savings  bonds, 
interest  checks  or  redemption  checks. — Entitlement  to,  or  the  authority  to  dis- 
pose of,  a  small  amount  of  bonds  and  checks  issued  in  payment  thereof  or  in 
payment  of  interest  thereon,  belonging  to  the  estate  of  a  decedent,  may  be  estab- 
lished through  the  use  of  certain  short  forms,  according  to  the  aggregate  face 
amount  of  bonds  and  checks  involved  (excluding  checks  representing  interest 
on  the  bonds),  as  indicated  by  the  following  table: 


Amount 

Circumstances 

Form 

To  be  executed  by- 

$100 

No  administration           .      

PD  2216 

PD  2488-1 

PD2458 

Person  who  paid  burial  expenses. 

500      ... 

Estate  being  administered 

Executor  or  administrator. 

500 

Estate  settled 

Former  executor  or  administrator,  at- 

torney, or  other  qualified  person. 

Sec.  315.72.    Estates  administered. 

(a)  In  course  of  administration. — If  the  estate  of  a  decedent  is  being  admin- 
istered in  court,  the  bond  will  be  paid  to  the  duly  qualified  representative  of  the 
estate  or  will  be  reissued  in  the  names  of  the  persons  entitled  to  share  in  the 
estate,  upon  the  request  of  the  representative  and  compliance  with  the  following 
requirements : 

(1)  Where  there  are  two  or  more  legal  representatives,  all  must  join  in  the 
request  for  payment  or  reissue,  except  as  provided  in  sees.  315.77  and  315.78. 

(2)  The  request  for  paj'ment  or  reissue  should  be  signed  in  the  form,  for 
example,  "John  A.  Jones,  administrator  of  the  estate  (or  executor  of  the  will) 
of  Henry  W.  Jones,  deceased,"  and  must  be  supported  by  proof  of  the  repre- 
sentative's authority  in  the  form  of  a  court  certificate  or  a  certified  copy  of  the 
representative's  letters  of  appointment.  The  certificate  or  the  certification  to  the 
letters  must  be  under  seal  of  the  court  and,  except  in  the  case  of  a  corporate 
representative,  must  contain  a  statement  that  the  appointment  is  in  full  force 
and  should  be  dated  within  six  months  of  the  date  of  presentation  of  the  bond, 
unless  the  certificate  or  letters  show  that  the  appointment  was  made  within  one 
year  Immediately  prior  to  such  presentation. 

(3)  In  case  of  reissue  the  legal  representative  of  the  estate  should  certify  that 
each  person  in  whose  name  reissue  is  requested  is  entitled  to  the  extent  specified 
for  each  and  has  consented  to  such  reissue.  A  request  for  reissue  by  the  legal 
representative  should  be  made  on  Form  PD  1455.  If  a  person  in  whose  name 
reissue  is  requested  desires  to  name  a  coowner  or  beneficiary,  such  person  should 
execute  an  additional  request  for  that  purpose,  using  Form  PD  1787. 

(b)  After  settlement  through  court  proceedings. — If  the  estate  of  the  decedent 
has  been  settled  in  court,  the  bond  will  be  paid  to,  or  reissued  in  the  name  of,  the 
person  entitled  thereto  as  determined  by  the  court.  The  request  for  payment 
or  reissue  should  be  made  by  the  person  shown  to  be  entitled,  supported  by  a 
duly  certified  copy  of  the  representative's  final  account  as  approved  by  the 
court,  decree  of  distribution,  or  other  pertinent  court  records,  supplemented,  if 
there  are  two  or  more  persons  having  an  apparent  interest  in  the  bond,  by  an 
agreement  executed  by  them  concerning  the  disposition  of  the  bond.  Form  PD 
1787  should  be  used  by  the  person  entitled  if  he  wishes  to  name  a  coowner  or 
beneficiary. 

Sec.  315.73.  Estates  not  administered. 

(a)  Special  provisions  under  State  laws. — If,  under  State  law,  a  person  has 
been  recognized  or  appointed  to  receive  or  distribute  the  assets  of  a  decedent's 
estate  without  regular  administration,  his  request  for  payment  or  reissue  of 
a  bond  to  the  person  or  persons  entitled  will  be  accepted  provided  he  submits 
appropriate  evidence  of  his  authority. 


^  See  Department  Circular  No.  655,  current  revision  (31  CFR  211). 
7  82-556—66^ 17 
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(b)  Agreement  of  persons  entitled. — When  it  appears  that  no  legal  repre- 
sentative of  a  decedent's  estate  has  been  or  will  be  appointed,  the  bond  will  be 
paid  to,  or  reissued  in  the  name  of,  the  person  or  persons  entitled,  including 
those  entitled  as  donees  of  a  gift  causa  mortis,  pursuant  to  an  agreement  and 
request  by  all  persons  entitled  to  share  in  the  decedent's  personal  estate.  A 
form  of  agreement  for  settlement  without  administration,  Form  PD  1946-1, 
should  be  used  for  cases  in  which  the  total  face  amount  of  bonds  and  redemption 
and  interest  checks  belonging  to  the  decedent's  estate  is  in  excess  of  $500. 
Where  the  total  face  amount  does  not  exceed  $500,  Form  PD  1946  may  be  used. 
If  the  persons  entitled  to  share  in  the  personal  estate  include  minors  or  incom- 
petents, payment  or  reissue  of  the  bond  will  not  be  permitted  without  adminis- 
tration except  to  them  or  in  their  names  unless  their  interests  are  otherwise 
protected  to  the  satisfaction  of  the  Treasury  Department. 

SUBPAKT   P — FIDUCIARIES 

Sec.  315.75.  Payment. — A  savings  bond  registered  in  the  name  of  a  fiduciary 
or  otherwise  belonging  to  a  fiduciary  estate  will  be  paid  to  the  fiduciary  or 
fiduciaries  in  accordance  with  the  provisions  of  sees.  315.77  and  315.78. 

Sec.  315.76.     Reissue. 

(a)  In  the  name  of  person  entitled. 

(1)  Distribution  of  trust  estate  in  kind. — A  bond  to  which  a  beneficiary  of  a 
trust  estate  has  become  lawfully  entitled  in  his  own  right  or  in  a  fiduciary 
capacity,  in  whole  or  in  part,  under  the  terms  of  a  trust  instrument,  will  be  re- 
issued in  his  name  to  the  extent  of  his  interest,  upon  the  request  of  the  trustee 
or  trustees  and  their  certification  that  such  person  is  entitled  and  has  agreed 
to  reissue  in  his  name. 

(2)  After  termination  of  trust  estate. — If  the  person  who  would  be  lawfully 
entitled  to  a  bond  upon  the  termination  of  a  trust  does  not  desire  to  have 
distribution  made  to  him  in  kind,  as  provided  in  paragraph  (1)  above,  the 
trustee  or  trustees  should  present  the  bond  for  payment  before  the  estate  is 
terminated.  If,  however,  the  estate  is  terminated  without  such  payment  or 
reissue  having  been  made,  the  bond  will  thereafter  be  paid  to  or  reissued  in  the 
name  of  the  person  lawfully  entitled  upon  his  request  and  satisfactory  proof 
of  ownership,  supplemented,  if  there  are  two  or  more  persons  having  any  apparent 
interest  in  the  bond,  by  an  agreement  executed  by  all  such  persons  concerning 
the  disposition  of  the  bond. 

(3)  Upon  termination  of  guardianship  estate. — If  the  estate  of  a  minor  or  in- 
competent or  of  an  absentee  is  terminated,  during  the  ward's  lifetime,  a  bond 
registered  to  show  that  there  is  a  representative  of  the  estate  will  be  reissued 
in  the  name  of  the  former  ward  upon  the  representative's  request  and  certifica- 
tion that  the  former  ward  is  entitled  and  has  agreed  to  reissue  in  his  name 
(Form  PD  1455  should  be  used),  or  will  be  paid  to  or  reissued  in  the  name  of  the 
former  ward  upon  his  own  request,  supported  in  either  case  by  satisfactory 
evidence  that  his  disability  has  been  removed  or  that  an  absentee  has  returned  to 
claim  his  property.  Certification  by  the  representative  that  a  former  minor 
has  attained  his  majority,  that  a  former  incompetent  has  been  legally  restored 
to  competency,  that  a  legal  disability  of  a  female  ward  has  been  removed  by 
marriage,  if  the  State  law  so  provides,  or  that  an  absentee  has  appeared  to  claim 
his  property,  will  ordinarily  be  accepted  as  sufficient  (see  sec.  315.77  if  the 
representative's  name  is  not  shown  in  the  registration).  Upon  the  termination 
of  the  estate  as  the  result  of  the  death  of  the  ward,  a  bond  registered  to  show 
that  there  is  a  representative  of  his  estate  will  be  reissued  in  accordance  with  the 
provisions  of  Subpart  O. 

(4)  Upon  termination  of  life  estate. — Upon  the  death  of  a  life  tenant,  a  bond 
registered  in  his  name  as  life  tenant  may  be  reissued  in  the  name  of  the  person 
or  persons  entitled  pursuant  to  an  agreement  and  request  of  all  of  the  persons 
having  an  interest  in  the  remainder, 

(b)  In  the  name  of  a  succeeding  fiduciary. — If  a  fiduciary  in  whose  name  a 
bond  is  registered  has  been  succeeded  by  another,  the  bond  will  re  reissued  in  the 
name  of  the  succeeding  fiduciary  upon  appropriate  request  and  satisfactory  evi- 
dence of  successorship.     Form  PD  1455  should  be  used. 

(e)  In  the  name  of  financial  institution  as  trustee  of  common  trust  fund. — A 
bond  held  by  a  bank,  trust  company,  or  other  financial  institution  as  a  trustee, 
guardian  or  similar  representative,  executor  or  administrator  may  be  reissued 
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in  its  name  as  trustee  of  its  common  trust  fund  to  the  extent  that  participation 
therein  by  the  institution  in  such  capacity  is  authorized  by  law  or  applicable 
regulations.  A  request  for  reissue  to  the  institution  as  trustee  of  its  common 
trust  fund  should  be  executed  on  its  behalf  in  the  capacity  in  which  the  bond 
is  held  and  by  the  cofiduciary,  if  any.    Form  PD  1455  should  be  used. 

Sec.  315.77.  Requests  for  reissue  or  payment  prior  to  maturity  or  extended 
maturity. — The  following  rules  apply  to  both  requests  for  reissue  and  payment 
by  fiduciaries :  A  request  for  reissue  or  payment  prior  to  maturity,  or  extended 
maturity  for  bonds  for  which  an  optional  extension  period  has  been  provided, 
must  be  signed  by  all  acting  fiduciaries  unless  by  express  statute,  decree  of  court, 
or  the  terms  of  the  instrument  under  which  the  fiduciaries  are  acting,  some  one 
or  more  of  them  may  properly  execute  the  request.  If  the  fiduciaries  named  in 
the  registration  are  still  acting,  no  further  evidence  of  authority  will  be  required. 
Otherwise,  a  request  must  be  supported  by  evidence  as  specified  below  : 

(a)  Fiduciaries  by  title  only. — If  the  bond  is  registered  in  the  titles,  without 
the  names,  of  fiduciaries  not  acting  as  a  board,  satisfactory  evidence  of  their 
incumbency  must  be  furnished,  except  in  the  case  of  bonds  registered  in  the  title 
of  public  officers  as  trustees. 

(b)  Succeeding  fiduciaries. — If  the  fiduciaries  in  whose  names  the  bond  is 
registered  have  been  succeeded  by  other  fiduciaries,  satisfactory  evidence  of 
successorship  must  be  furnished. 

(c)  Boards,  committees,  etc. — A  savings  bond  registered  in  the  name  of  a 
board,  committee,  commission,  or  other  body,  empowered  to  act  as  a  unit  and  to 
hold  title  to  the  property  of  a  religious,  educational,  charitable,  or  nonprofit 
organization  or  public  corporation  will  be  paid  upon  a  request  for  payment 
signed  in  the  name  of  the  board  or  other  body  by  an  authorized  officer  thereof. 
A  request  so  signed  and  duly  certified  will  ordinarily  be  accepted  without  further 
evidence  of  the  officer's  authority.  The  check  in  payment  of  the  bond  will  be 
drawn  in  the  name  of  the  board  or  other  body  as  fiduciary  for  the  organization 
named  In  the  registration  or  shown  by  satisfactory  evidence  to  be  entitled  as 
successor  thereto. 

(d)  Corporate  fiduciaries. — If  a  public  or  private  coriwration  or  a  political 
body,  such  as  a  State  or  county,  is  acting  as  a  fiduciary,  a  request  must  be  signed 
in  the  name  of  the  corporation  or  other  body  in  the  fiduciary  capacity  in  which 
it  is  acting,  by  an  authorized  officer  thereof.  A  request  so  signed  and  duly 
certified  will  ordinarily  be  accepted  without  further  evidence  of  the  officer's 
authority. 

(e)  Registration  not  disclosing  trust  or  other  fiduciary  estate. — If  the  registra- 
tion of  the  bond  does  not  show  that  it  belongs  to  a  trust  or  other  fiduciary  estate 
or  does  not  identify  the  estate  to  which  it  belongs,  satisfactory  evidence  of 
ownership  must  be  furnished  in  addition  to  any  other  evidence  required  by  this 
section. 

Sec.  315.78.  Requests  for  payment  at  or  after  maturity. — A  request  for  pay- 
ment at  or  after  the  maturity  date,  or  extended  maturity  date  for  bonds  for 
which  an  optional  extension  period  has  been  provided,  signed  by  any  one  or  more 
acting  fiduciaries,  will  be  accepted.  Payment  ordinarily  will  be  made  by  check 
drawn  as  the  bond  is  inscribed. 

SUBPART   Q — PRIVATE   ORGANIZATIONS    (CORPORATIONS,   ASSOCIATIONS,   PARTNERSHIPS, 
ETC.)   AND  GOVERNMENTAL  AGENCIES,  UNITS,  AND  OFFICERS 

Sec.  315.80.  Payment  to  corporations  or  unincorporated  associations. — A  sav- 
ings bond  registered  in  the  name  of  a  private  corporation  or  an  unincorporated 
association  will  be  paid  to  the  corporation  or  unincorporated  association  upon 
request  for  payment  on  its  behalf  by  a  duly  authorized  officer  thereof.  The  signa- 
ture to  the  request  should  be  in  the  form,  for  example.  "The  Jones  Coal  Company, 
a  corporation,  by  John  Jones.  President,"  or  "The  Lotus  Club,  an  unincorporated 
association,  by  William  A.  Smith,  Treasurer."  A  request  for  payment  so  signed 
and  duly  certified  will  ordinarily  be  accepted  without  further  evidence  of  the 
officer's  authority. 

Sec.  315.81.  Payment  to  partnerships. — A  savings  bond  registered  in  the  name 
of  an  existing  partnership  will  be  paid  upon  a  request  for  payment  signed  by 
a  general  partner.  The  signature  to  the  request  should  be  in  the  form,  for 
example,  "Smith  and  Jones,  a  partnership,  by  .John  Jones,  a  general  partner." 
A  request  for  payment  so  signed  and  duly  certified  will  ordinarily  be  accepted 
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as  sufficient  evidence  that  the  partnership  is  still  in  existence  and  that  the  person 
signing  the  request  is  duly  authorized. 

Sec.  315.82.  Reissue  or  payment  to  successors  of  corpor-ations,  unincorporated 
associations,  or  partnerships. — A  savings  bond  registered  in  the  name  of  a  private 
corporation,  an  unincorporated  association,  or  a  partnership  which  has  been 
succeeded  by  another  corporation,  unincorporated  association,  or  partnership 
by  operation  of  law  or  otherwise,  as  the  result  of  merger,  consolidation,  incorpora- 
tion, reincorporation,  conversion,  or  reorganization,  or  which  has  been  lawfully 
succeeded  in  any  manner  whereby  the  business  or  activities  of  the  original  orga- 
nization are  continued  without  substantial  change,  will  be  paid  to  or  reissued  in 
the  name  of  the  succeeding  organization  upon  appropriate  request  on  its  behalf, 
supported  by  satisfactory  evidence  of  successorship.  Form  PD  1540  should  be 
used. 

Sec.  315.83.    Reissue  or  payment  on  dissolution  of  corporation  or  partnership. 

(a)  Corporations. — A  savings  bond  registered  in  the  name  of  a  private  cor- 
poration which  is  in  the  process  of  dissolution  will  be  paid  to  the  aiithorized 
representative  of  the  corporation  upon  a  duly  executed  request  for  payment,  sup- 
ported by  satisfactory  evidence  of  the  representative's  authority.  Upon  the 
termination  of  dissolution  proceedings,  the  bond  may  be  reissued  in  the  names 
of  those  persons,  other  than  creditors,  entitled  to  the  assets  of  the  corporation, 
to  the  extent  of  their  respective  interests.  Reissue  under  this  subsection  will 
be  made  upon  the  duly  executed  request  of  the  authorized  representative  of 
the  corporation  and  upon  proof  that  all  statutory  provisions  governing  the 
dissolution  of  the  corporation  have  been  complied  with  and  that  the  persons 
in  whose  names  reissue  is  requested  are  entitled  and  have  agreed  to  the  reissue. 
If  the  dissolution  proceedings  are  under  the  direction  of  a  court,  a  certified  copy 
of  an  order  of  the  court,  showing  the  authority  of  the  representative  to  make 
the  distribution  requested,  must  be  furnished. 

(b)  Partnerships. — A  savings  bond  registered  in  the  name  of  a  partnership 
which  has  been  dissolved  by  death  or  withdrawal  of  a  partner,  or  in  any  other 
manner,  will  be  paid  upon  a  request  for  payment  by  any  partner  or  partners 
authorized  by  law  to  act  on  behalf  of  the  dissolved  partnership,  or  will  be  paid 
to  or  reissued  in  the  names  of  the  persons,  other  than  creditors,  entitled  thereto 
as  the  result  of  such  dissolution  to  the  extent  of  their  respective  interests,  upon 
their  request  supported  by  satisfactory  evidence  of  their  title,  including  proof 
that  the  debts  of  the  partnership  have  been  paid  or  properly  provided  for.  Form 
PD  2514  should  be  used. 

Sec.  315.84.  Payment  to  institutions  (churches,  hospitals,  homes,  schools, 
etc. ) . — A  savings  bond  registered  in  the  name  of  a  church,  hospital,  home,  school, 
or  similar  institution  without  reference  in  the  registration  to  the  manner  in 
which  it  is  organized  or  governed  or  to  the  manner  in  which  title  to  its  property 
is  held  will  be  paid  upon  a  request  for  payment  signed  on  behalf  of  such  institu- 
tion by  an  authorized  representative.  For  the  purpose  of  this  section,  a  request 
for  payment  signed  by  a  pastor  of  a  church,  superintendent  of  a  hospital,  presi- 
dent of  a  college,  or  by  any  official  generally  recognized  as  having  authority  to 
conduct  the  financial  affairs  of  the  particular  institution  will  ordinarily  be 
accepted  without  further  proof  of  his  authority.  The  signature  to  the  request 
should  be  in  the  form,  for  example.  "Shriners'  Hospital  for  Crippled  Children, 
St.  Louis,  Mo.,  by  William  A.  Smith,  superintendent,"  or  "St.  Mary's  Roman 
Catholic  Church,  Albany,  N.Y.,  by  John  .Jones,  pastor." 

Sec.  315.85.  Reissue  in  name  of  trustee  or  agent  for  investment  purposes. — 
A  savings  bond  registered  in  the  name  of  a  religious,  educational,  charitable,  or 
nonprofit  organization,  whether  or  not  incorporated,  may  be  reissued  in  the  name 
of  a  bank,  trust  company,  or  other  financial  institution,  or  an  individual,  as 
trustee  or  agent  under  an  agreement  with  the  organization  under  which  the 
trustee  or  agent  holds  funds  of  the  organization,  in  whole  or  in  part,  for  the 
purpose  of  investing  and  reinvesting  the  principal  and  paying  the  income  to 
the  organization.  Form  PD  2177  should  be  used  and  should  be  signed  on  behalf 
of  the  organization  by  an  authorized  officer. 

Sec.  315.86.  Reissue  upon  termination  of  investment  agency. — A  savings  bond 
registered  in  the  name  of  a  bank,  trust  company,  or  other  financial  institution, 
or  individual,  as  agent  for  investment  purposes  only,  under  an  agreement  with 
a  religious,  educational,  charitable,  or  nonprofit  organization,  may  be  reissued 
in  the  name  of  the  organization  upon  termination  of  the  agency.  The  former 
agent  should  request  such  reissue  and  should  certify  that  the  organization  is 
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entitled  by  reason  of  the  termination  of  the  agency,  using  Form  PD  1455.  If 
such  request  and  certification  are  not  obtainable,  the  bond  will  be  reissued  in 
the  name  of  the  organization  upon  its  own  request,  supported  by  satisfactory 
evidence  of  the  termination  of  the  agency. 

Sec.  315.87.  Payment  to  governmental  agencies  and  units. — A  savings  bond 
registered  in  the  name  of  a  State,  county,  city,  town,  or  village,  or  in  the  name 
of  a  Federal,  State,  or  local  governmental  agency  such  as  a  board,  commission, 
or  corporation,  will  be  paid  upon  a  request  signed  in  the  name  of  the  govern- 
mental agency  or  unit  by  a  duly  authorized  officer  thereof.  A  request  for  pay- 
ment so  signed  and  duly  certified  will  ordinarily  be  accepted  without  further 
proof  of  the  officer's  authority. 

Sec.  315.88.  Pai/ment  to  Government  officers. — A  savings  bond  registered  in  the 
official  title  of  an  officer  of  a  Government  agency  or  unit  will  be  paid  upon  a 
request  for  payment  signed  by  the  designated  officer.  The  fact  that  the  request 
for  payment  is  so  signed  and  duly  certified  will  ordinarily  be  accepted  as  proof 
that  the  person  signing  is  the  incumbent  of  the  designated  office. 

SUBPART   R — MISCEIXANEOUS   PROVISIONS 

Sec.  315.90.  Waiver  of  regulations. — The  Secretary  of  the  Treasury  reserves 
the  right,  in  his  discretion,  to  waive  or  modify  any  provision  or  provisions  of 
these  regulations  in  any  particular  case  or  class  of  cases  for  the  convenience  of 
the  United  States  of  America  or  in  order  to  relieve  any  person  or  persons  of 
unnecessary  hardship,  if  such  action  would  not  be  inconsistent  with  law  and 
would  not  impair  any  existing  rights,  and  if  he  is  satisfied  that  such  action 
would  not  subject  the  United  States  of  America  to  any  substantial  expense  or 
liability. 

Sec.  315.91.  Additional  requirements ;  bond  of  indemnity;  taxpayer  identifying 
numhers. — The  Secretary  of  the  Treasury  may  require  (a)  such  additional  evi- 
dence as  he  may  consider  necessary  or  advisable,  (b)  a  bond  of  indemnity, 
with  or  without  surety,  in  any  case  where  he  may  consider  such  a  bond  necessary 
for  the  protection  of  the  interests  of  the  United  States  of  America,  and  (c)  with- 
out prior  notice,  that  appropriate  taxpayer  identifying  numbers  be  furnished 
for  issue,  reissue,  or  payment  of  any  savings  bond. 

Sec.  315.92  Preservation  of  rights. — Nothing  contained  in  these  regulations 
shall  be  construed  to  limit  or  restrict  existing  rights  which  holders  of  savings 
bonds  heretofore  issued  may  have  acquired  under  the  circulars  offering  the 
bonds  for  sale  or  under  the  regulations  in  force  at  the  time  of  purchase. 

Sec.  315.93.  Supplements,  amendments,  or  revisions. — The  Secretary  of  the 
Treasury  may  at  any  time,  or  from  time  to  time,  prescribe  additional,  supple- 
mental, amendatory,  or  revised  rules  and  regulations  governing  United  States 
savings  bonds. 

John  K.  Cablock, 
Fiscal  Assistant  Secretary  of  the  Treasury. 


Exhibit  8. — Sixth  revision,  December  23,  1964,  of  Department  Circular  No.  653, 
offering  of  United  States  savings  bonds,  Series  E 

Treasury  Department, 
Washington,  December  23, 1964- 

Department  Circular  No.  653,  Fifth  Revision,  dated  September  23,  1959,  as 
amended  (31  CFR  316),  is  hereby  further  amended  and  issued  as  the  Sixth 
Revision.^ 

Authority  :  Sees.  316.1  to  316.14  issued  under  authority  of  sections  22  and 
25  of  the  Second  Liberty  Bond  Act,  as  amended,  49  Stat.  21,  as  amended,  and 
73  Stat.  621  (31  U.S.C.  757c,  757c-l). 

See.  316.1  Offering  of  bonds. — The  Secretary  of  the  Treasury  offers  for  sale 
to  the  people  of  the  United  States,  United  States  savings  bonds  of  Series  E,  here- 
inafter generally  referred  to  as  Series  E  bonds.     These  bonds  are  substantially 


1  The  basic  terms  of  the  bonds  offered  under  the  Fifth  Revision  have  not  been  changed. 
The  material  in  the  Fifth  Revision  and  its  three  amendments  has  been  reorganized  and 
edited  in  connection  with  the  publication  of  the  1965  edition  of  Title  31  of  the  Code  of 
Federal  Regulations. 
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a  continuation  of  the  Series  E  bonds  heretofore  available.     This  offering  of 
bonds  will  continue  until  terminated  by  the  Secretary  of  the  Treasury. 

Sec.  316.2.  Description  of  bonds  currently  offered. —  (a)  General. — Series  E 
bonds  bear  a  facsimile  of  the  signature  of  the  Secretary  of  the  Treasury  and  of 
the  Seal  of  the  Treasury  Department.  The  bonds  are  issued  only  in  registered 
form  and  are  nontransferable. 

(b)  Denominations  and  prices. — Series  E  bonds  are  issued  on  a  discount 
basis  at  75  percent  of  their  face  values.  The  denominations  and  issue  prices 
are: 

Issue 
{purchase) 
Denomination  {face  value)  price 

$25 $18.75 

50 37.50 

75 56.25 

100 75.00 

200 150.00 

500 375.00 

1,000 750. 00 

10.000    7,  500.  00 

100,000  ' 75,  000.  00 

(c)  Inscription  and  issue. — At  the  time  of  issue  the  issuing  agent  will  (1) 
inscribe  on  the  face  of  each  Series  E  bond  the  name  and  address  of  the  owner,  and 
the  name  of  the  beneficiary,  if  any,  or  the  name  and  address  of  one  coowner,  and 
the  name  of  the  other  coowner,  (2)  enter  in  the  upper  right-hand  portion  of  the 
bond  the  issue  date,  and  (3)  imprint  the  agent's  dating  stamp  in  the  lower  right- 
hand  portion  to  show  the  date  the  bond  is  actually  inscribed.  A  Series  E  bond 
shall  be  valid  only  if  an  authorized  issuing  agent  receives  payment  therefor  and 
duly  inscribes,  dates,  stamps,  and  malies  delivery  of  the  bond  in  accordance  with 
the  purchaser's  instructions.  The  Treasury  Department  may  require,  without 
prior  notice,  that  the  appropriate  identifying  number  as  required  on  tax  returns 
and  other  documents  submitted  to  the  Internal  Revenue  Service  be  furnished 
for  inclusion  in  the  inscription. 

(d)  Term. — A  Series  E  bond  shall  be  dated  as  of  the  first  day  of  the  month  in 
which  payment  of  the  issue  price  is  received  by  an  agent  authorized  to  issue 
such  bonds.  This  date  is  the  issue  date  and  the  bond  will  mature  and  be  payable 
at  face  value  7  years  and  9  months  from  such  issue  date.  The  bond  may  not  be 
called  for  redemption  by  the  Secretary  of  the  Treasury  prior  to  maturity  or  the 
end  of  the  extended  maturity  period  (see  sec.  316.8(a)  (1) ).  The  bond  may  be 
redeemed  at  the  owner's  option  at  any  time  after  two  months  from  issue  date 
at  fixed  redemption  values ;  however,  the  Treasury  Department  may  require 
reasonable  notice  of  presentation  of  a  bond  for  redemption  prior  to  maturity. 
The  owner  has  the  option  of  continuing  to  hold  the  bond  for  an  extended  maturity 
period  at  a  rate  of  interest  to  be  determined  prior  to  the  original  maturity  of 
such  bond. 

(e)  Investment  yield  (m/ere.sO-— The  investment  yield  (interest)  on  a  Series 
E  bond  will  be  approximately  3.75  percent  per  annum  compounded  semiannually 
if  the  bond  is  held  to  maturity  ;  ^  but  the  yield  will  be  less  if  the  bond  is  redeemed 
prior  to  maturity.  The  interest  will  be  paid  as  a  part  of  the  redemption  value. 
During  the  first  six  months  from  issue  date  the  bonds  will  be  redeemable  only 
at  issue  price.  The  redemption  value  will  increase  at  the  end  of  the  first  half- 
year  period  from  issue  date  and  successive  periods  thereafter  (see  Table  I). 

Sec.  316.3.  Governing  regulations. — Series  E  bonds  are  subject  to  the  regula- 
tions of  the  Treasury  Department,  now  or  hereafter  prescribed,  governing  United 
States  savings  bonds,  contained  in  Department  Circular  No.  530,  current  revision 
(31CFR315).=' 


1  The  $100,000  denomination  is  available  only  for  purchase  by  trustees  of  employees' 
savings  plans  as  described  in  section  .'516.5(c). 

2  Under  authority  of  section  25,  73  Stat.  621  (31  U.S.C.  757c-l).  the  President  of  the 
United  States  on  Sept.  22,  1959,  concluded  that  with  respect  to  Series  E  bonds  it  was 
necessary  in  the  national  interest  to  exceed  the  maximum  interest  rate  and  investment  yield 
prescribed  by  section  22  of  the  Second  Liberty  Bond  Act,  as  amended  (31  U.S.C.  757c). 

3  Copies  may  be  obtained  from  any  Federal  Reserve  bank  or  branch,  or  the  Bureau  of  the 
Public  Debt,  Washington,  D.C.  20220,  or  its  Chicago  OfQce,  536  South  Clark  Street, 
Chicago,  111.     60605.     (See  exhibit  7.) 
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Sec.  316.4  Registration. —  (a)  General. — Generally,  only  residents  of  the 
United  States,  its  territories  and  possessions,  the  Commonwealth  of  Puerto  Rico, 
the  Canal  Zone  and  citizens  of  the  United  States  temporarily  residing  abroad  are 
eligible  to  be  named  as  owners  of  Series  E  bonds.  The  bonds  may  be  registered 
in  the  names  of  natural  persons  in  their  own  right  as  provided  in  (b)  of  this 
section,  and  in  the  names  and  titles  or  capacities  of  fiduciaries  and  organizations 
as  provided  in  (c)  of  this  section.  Full  information  regarding  authorized  forms 
of  registration  and  restrictions  with  respect  thereto  will  be  found  in  the  gov- 
erning regulations. 

(b)  Natural  persons  in  their  own  right. — The  bonds  may  be  registered  in  the 
names  of  natural  persons  (whether  adults  or  minors)  in  their  own  right,  in 
single  ownership,   coownership,   and  beneficiary   forms. 

(c)  Others. — The  bonds  may  be  registered  in  single  ownership  form  in  the 
names  of  fiduciaries  and  private  and  public  organizations,  as  follows : 

(1)  Fiduciaries. — In  the  names  of  and  showing  the  titles  or  capacities  of  any 
persons  or  organizations,  public  or  private,  as  fiduciaries  (including  trustees, 
legal  guardians  or  similar  representatives,  and  certain  custodians),  but  not 
where  the  fiduciary  would  hold  the  bonds  merely  or  principally  as  security  for 
the  performance  of  a  duty,  obligation,  or  service. 

(2)  Private  and  public  organizations. — In  the  names  of  private  or  public 
organizations  (including  private  corporations,  partnerships,  and  unincor- 
porated associations,  and  States,  counties,  public  corporations,  and  other  public 
bodies)  in  their  own  right,  but  not  in  the  names  of  commercial  banks.^ 

Sec.  316.5.  Limitations  on  holdings. — The  amount  of  Series  E  bonds  originally 
issued  during  any  one  calendar  year  that  may  be  held  by  any  one  person,  at  any 
one  time,  computed  in  accordance  with  the  governing  regulations,  is  limited,  as 
follows : 

(a)  General  limitation. — $10,000  (face  value)  for  the  calendar  year  1959 
and  each  calendar  year  thereafter. 

(b)  Special  limitation  for  oicners  of  savings  bonds  of  Series  F,  G,  J,  and  K. — 
Owners,  except  commercial  banks  ^  in  their  own  right  (as  distinguished  from 
a  representative  or  fiduciary  capacity),  of  outstanding  bonds  of  Series  F  and  G, 
all  of  which  are  now  matured,  and  bonds  of  Series  J  and  K,  at  or  after  maturity, 
may  purchase  Series  E  bonds  with  the  proceeds  of  redemption  without  regard 
to  the  general  limitation  on  holdings,  under  the  following  restrictions  and 
conditions : 

(1)  The  bonds  must  be  presented  to  a  Federal  Reserve  bank  or  branch,  the 
OflBce  of  the  Treasurer  of  the  United  States,  Securities  Division,  or  the  Bureau 
of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch,  for  the  specific 
purpose  of  taking  advantage  of  this  privilege.  The  Series  E  bonds  will  be 
dated  as  of  the  first  day  of  the  month  in  which  the  bonds  presented  are  received 
by  the  agency. 

(2)  Series  E  bonds  may  be  purchased  with  the  proceeds  of  the  bonds  presented 
only  up  to  the  denominational  amounts  that  the  proceeds  thereof  will  fully 
cover.  Any  difference  between  such  proceeds  and  the  purchase  price  of  the  Series 
E  bonds  will  be  paid  to  the  owner. 

(3)  The  Series  E  bonds  will  be  registered  in  the  name  of  the  owner  in  any 
authorized  form  of  registration,  subject  to  the  restrictions  prescribed  by  the 
governing  regulations. 

(4)  This  privilege  will  continue  until  terminated  by  the  Secretary  of  the 
Treasury. 

(c)  Special  limitation  for  employees'  savings  plans. — $2,000  (face  value) 
multiplied  by  the  highest  number  of  participants  in  an  employees'  savings  plan, 
as  defined  in  (1)  of  this  paragraph,  at  any  time  during  the  year  in  which  the 
bonds  are  issued.^ 

( 1 )  Definition  of  plan  and  conditions  of  eligibility. — 

(i)  The  employees'  savings  plan  must  have  been  established  by  the  employer 
for  the  exclusive  and  irrevocable  benefit  of  his  employees  or  their  beneficiaries. 


1  Commercial  banks,  as  defined  in  section  315.7(d)(2)  of  Department  Circular  No.  530, 
current  revision,  the  governing  regulations,  for  this  purpose  are  those  accepting  demand 
deposits. 

-  Savings  and  vacation  plans  may  be  eligible  for  this  special  limitation.  Questions 
concerning  eligibility  of  such  plans  should  be  addressed  to  the  Bureau  of  the  Public  Debt, 
Division  of  Loans  and  Currency   Branch,   536   South   Clark  Street,  Chicago,  111.   60605. 
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afford  employees  the  means  of  making  regular  savings  from  their  wages  through 
payroll  deductions,  and  provide  for  employer  contributions  to  be  added  to  such 
savings. 

(ii)  The  entire  assets  thereof  must  be  credited  to  the  individual  accounts  of 
participating  employees  and  assets  credited  to  the  account  of  an  employee 
may  be  distributed  only  to  him  or  his  beneficiary,  except  as  otherwise  provided 
herein. 

(iii)  Series  E  bonds  may  be  purchased  only  with  assets  credited  to  the  accounts 
of  participating  employees  and  only  if  the  amount  taken  from  any  account  at  any 
time  for  that  purpose  is  equal  to  the  purchase  price  of  a  bond  or  bonds  in  an 
authorized  denomination  or  denominations,  and  shares  therein  are  credited  to 
the  accounts  of  the  individuals  from  which  the  purchase  price  thereof  was 
derived,  in  amounts  corresponding  with  their  shares.  For  example,  if  $37.50 
credited  to  the  account  of  John  Jones  is  commingled  with  funds  credited  to  the 
accounts  of  other  employees  to  make  a  total  of  $7,500,  with  which  a  Series  E 
bond  in  denomination  of  $10,000  (face  value)  is  purchased  in  January  1965  and 
registered  in  the  name  and  title  of  the  trustee  or  trustees,  the  plan  must  provide, 
in  effect,  that  John  Jones'  account  shall  be  credited  to  show  that  he  is  the 
owner  of  a  Series  E  bond  in  the  denomination  of  $50  (face  value)  bearing  the 
issue  date  of  January  1, 1965. 

(iv)  Each  participating  employee  shall  have  an  irrevocable  right  at  any  time 
to  demand  and  receive  from  the  trustee  or  trustees  all  assets  credited  to  his 
account  or  the  value  thereof,  if  he  so  prefers,  without  regard  to  any  condition 
other  than  the  loss  or  suspension  of  the  privilege  of  participating  further  in  the 
plan,  except  that  a  plan  will  not  be  deemed  to  be  inconsistent  herewith  if  it  limits 
or  modifies  the  exercise  of  any  such  right  by  providing  that  the  employer's  con- 
tribution does  not  vest  absolutely  until  the  employee  shall  have  made  contribu- 
tions under  the  plan  in  each  of  not  more  than  60  calendar  months  succeeding  the 
month  for  which  the  employer's  contribution  is  made. 

(v)  Upon  the  death  of  an  employee,  his  beneficiary  shall  have  the  absolute 
and  unconditional  right  to  demand  and  receive  from  the  trustee  or  trustees  all 
the  assets  credited  to  the  account  of  the  employee,  or  the  value  thereof,  if  he 
so  prefers. 

(vi)  When  settlement  is  made  with  an  employee  or  his  beneficiary  with  re- 
spect to  any  Series  E  bond  registered  in  the  name  and  title  of  the  trustee  or 
trustees  in  "which  the  employee  has  a  share  (see  (ii)  hereof),  the  bond  must  be 
submitted  for  redemption  or  reissue  to  the  extent  of  such  share :  if  an  employee 
or  his  beneficiary  is  to  receive  distribution  in  kind,  bonds  bearing  the  same 
issue  dates  as  those  credited  to  the  employee's  account  will  be  reissued  in  the 
name  of  the  distributee  to  the  extent  to  which  he  is  entitled,  in  authorized 
denominations,  in  any  authorized  form  of  registration,  upon  the  request  and 
certification  of  the  trustee  or  trustees  in  accordance  with  the  regulations 
governing  United  States  savings  bonds. 

(2)  Definitions  of  terms  vsed  in  this  section  and  related  provisions.— 

(i)  The  term  "savings  plan"  includes  any  regulations  issued  under  the  plan 
with  regard  to  Series  E  bonds ;  a  copy  of  the  plan  and  any  such  regulations, 
together  with  a  copy  of  the  trust  agreement  certified  by  a  trustee  to  be  true 
copies,  must  be  submitted  to  the  Federal  Reserve  bank  of  the  district  in  order  to 
establish  the  eligibility  of  the  trustee  or  trustees  to  purchase  bonds  in  excess  of 
the  general  limitation  in  any  calendar  year. 

(ii)  The  term  "assets"  means  all  funds,  including  the  employees'  contributions 
and  employer's  contributions  and  assets  purchased  therewith  as  well  as  accre- 
tions thereto,  such  as  dividends  on  stock,  the  increment  in  value  on  bonds  and 
all  other  income;  but,  notwithstanding  any  other  provision  of  this  section,  the 
right  to  demand  and  receive  "all  assets"  credited  to  the  account  of  an  employee 
shall  not  be  construed  to  require  the  distribution  of  assets  in  kind  when  it  would 
not  be  possible  or  practicable  to  make  such  distribution ;  for  example.  Series  E 
bonds  may  not  be  reissued  in  unauthorized  denominations,  and  fractional  shares 
of  stock  are  not  readily  distributable  in  kind. 

(iii)  The  term  "beneficiary"  means  the  person  or  persons,  if  any,  designated 
by  the  employee  in  accordance  with  the  terms  of  the  plan  to  receive  the  benefits 
of  the  trust  upon  his  death  or  the  estate  of  the  employee,  and  the  term  "distrib- 
utee" means  the  employee  or  his  beneficiary. 
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Sec.  316.6    Purchase  of  bonds. — Series  E  bonds  may  be  purchased,  as  follows: 

( a )  Over-the-counter  for  cash. 

(1)  Bonds  registered  in  names  of  natural  persons  in  their  own  right  only. — 
At  such  incorporated  banks,  trust  companies,  and  other  agencies  as  have  been 
duly  qualified  as  issuing  agents  and  at  selected  United  States  post  offices. 

(2)  Bonds  registered  in  all  authorized  forms. — At  Federal  Reserve  banks  and 
branches  and  at  the  Office  of  the  Treasurer  of  the  United  States,  Securities 
Division,  Washington,  D.C.  20220. 

(b)  On  mail  order. — By  mail  upon  application  to  any  Federal  Reserve  bank 
or  branch  or  to  the  Office  of  the  Treasurer  of  the  United  States,  Securities 
Division,  Washington,  D.C.  20220,  accompanied  by  a  remittance  to  cover  the 
issue  price.  Any  form  of  exchange,  including  personal  checks,  will  be  accepted 
subject  to  collection.  Checks  or  other  forms  of  exchange  should  be  drawn  to 
the  order  of  the  Federal  Reserve  bank  or  the  Treasurer  of  the  United  States, 
as  the  case  may  be.  Checks  payable  by  endorsement  are  not  acceptable.  Any 
depositary  qualified  pursuant  to  the  provisions  of  Treasury  Department  Circu- 
lar No.  92,  current  revision  (31  CFR  203),  will  be  permitted  to  make  payment 
by  credit  for  bonds  applied  for  on  behalf  of  its  customers  up  to  any  amount  for 
which  it  shall  be  qualified  in  excess  of  existing  deposits,  when  so  notified  by 
the  Federal  Reserve  bank  of  its  district. 

(c)  Savings  stamps. — Savings  stamps,  in  authorized  denominations  may  be 
purchased  at  most  post  offices  and  at  such  other  agencies  as  may  be  designated 
from  time  to  time.  The  stamps  may  be  used  to  accumulate  credits  for  the 
purchase  of  Series  E  bonds.  Albums  for  affixing  the  stamps  will  be  available 
without  charge,  and  such  albums  will  be  receivable  by  any  authorized  issuing 
agent  in  the  amount  of  the  affixed  stamps  on  the  purchase  price  of  the  bonds. 

Sec.  316.7.  Delivery  of  bonds  by  mail. — Issuing  agents  are  authorized  to 
deliver  Series  E  bonds  by  mail  at  the  risk  and  expense  of  the  United  States, 
at  the  address  given  by  the  purchaser,  but  only  within  the  United  States,  its 
territories  and  possessions,  the  Commonwealth  of  Puerto  Rico,  and  the  Canal 
Zone.  No  mail  deliveries  elsewhere  will  be  made.  If  purchased  by  citizens  of 
the  United  States  temporarily  residing  abroad,  the  bonds  will  be  delivered  at 
such  address  in  the  United  States  as  the  purchaser  directs. 

Sec.  316.8.  Extended  terms  and  improved  yields  for  outstanding  bonds. — 
(a)  Optional  extension  privileges. 

(1)  General. — The  term  "optional  extension  privilege,"  when  used  herein, 
means  the  privilege  of  retaining  Series  E  bonds  after  maturity  for  a  period, 
known  as  the  "extended  maturity  period,"  or  as  the  "second  extended  maturity 
period,"  and  of  earning  interest  upon  the  maturity  values  or  extended  maturity 
values  thereof,  as  the  case  may  be.^  The  tables  at  the  end  of  this  circular,  which 
are  incorporated  herein,  show  current  redemption  values  and  investment  yields. 
No  special  action  is  retpiired  of  owners  desiring  to  take  advantage  of  any  optional 
extension  privilege.  Merely  by  continuing  to  hold  their  bonds  after  maturity, 
they  will  continue  to  earn  further  interest.  Interest  will  accrue  at  the  end  of 
the  first  half-year  period  following  maturity  or  extended  maturity  and  at  the 
end  of  each  successive  half-year  period  thereafter  until  final  maturity. 

(2)  For  bonds  ivith  issue  dates  of  May  1,  1941,  through  May  1,  19^9. — 
Owners  of  Series  E  bonds  with  issue  dates  of  May  1,  1941,  through  May  1,  1949, 
have  the  option  of  retaining  their  bonds  for  a  second  extended  maturity  period 
of  ten  years. 

(3)  For  bonds  with  issue  dates  of  June  1,  19^9,  through  April  1,  1957. — 
Owners  of  Series  E  bonds  with  issue  dates  of  June  1,  1949,  through  April  1, 
1957,  have  the  option  of  continuing  to  hold  their  bonds  for  an  extended  maturity 
period  of  ten  years. 

(4)  For  bonds  ivith  issue  date  of  May  1,  1951,  or  thereafter. — Owners  of 
Series  E  bonds  with  issue  date  of  May  1,  1957,  or  thereafter  have  the  option  of 
continuing  to  hold  such  bonds  for  an  extended  maturity  period  of  ten  years  at 
rates  of  interest  to  be  determined  prior  to  the  original  maturity  of  such  bonds. 

(b)  Improved  yields. 

(1)  For  bonds  with  issue  dates  of  May  1,  1941,  through  May  1,  1949.— The 
investment  yields  on  outstanding  Series  E  bonds  with  issue  dates  of  May  1, 


^  The  redemption  value  of  any  bond  at  original  maturity  is  the  hase  upon  which  interest 
will  accrue  durinc:  the  extended  maturity  period.  The  redemption  value  of  any  bond  at 
the  end  of  the  extended  maturity  period  is  the  base  upon  which  interest  accrues  during 
the  second  extended  maturity  period. 
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1941,  through  May  1,  1949,  were  increased  for  the  remaining  i)eriod  of  their 
extended  maturity:  (i)  by  not  less  than  six-tenths  of  one  percent  per  annum  on 
bonds  with  issue  dates  of  May  1,  1941,  through  April  1,  1942;  and  (ii)  five- 
tenths  of  one  percent  per  annum  on  bonds  with  issue  dates  of  May  1,  1942, 
through  May  1,  1949,  if  held  to  the  end  of  the  extended  maturity  period,  and 
by  lesser  amounts  if  redeemed  earlier.^  The  improvement  in  investment  yield^^ 
started  on  June  1,  1959,  for  bonds  with  the  issue  months  of  June  or  December 
and  on  the  date  of  the  first  increase  in  redemption  value  after  June  1,  1959, 
for  a  bond  with  any  other  issue  month.  The  resulting  yields  are  in  terms  of 
rate  percent  per  annum,  compounded  semiannually.  See  tables  2  through  19" 
for  current  redemption  values  and  investment  yields. 

(2)  For  bonds  with  issue  dates  of  June  1,  1949,  throuffh  April  1,  1957.^ — 
The  investment  yields  on  outstanding  Series  E  bonds  with  issue  dates  of  June 
1,  1949,  through  April  1,  1957,  were  increased  for  the  extended  maturity  period 
by  approximately  three-fourths  of  one  percent  per  annum,  compounded  semi- 
annually for  bonds  held  at  the  end  of  that  period  and  by  lesser  amounts  if  re- 
deemed earlier.  See  tables  20  through  37  ^  for  current  redemption  values  and 
investment  yields. 

(3)  For  bonds  with  issue  dates  of  Map  1,  1957,  through  May  1,  1959.^ — The 
investment  yields  on  outstanding  Series  E  bonds  with  issue  dates  of  May  1, 
1957,  through  May  1,  1959,  were  increased  beginning  June  1,  1959,  by  five-tenths 
of  one  percent  per  annum  if  held  to  original  maturity  and  by  lesser  amounts  if 
redeemed  earlier.  The  improvement  in  investment  yields  started  on  June  1, 
3959,  for  bonds  with  the  issue  months  of  June  or  December  and  on  the  date  of 
the  first  increase  in  redemption  value  after  June  1,  1959,  for  a  bond  with  any 
other  issue  month.  The  resulting  yields  are  in  terms  of  rate  percent  per  annum, 
compounded  semiannually.  See  tables  38  thi-ough  42^  for  current  redemption 
values  and  investment  yields. 

Sec.  316.9.  Taxation. —  (a)  General. — For  the  purpose  of  determining  taxes 
and  tax  exemptions,  the  increment  in  value  represented  by  the  difference  be- 
tween the  price  paid  for  Series  E  bonds  (which  are  issued  on  a  discount  basis) 
and  the  redemption  value  received  therefor  shall  be  considered  as  interest.  Such 
interest  is  subject  to  all  taxes  imposed  under  the  Internal  Revenue  Code  of 
1954,  The  bonds  are  subject  to  estate,  inheritance,  gift,  or  other  excise  taxes, 
whether  Federal  or  State,  but  are  exempt  from  all  taxation  now  or  hereafter 
imposed  on  the  principal  or  interest  thereof  hy  any  State,  or  any  of  the  posses- 
sions of  the  United  States,  or  by  any  local  taxing  authority. 

(b)  Federal  income  tax  on  Series  E  bonds. — An  owner  of  Series  E  bonds 
who  is  a  cash  basis  taxpayer  and  accordingly  not  required  to  report  the  increase 
in  redemption  value  of  his  bonds  each  year  as  it  accrues  is  required  to  include 
such  amount  in  gross  income  for  Federal  income  tax  purposes  for  the  taxable 
year  of  final  maturity,  actual  redemption,  or  other  disposition,  whichever  is 
earlier.  An  owner  not  reporting  the  increase  in  redemption  value  of  such  bonds 
currently  for  income  tax  purposes  may  elect  in  any  year  prior  to  final  maturity, 
subject  to  the  provisions  of  section  454  of  the  Internal  Revenue  Code  of  1954 
and  the  regulations  prescribed  thereunder,  for  such  year  and  subsequent  years 
to  report  such  income  annually.  An  owner  who  is  required,  or  chooses,  to  report 
the  increase  in  redemption  value  of  his  bonds  each  year  as  it  accrues  must 
continue  to  do  so  so  long  as  he  retains  the  bonds,  unless  in  accordance  with  the 
income  tax  regulations  he  obtains  permission  from  the  Internal  Revenue  Service 
to  change  to  a  different  method  of  reporting  income  from  such  obligations.    In- 


1  The  investment  yields  for  the  full  extended  maturity  period  of  the  bonds  referred  to  in 
section  316.8(a)  (2)  and  (b)(l)  were,  according  to  issue  dates,  as  follows  : 

May  1,  1941,  through  Apr.  1,  1942 2.90 

May  1,  1942,  through  May  1,  1949 3.00 

percent  per  annum,  compounded  semiannually. 

2  See  "Note"  at  end  of  this  exhibit. 

3  The  investment  yields  for  the  full  original  maturity  period  of  bonds  referred  to  in 
section  316.8(b)(2)   and   (3),  were,  according  to  issue  dates,  as  follows: 

Dec.  1,  1949,  through  Apr.  1.  1952 2.  90 

May  1,  1952,  through  Jan.  1,  1957 3.00 

Feb.  1.  1957,  through  May  1,  1959 --—  ^  3.  25 

These  yields  were  increased,  effective  one-half  year  from  the  next  date  after  June  1,  1959, 
on  which  the  redemption  value  increased,  by  not  less  than  six-tenths  of  one  percent  for 
bonds  with  issue  dates  of  Dec.  1,  1949,  through  Apr.  1,  1952,  and  by  flve-tenths  of  one 
percent  for  bonds  with  issue  dates  of  May  1,  1952,  through  May  1,  1959.  All  of  these 
yields  are  in  terms  of  rate  percent  per  annum,  compounded  semiannually. 
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quiry  concerning  further  information  on  Federal  taxes  should  be  addressed  to 
the  district  director,  Internal  Revenue  Service,  of  the  taxpayer's  district,  or  the 
Internal  Revenue  Service,  Washington,  D.C.,  20224. 

Sec.  316.10.  Payment  or  redemption. —  (a)  General. — A  Series  E  bond  may 
be  redeemed  in  accordance  with  its  terms  at  the  appropriate  redemption  value 
as  shown  in  the  applicable  tables  hereof  for  bonds  bearing  various  issue  dates 
back  to  May  1,  1941.  The  redemption  values  of  bonds  in  the  denomination  of 
$100,000^  (which  was  authorized  as  of  January  1,  1954)  are  not  shown  in  the 
tables.  However,  the  redemption  values  of  bonds  in  that  denomination  will 
be  equal  to  the  total  redemption  values  of  ten  $10,000  bonds  bearing  the  same 
issue  dates.  A  Series  E  bond  in  a  denomination  higher  than  $25  (face  value) 
may  be  redeemed  in  part  but  only  in  the  amount  of  an  authorized  denomination 
or  multiple  thereof. 

(b)  Federal  Reserve  banks  and  branches  and.  Treasurer  of  the  United 
States. — Owmers  of  Series  E  bonds  may  obtain  payment  upon  presentation  and 
surrender  of  the  bonds  to  a  Federal  Reserve  bank  or  brancli  or  to  the  Office  of  the 
Treasurer  of  the  United  States,  Securities  Division,  Washington,  D.C.,  20220, 
with  the  requests  for  payment  on  the  bonds  duly  executed  and  certified  in  ac- 
cordance with  the  governing  regulations. 

(c)  Incorporated'  banks,  trust  companies,  and  other  financial  institutions. — 
An  individual  (natui-al  person)  whose  name  is  inscribed  on  a  Series  E  bond 
either  as  owner  or  coowner  in  his  own  right  may  also  present  such  bond  to  any 
incorporated  bank  or  trust  company  or  other  financial  institution  which  is 
qualified  as  a  paying  agent  under  Department  Circular  No.  750,  current  revision 
(31  CFR  321).  If  such  bond  is  in  order  for  payment  by  the  paying  agent,  the 
owner  or  coowner,  upon  establishing  his  identity  to  the  satisfaction  of  the  agent 
and  upon  signing  the  request  for  payment  and  adding  his  home  or  business 
address,  may  receive  immediate  payment  of  the  current  redemption  value. 

Sec.  316.11.  Reservation  as  to  issue  of  bonds. — The  Secretary  of  the  Treasury 
reserves  the  right  to  reject  any  application  for  Series  E  bonds,  in  whole  or  in 
I)art,  and  to  refuse  to  issue  or  permit  to  be  issued  hereunder  any  such  bonds 
in  any  case  or  any  class  or  classes  of  cases  if  he  deems  such  action  to  be  in 
the  public  interest,  and  his  action  in  any  such  respect  shall  be  final. 

Sec.  316.12.  Preservation  of  rights. — Nothing  contained  herein  shall  limit  or 
restrict  rights  which  owners  of  Series  E  bonds  heretofore  issued  have  acquired 
under  offers  previously  in  force. 

Sec.  316.13.  Fiscal  agents. — Federal  Reserve  banks  and  branches,  as  fiscal 
agents  of  the  United  States,  are  authorized  to  perform  such  services  as  may  be 
requested  of  them  by  the  Secretary  of  the  Treasury  in  connection  vpith  the  issue, 
delivery,  redemption,  and  payment  of  Series  E  bonds. 

Sec.  316.14.  Reservations  as  to  terms  of  offer. — The  Secretary  of  the  Treasury 
may  at  any  time  or  from  time  to  time  supplement  or  amend  the  terms  of  this 
offering  of  bonds  (31  CFR  316),  or  of  any  amendments  or  supplements  thereto. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary  of  the  Treasury. 


1  The  $100,000  denomination  is  only  available  for  purchase  by  trustees  of  employees' 
savings  plans  as  described  in  section  316.5(c). 
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Exhibit  9.— Fifth  amendment,  December  23,  1964,  of  Department  Circular  No. 
750,  regulations  governing  payments  by  banks  and  other  financial  institutions 
in  connection  with  the  redemption  of  United  States  savings  bonds 

Treasury  Department, 
Washington,  December  22,  1964. 

Subsection  (a)  of  section  321.4  Department  Circular  No.  750,  Revised,  dated 
June  30,  rJ45,  as  amended  and  supplemented  (31  CFR,  Part  321),  is  hereby 
further  amended  as  follows  : 

Sec.  321.4.  Meaning  of  terms  in  this  circular  *  *  * 

(a)  "Paying  agent (s)"  or  "agent (s)"  shall  mean  (1)  any  eligible  financial 
institution  duly  qualified  pursuant  to  the  provisions  of  this  circular  (31  CFR 
321)  to  make  payments  in  conni-ction  with  the  redemption  and  redemption- 
exchange  of  the  United  States  savings  bonds  hereinafter  specified,  including 
branches  of  such  institutions  located  within  the  United  States,  its  territories 
and  possessions,  the  Commonwealth  of  Puerto  Rico  and  the  Canal  Zone,  and 
(2)  banking  facilities  of  such  institulious  established  at  Armed  Forces  installa- 
tions and  other  places  with  the  specific  approval  of  the  Treasury  Department. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary  of  the  Treasury. 


Exhibit  10. — Third  revision,  December  23,  1964,  of  Department  Circular  No.  905, 
offering  of  United  States  savings  bonds.  Series  H 

Treasury  Department, 
Washington,  December  23,  1964. 

Department  Circular  No.  905,  Second  Revision,  dated  September  23,  1959, 
as  amended  (31  CFR  332),  is  hereby  further  amended  and  issued  as  the  Third 
Revision.^ 

Authority:  Sees.  332.1  to  332.14  issued  under  authority  of  sections  22  and 
25  of  the  Second  Liberty  Bond  Act,  as  amended,  49  Stat.  21,  as  amended,  and 
73  Stat.  621  (31  U.S.C.  757c,  757c-l). 

Sec.  332.1.  Offering  of  bonds. — The  Secretary  of  the  Treasury  offers  for  sale 
to  the  people  of  the  United  States,  United  States  savings  bond  of  Series  H, 
hereinafter  generally  referred  to  as  Series  H  bonds.  These  bonds  are  sub- 
stantially a  continuation  of  the  Series  H  bonds  heretofore  available.  This 
offering  of  bonds  will  continue  until  terminated  by  the  Secretary  of  the 
Treasury. 

Sec.  332.2.  Description  of  bonds  currently  offered. —  (a)  General. — Series  H 
bonds  bear  a  facsimile  of  the  signature  of  the  Secretary  of  the  Treasury  and 
of  the  Seal  of  the  Treasury  Department.  The  bonds  are  issued  only  in  reg- 
istered form  and  are  nontransferable. 

(b)  Denominations  and  prices. — Series  H  bonds  are  issued  at  par  and  are 
available  in  denominations  of  $500,  $1,000,  $5,000,  and  $10,000. 

(c)  Inscription  and  issue. — At  the  time  of  issue  the  issuing  agent  will  (1) 
inscribe  on  the  face  of  each  Series  H  bond  the  name,  taxpayer  identifying 
number,"  and  address  of  the  owner,  and  the  name  of  the  beneficiary,  if  any,  or 
the  names  of  the  coowners,  the  taxpayer  identifying  number  of  one  coowner," 
and  the  address  of  one  coowner,  (2)  enter  in  the  upper  right-hand  portion  of 
the  bond  the  issue  date,  and  (3)  imprint  the  agent's  dating  stamp  in  the  lower 
right-hand  portion  to  show  the  date  the  bond  is  actually  inscribed.  A  Series  H 
bond  shall  be  valid  ouly  if  an  authorized  issuing  agent  receives  payment  therefor 
and  duly  inscribes,  dates,  stamps,  and  makes  delivery  of  the  bond  in  accordance 
with  the  purchaser's  instructions. 


1  The  basic  terms  of  the  bonds  offered  under  the  Second  Revision  have  not  been  changed. 
The  material  in  the  Second  Revision  and  its  four  amendments  has  been  reorganized  and 
edited  in  connection  with  the  publication  of  the  1965  edition  of  Title  31  of  the  Code  of 
Federal  Regulations. 

-The  number  required  to  be  used  on  tax  returns  and  other  documents  submitted  to  the 
Internal  Revenue  Service  (an  individual's  social  security  account  number  or  employer  iden- 
tification number).  If  the  coowners  are  husband  and  wife,  the  husband's  number  should 
be  furnished.  If  the  coowners  are  a  minor  and  an  adult,  the  adult's  number  should  be 
furnished. 
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(d)  Terms. — A  Series  H  bond  will  be  dated  as  of  the  first  day  of  the  month 
in  which  payment  therefor  is  received  by  an  agent  authorized  to  issue  such 
bonds.  This  date  is  the  issue  date  and  the  bond  will  mature  and  be  payable  ten 
years  from  such  issue  date.  The  bond  may  not  be  called  for  redemption  by 
the  Secretary  of  the  Treasury  prior  to  maturity,  but  may  be  redeemed,  AT 
PAH  after  six  months  from  issue  date,  at  the  owner's  option,  but  only  upon 
one  calendar  month's  notice  as  provided  in  sec.  332.10. 

(e)  Interest  {investment  yield). — The  interest  on  a  Series  H  bond  will  be 
paid  semiannually  by  check  drawn  to  the  order  of  the  registered  owner  or  co- 
owners,  beginning  six  months  from  issue  date.  Interest  payments  will  be  on 
a  graduated  scale,  fixed  to  afford  an  investment  yield  of  approximately  3.75 
percent  per  annum,  compounded  semiannually  if  the  bond  is  held  to  maturity : ' 
but  the  yield  will  be  less  if  the  bond  is  redeemed  prior  to  maturity.  (See 
table  I  of  the  tables  at  the  end  of  this  circular,  which  are  incorporated  herein.) 
Interest  will  cease  at  maturity,  or  in  the  case  of  redemption  before  maturity,  at 
the  end  of  the  interest  period  next  preceding  the  date  of  redemption,  except 
that  if  the  date  of  redemption  falls  on  an  interest  payment  date,  interest  will 
cease  on  that  date. 

Sec.  332.3.  Governing  regulations. — Series  H  bonds  are  subject  to  the  regu- 
lations of  the  Treasury  Department,  now  or  hereafter  prescribed,  governing 
United  States  savinns  bonds,  contained  in  Department  Circular  No.  530,  current 
revision  (31  CFR315).^ 

Sec.  332.4.  Registration. —  (a)  General. — Generally,  only  residents  of  the 
United  States,  its  territories  and  possessions,  the  Commonwealth  of  Puerto 
Rico,  the  Canal  Zone  and  citizens  of  the  United  States  temporarily  residing 
abroad  are  eligible  to  be  named  as  owners  of  Series  H  bonds.  The  bonds  may 
be  registered  in  the  names  of  natural  persons  in  their  own  right  as  provided  in 
(b)  of  this  section,  and  in  the  names  and  titles  or  capacities  of  fiduciaries  and 
organizations  as  provided  in  (c)  of  this  section.  Full  information  regarding 
authorized  forms  of  registration  and  restrictions  with  respect  thereto  will  be 
found  in  the  governing  regulations. 

(b)  Natural  persons  in  their  own  right. — The  bonds  may  be  registered  in 
the  names  of  natural  persons  (whether  adults  or  minors)  in  their  own  right,  in 
single  ownership,  coownership,  and  beneficiary  forms. 

(c)  Otliers. — The  bonds  may  be  registered  in  single  ownership  form  in  the 
names  of  fiduciaries  and  private  and  public  organizations,  as  follows : 

(1)  Fiduciaries. — In  the  names  of  and  showing  the  titles  or  capacities  of  any 
persons  or  organizations,  public  or  private,  as  fiduciaries  (including  trustees,  legal 
guardians  or  similar  representatives,  and  certain  custodians)  but  not  where  the 
fiduciary  would  hold  the  bonds  merely  or  principally  as  security  for  the  per- 
formance of  a  duty,  obligation,  or  service. 

(2)  Private  and  public  organizations. — In  the  names  of  private  or  public 
organizations  (including  private  corporations,  partnerships,  and  unincorporated 
associations,  and  States,  comities,  public  corporations,  and  other  jniblic  bodies), 
in  their  own  right,  but  not  in  the  names  of  commercial  banks.^ 

Sec.  332.5.  Limitations  on  holdings. — The  amount  of  Series  H  bonds  originally 
issued  during  any  one  calendar  year  that  may  be  held  by  any  one  person  at  any 
one  time,  computed  in  accordance  with  the  governing  regulations,  is  limited,  as 
follows : 

(a)  General  limitation. — $20,000  (face  value)  for  the  calendar  year  1962  and 
each  calendar  year  thereafter. 

(b)  Special  limitation  for  owners  of  savings  bonds  of  Series  F,  G,  J,  and  K. — 
Owners,  except  commercial  banks '^  in  their  own  right  (as  distinguished  from 
a  representative  or  fiduciary  capacity),  of  outstanding  bonds  of  Series  F  and  G, 


1  Under  authority  of  section  25,  73  Stat.  621  (31  U.S.C.  757c-l),  the  President  of  the 
United  States  on  Sept.  22,  1959,  concluded  that  with  respect  to  Series  H  bonds  it  was 
necessary  in  the  national  interest  to  exceed  the  maximum  interest  rate  and  investment 
yield  prescribed  by  section  22  of  the  Second  Liberty  Bond  Act,  as  amended  (31  U.S.C. 
757c). 

2  Copies  mav  be  obtained  on  application  to  anv  Federal  Reserve  bank  or  branch  or  the 
Bureau  of  the  Public  Debt,  Washington,  D.C.,  20220.  or  its  Chicago  Office,  536  South  Clark 
Street,  Chicago,  111.,  60605.      (See  exhibit  7.) 

3  Commercial  banks  as  defined  in  section  315.7(d)  (2)  of  Department  Circular  No.  530, 
current  re\'ision,  the  governing  regulations,  for  this  purpose  are  those  accepting  demand 
deposits. 
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all  of  which  are  now  matured,  and  bonds  of  Series  J  and  K,  at  or  after  maturity 
may  apply  the  proceeds  of  such  bonds  to  the  purchase  of  Series  H  bonds  without 
regard  to  the  general  limitation  on  holdings,  under  the  following  restrictions  and 
conditions : 

(1)  The  bonds  must  be  presented  to  a  Federal  Reserve  bank  or  branch,  the 
Office  of  the  Treasurer  of  the  United  States,  Securities  Division,  or  the  Bureau 
of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch,  for  the  specific  pur- 
pose of  taking  advantage  of  this  privilege.  The  Series  H  bonds  will  be  dated 
as  of  the  first  day  of  the  month  in  which  the  bonds  presented  are  received  by  the 
issuing  agent. 

(2)  Series  H  bonds  may  be  purchased  with  the  proceeds  of  the  bonds  presented 
only  up  to  the  denominational  amounts  that  the  proceeds  thereof  will  fully  cover. 
Any  difference  between  such  proceeds  and  the  purchase  price  of  the  Series  H 
bonds  will  be  paid  to  the  owner. 

(3)  The  Series  H  bonds  will  be  registered  in  the  name  of  the  owner  in  any 
authorized  form  of  registration  subject  to  the  restrictions  prescribed  by  the 
governing    regulations. 

(4)  This  privilege  will  continue  until  terminated  by  the  Secretary  of  the 
Treasury. 

(c)  Exchanges  pursuant  to  Department  Circular  No.  1036,  as  amended. — Series 
H  bonds  issued  in  exchange  for  bonds  of  Series  E,  Series  F,  or  Series  J  under 
the  provisions  of  Department  Circular  No.  1036,  as  amended  (31  CFR  339),  are 
exempt  from  the  annual  limitation. 

Sec.  332.6  Purchase  of  bonds. —  (a)  Agents. — Only  the  Federal  Reserve  banks 
and  branches  and  the  Treasury  Department  are  authorized  to  act  as  official 
issuing  agents  for  the  sale  of  Series  H  bonds.  However,  commercial  banks  and 
trust  companies  may  forward  applications  for  purchase  of  the  bonds.  The  date 
of  receipt  of  the  application  and  payment  to  an  issuing  agent  will  govern  the 
issue  date  of  the  bonds  purchased. 

(b)  Application  for  purchase  and  remittance. — The  applicant  for  purchase  of 
Series  H  bonds  should  furnish  (1)  instructions  for  registration  of  the  bonds  to 
be  issued,  which  must  be  in  an  authorized  form,  (2)  the  appropriate  taxpayer 
identifying  number  or  numbers,^  (3)  the  post  office  address  of  the  owner  or  a 
coowner  (preferably  the  first-named),  (4)  the  address  for  delivery  of  the  bonds, 
and  (5)  the  address  for  mailing  checks  in  payment  of  interest.  The  application 
should  be  forwarded  to  a  Federal  Reserve  bank  or  branch  or  the  Office  of  the 
Treasurer  of  the  United  States,  Securities  Division,  Washington,  D.C.,  20220, 
accompanied  by  a  remittance  to  cover  the  purchase  price.  Any  form  of  exchange 
including  personal  checks  will  be  accepted  subject  to  collection.  Checks  or  other 
forms  of  exchange  should  be  drawn  to  the  order  of  the  Federal  Reserve  bank  or 
Treasurer  of  the  United  States,  as  the  case  may  be.  Checks  payable  by  endorse- 
ment are  not  acceptable.  Any  depositary  qualified  pursuant  to  Treasury  Depart- 
ment Circular  No.  92,  current  revision  (31  CFR  203),  will  be  permitted  to  make 
payment  by  credit  for  bonds  applied  for  on  behalf  of  its  customers  up  to  any 
amount  for  which  it  shall  be  qualified  in  excess  of  existing  deposits,  when  so 
notified  by  the  Federal  Reserve  bank  of  its  district. 

Sec.  3.32.7.  Delivery  of  bondx. — Authorized  issuing  agents  will  deliver  the 
Series  H  bonds  either  in  person,  or  by  mail  at  the  risk  and  expense  of  the  United 
States  at  the  address  given  by  the  purchaser,  but  only  within  the  United  States, 
its  territories  and  possessions,  the  Commonwealth  of  Puerto  Rico,  and  the  Canal 
Zone.  No  mail  deliveries  elsewhere  will  be  made.  If  purchased  by  citizens  of 
the  United  States  temporarily  residing  abroad,  the  bonds  will  be  delivered  at 
such  address  in  the  United  States  as  the  purchaser  directs. 

Sec.  332.8.  Improved  yield  and  extension  of  term  for  outstanding  bonds. —  (a) 
Improved  yield  to  maturity  for  outstanding  bonds  icith  issue  dates  of  June  1, 
1952,  through  May  1,  1959. — The  investment  yields  on  all  outstanding  Series  H 
bonds  with  issue  dates  prior  to  June  1,  1959,  were  increased,  beginning  on  and 
after  June  1,  1959,  as  described  below,  for  the  remaining  period  to  maturity. 


1  The  number  required  to  be  used  on  tax  returns  and  other  documents  submitted  to  the 
Internal  Revenue  Service  (an  individual's  social  security  account  number  or  employer 
identification  number).  If  the  coowners  are  husband  and  wife,  the  husband's  number 
should  hf  furnished.  If  the  coowners  are  a  minor  and  an  adult,  the  adult's  number  should 
be  furnished. 
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by  not  less  than  one-half  of  one  percent,  and  by  lesser  amounts  if  redeemed 
earlier.^  The  resulting  yields  are  in  terms  of  rate  percent  per  annum,  com- 
pounded semiannually.  See  Tables  2  through  16^  for  current  schedules  of  in- 
terest payments  and  investment  yields.  This  increase  became  effective  beginning 
with  interest  payments  due  December  1,  1959,  for  bonds  with  the  issue  month 
of  June  or  December  of  any  year  prior  to  1950,  and  for  all  other  bonds  on  the 
next  interest  payment  date  after  December  1,  1959. 

(b)  Extended  maturity  period  for  'bonds  with  issue  dates  of  June  1,  1952, 
through  January  1,  1957. — Owners  of  Series  H  bonds  with  these  issue  dates  have 
the  option  of  continuing  to  hold  such  bonds  for  an  extended  maturity  period  of 
ten  years  with  an  investment  yield  of  approximately  3.75  percent  payable  semi- 
annually. Bonds  held  after  maturity  will  earn  further  interest  which  will 
accrue  and  be  paid  semiannually  by  check  drawn  to  the  order  of  the  owner  or 
coowners  beginning  six  mouths  from  the  original  maturity  dates.  Interest 
payments  will  be  made  in  the  amounts  shown  in  Tables  2  through  11." 

Sec.  332.9  Taxation. — The  income  derived  from  Series  H  bonds  is  subject  to  all 
taxes  imposed  under  the  Internal  Revenue  Code  of  1954.  The  bonds  are  subject 
to  estate,  inheritance,  gift,  or  other  excise  taxes,  whether  Federal  or  State,  but 
are  exempt  from  all  taxation  now  or  hereafter  imposed  on  the  principal  or 
interest  thereof  by  any  State,  by  any  of  the  possessions  of  the  United  States  or 
by  any  local  taxing  authority. 

Sec.  332.10.  Payment  or  redemption. —  (a)  Prior  to  maturity. — Prior  to  ma- 
turity a  Series  H  bond  will  be  redeemed  AT  PAR,  in  whole  or  in  part,  in  the 
amount  of  an  authorized  denomination  or  multiple  thereof,  at  the  option  of  the 
owner,  after  six  months  from  the  issue  date  upon  one  calendar  month's  notice 
to  (1)  a  Federal  Reserve  bank  or  branch,  (2)  the  Office  of  the  Treasurer  of  the 
United  States,  Securities  Division,  Washington,  D.C.,  20220,  or  (3)  the  Bureau 
of  the  Public  Debt,  Division  of  Loans  and  Currency  Branch,  536  South  Clark 
Street,  Chicago,  111.,  60605.  Such  notice  may  be  given  separately,  in  writing,  or  by 
presenting  and  surrendering  the  bond  with  a  duly  executed  request  for  payment. 
If  notice  is  given  separately,  the  bond  must  be  presented  with  a  duly  executed 
request  for  payment  to  the  same  agent  not  less  than  twenty  days  before  the 
redemption  date  fixed  by  the  notice.  Payment  will  be  made  as  of  the  first  day 
of  the  first  month  following  by  at  least  one  full  calendar  month  the  date  of  the 
receipt  of  notice. 

(b)  At  maturity. — Upon  maturity  a  Series  H  bond  will  be  redeemed  at  par 
upon  presentation  of  the  bond  with  a  duly  executed  request  for  payment  to  one 
of  the  agents  designated  in  (a)  of  this  section.  Any  Series  H  bond  having  an 
extended  maturity  period  will  be  redeemed  at  par  upon  original  maturity  and 
for  two  calendar  months  following  the  month  in  which  the  bond  originally  ma- 
tures without  advance  notice.^ 

(c)  During  extended  maturity  period. — A  Series  H  bond  having  an  extended 
maturity  period  will,  beginning  with  the  first  day  of  the  third  calendar  month 
following  the  calendar  month  in  which  the  bond  originally  matures,  be  regarded 
as  unmatured  until  it  reaches  its  final  maturity  date  and  may  be  redeemed  in 
the  same  manner  and  subject  to  the  same  notice  for  redemption  as  provided  in 
(a)  of  this  section. 

Sec.  332.11.  Reservation  as  to  issue  of  bonds. — The  Secretary  of  the  Treasury 
reserves  the  right  to  reject  any  application  for  Series  H  bonds,  in  whole  or  in 
part,  and  to  refuse  to  issue  or  permit  to  be  issued  hereunder  any  such  bonds  in 
any  case  or  any  class  or  classes  of  cases  if  he  deems  such  action  to  be  in  the 
public  interest,  and  his  action  in  any  such  respect  shall  be  final. 

Sec.  332.12.  Preservation  of  rights.— 'Nothing  contained  herein  shall  limit  or 
restrict  rights  which  owners  of  Series  H  bonds  heretofore  issued  have  acquired 
under  offers  previously  in  force. 


1  The  investment  yield  to  maturity  heretofore  prescriberl  for  the  bonds  referred  to  in 
section   332. S(a)    were    (according  to   issue   dates),    as  follows: 

June  1,  1952,  through  Jan.  1,  1957 3.00 

Feb.  1,  1957,  through  May  1,   1959 3.  25 

percent  per  annum  compounded  semiannually. 

2  See  "Note"  at  end  of  this  exhibit. 

3  For  example,  if  a  bond  is  dated  June  1,  1955,  the  date  of  original  maturity  is  Feb.  1, 
1965.  The  date  on  which  the  right  to  payment  without  advance  notice  will  be  suspended 
is  May  1,  1965. 
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Sec.  332.13.  Fiscal  agents. — Federal  Reserve  banks  and  branches,  as  fiscal 
agents  of  the  United  States,  are  authorized  to  perform  such  services  as  may  be 
requested  of  them  by  the  Secretary  of  the  Treasury  in  connection  with  the  issue, 
delivery,  redemption  and  payment  of  Series  H  bonds. 

Sec.  332.14.  Reservation  as  to  terms  of  offer. — The  Secretary  of  the  Tx*easury 
may  at  any  time  or  from  time  to  time  supplement  or  amend  the  terms  of  this 
offering  of  bonds  (31  CFR  332),  or  of  any  amendments  or  supplements  thereto. 

John  K.  Carlock, 
Fiscal  Assistant  Secretary  of  flic  Treasury. 

TABLES  OF  CHECKS  ISSUED  AND  INVESTMENT  YIELDS  FOR  UNITED  STATES 

SAVINGS  BONDS  OF  SERIES  H 

Each  table  shows:  (1)  Amounts  of  interest  checks  paid  on  United  States  savings  bonds  of  Series  H  bearing 
issue  dates  covered  by  the  table,  by  denominations,  on  each  interest  payment  date  (a)  following  the  date  of 
issue  for  bonds  bearing  issue  dates  beginning  Dec.  1,  1954;  (b)  following  original  maturity  date  for  bonds 
bearing  issue  dates  of  June  1,  1952,  through  Nov.  1.  1954  (for  the  latest  revised  amounts  of  interest  checks  and 
investment  yields  during  the  original  maturity  period  not  shown  in  these  tables,  see  Department  Circular 
905,  Second  Revision,  dated  Sept.  23, 1959);  (2)  the  approximate  investment  yield  on  the  face  value  from  issue 
date  to  each  interest  payment  date;  and  (3)  the  approximate  investment  yield  on  the  face  value  from  each 
interest  payment  date  to  maturity.  Yields  are  expressed  in  terms  of  rate  percent  per  annum,  compounded 
semiannually. 

Table  I. — Bonds  bearing  issue  dates,  beginning  June  1,  1959 


[Issue  price... 

Face  value-^  Redemption  '  and  matu- 
l    rity  value 


Period  of  time  bond  is  held  after  issue 
date 


$500 


$1, 000 


$5, 000 


500     1,000     5,000    10,000 


$10,  000 


(1)  Amounts  of  interest  checks  for  each 
denomination 


Approximate  invest- 
ment yield  on  face  value  2 


(2)  From 

issue  date 

to  each 

interest 

payment 

date 


(3)  From 
each  inter- 
est pay- 
ment date 
to  ma- 
turity 3 


J^year 

1  year. 

11^  j'ears 

2  years 

2J^  years 

3  years 

3K  years 

4  years 

4H  years 

5  years 

5^i  years 

6  years 

6}-^  years 

7  years 

73^  years 

8  years 

&li  years 

9  years 

91^  years 

10  years  (maturity) 


$4.00 

$8.00 

$40.  00 

7.25 

14.50 

72.50 

8.00 

16.00 

80.00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100. 00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

10.00 

20.00 

100.  00 

$80.  00 
145.  00 
1(30.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 
200.  00 


Percent 
1.60 
2.25 
2.56 
2.91 
3.12 
3.26 
3.36 
3.44 
3.49 
3.54 
3.58 
3.61 
3.64 
3.66 
3.68 
3.70 
3.71 
3.72 
3.74 
3.75 


Percent 
3.88 
3.95 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 
4.00 


1  At  all  times,  except  that  bond  is  not  redeemable  during  first  6  months. 

2  Calculated  on  the  basis  of  $1,000  bond. 

3  Approximate  investment  yield  for  entire  period  from  issuance  to  maturity  is  3.75  percent  per  annum. 

Note. — The  other  tables  are  not  reproduced  in  this  exhibit  as  the  amounts  of 
interest  checks  and  approximate  investment  yields  shown  in  those  tables  are  the 
same  as  those  published  in  previous  annual  reports  as  follows :  tables  2-11 
cover  bonds  bearing  issue  dates  from  June  1,  1952,  through  January  1,  1957, 
and  appear  as  tables  I-X,  respectively,  on  pages  260-269  of  the  1962  annual 
report :  and  tables  12-16  cover  bonds  bearing  issue  dates  from  February  1,  1957, 
through  May  1,  1959,  which  appear  on  pages  270-274  of  the  1960  annual  report. 
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Legislation 

Exhibit  11. — An  act  to  provide  for  a  temporary  increase  in  the  public  debt 
limit  set  forth  in  section  21  of  the  Second  Liberty  Bond  Act 

[Public  Law  89-49,  89th  Congress,  H.R.  8464,  June  24,  1965] 
Be  it  enacted,  ty  the  Senate  and  House  of  Representatives  of      Public  debt 

tlie  United,  States  of  America  in  Congress  asseniMed,  That,  dur-      Temporary    in- 

ing  the  period  beginning  on  July  1,  1965,  and  ending  on  June  30,      crease. 

1966,  the  public  debt  limit  set  forth  in  the  first  sentence  of  sec-       '^8  Stat.  225. 

tion  21  of  the  Second  Liberty  Bond  Act,  as  amended  (31  U.S.C. 

757b),  shall  be  temporarily  increased  to  $328,000,000,000. 
Approved  June  24, 1965. 

Financial  Policy 

Exhibit  12. — Statement  by  Secretary  of  the  Treasury  Dillon,  February  22,  1965, 

before  the  Joint  Economic  Committee 

We  meet  after  a  year  of  substantial  progress  and  accomplishment.  But  we 
have  no  cause  for  complacency. 

At  home  too  many  of  our  workers — particularly  younger  people  just  entering 
their  productive  years  and  those  who  suffer  from  inexperience,  lack  of  education, 
and  racial  prejudice — are  without  jobs.  As  we  enter  the  fifth  consecutive  year 
of  economic  advance,  we  must  be  alert  both  to  the  dangers  of  price  pressures 
and  of  any  flagging  in  the  forces  of  expansion. 

At  the  same  time,  our  balance  of  payments  has  not  shown  the  improvement 
we  must  have.  Further  action,  as  outlined  by  President  Johnson  in  his  Message 
on  the  Balance  of  Payments,  is  essential  to  the  continued  strength  of  the  dollar. 
And,  on  that  solid  foundation,  we  must  press  forward,  in  cooperation  with  our 
friends  and  trading  partners,  with  our  effort  to  assure  the  capacity  of  the  inter- 
national monetary  system  over  the  years  ahead  to  provide  the  reserves  and  credit 
facilities  needed  to  support  the  vigorous  and  balanced  growth  of  the  free  world 
economy. 

Fiscal  policy  and  a  progressive  economy 

Maintenance  of  a  healthy  rate  of  domestic  economic  expansion,  free  from  infla- 
tion, will  continue  to  require  the  coordinated  use  of  the  tools  of  fiscal,  monetary, 
and  debt  management  policy.  But,  within  that  framework,  fiscal  policy,  and 
particularly  tax  policy,  has  unquestionably  come  to  assume  a  more  crucial  role 
than  ever  before  in  sustaining  our  forward  momentum  and  carrying  out  the 
mandate  of  the  Employment  Act  of  1946. 

The  first  important  steps  to  spur  more  rapid  growth  through  tax  policy  were 
taken  in  1962.  The  Revenue  Act  of  1962,  you  will  recall,  provided  for  a  tax 
credit  of  7  percent  on  new  investment  in  machinery  and  equipment,  and  in  the 
same  year  the  Treasury  reformed  and  liberalized  the  tax  treatment  of  deprecia- 
tion, bringing  up  to  date  badly  outmoded  procedures  that  served  as  a  drag  on 
new  investment.  Coupled  with  the  two-stage  reduction  in  the  corporate  tax  rate 
contained  in  the  Revenue  Act  of  1964,  these  measures  provided  a  powerful  stim- 
ulus to  business  investment  in  plant  and  equipment,  increasing  the  profitability 
of  a  typical  investment  in  new  equipment  by  more  than  30  percent. 

Just  last  week  we  improved  and  liberalized  the  reserve  ratio  test  procedures 
that  accompanied  the  1962  liberalization  of  depreciation.  This  action  was  taken 
after  extensive  studies.  It  will  make  certain  that  businesses  which  truly  wish 
to  adapt  their  replacement  practices  to  the  new  shorter  lives  announced  in  1962 
can  obtain  the  full  tax  benefits  of  the  1962  guidelines.  For  1965  it  will  mean 
that  additional  taxes  will  amount  to  a  maximum  of  $100  million  rather  than  the 
$800  million  that  would  have  been  the  case  under  the  original  1962  reserve  ratio 
test  procedures. 

The  response  of  private  investment  to  tax  incentives  and  to  expanding  sales 
and  profits  has  been  remarkable  indeed.  Producers'  outlays  on  durable  equip- 
ment, after  correction  for  price  change,  amounted  to  $26  billion  in  1961.  as  com- 
pared to  $26.6  billion  in  1952.  But  in  the  three  years  since  1961,  those  same 
outlays,  again  corrected  for  price  change,  have  risen  to  $35,1  billion,  an  increase 
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of  over  one-third  in  the  space  of  only  three  years.  Yet,  the  expansion  of  invest- 
ment has  been  closely  geared  to  requirements  for  new  productive  capacity  and 
no  unsustainable  capital  goods  boom  on  the  1956-57  model  has  been  allowed 
to  develop. 

Along  with  the  invigoration  of  private  investment  that  is  so  basic  for  long-run 
growth,  the  individual  tax  reduction  of  1964,  as  it  becomes  fully  effective,  is 
releasing  $11  billion  of  consumer  purchasing  power  at  1965  levels  of  income. 
The  size,  composition,  and  timing  of  last  year's  tax  cut  were  carefully  planned, 
and  the  results  were  almost  exactly  as  predicted  in  the  1964  Economic  Report 
of  the  President. 

A  year  ago  that  report  projected  a  gross  national  product  of  $623  billion  as 
the  midpoint  within  a  $10  billion  range.  The  actual  result  is  now  estimated  at 
.$622.6  billion.  A  year  ago  the  report  estimated  that  with  tax  reduction  the  unem- 
ployment rate  could  be  expected  to  fall  to  approximately  5  percent  at  the  end  of 
the  year,  as  it  actually  did,  before  falling  even  further  to  4.8  percent  in  January. 
The  behavior  of  personal  income,  corporate  profits,  and  other  measures  was  also 
in  line  with  our  expectations. 

The  tax  reduction  enacted  last  year  continues  to  spur  consumer  and  business 
spending,  although  the  large  initial  thrust  is  now  behind  us.  Later  this  year 
we  will  further  improve  the  tax  system,  encourage  price  declines,  and  give  the 
economy  another  measured  and  timely  stimulus  through  the  reduction  and  elimi- 
nation of  some  of  our  excise  taxes.  The  President's  budget  provides  for  excise 
tax  reductions  effective  on  July  1  that  will  total  $1.75  billion  a  year  when  fully 
effective.  The  President  will  spell  out  the  details  of  this  program  in  ample  time 
to  permit  consideration  by  the  Congress  before  midyear. 

Over  the  past  four  years,  as  this  record  suggests,  we  have  come  to  a  far 
greater  appreciation  of  how  fiscal  and  tax  policy  can  help  achieve  our  economic 
goals.  But  much  remains  to  be  done  before  we  can  be  satisfied  that  this  policy 
tool  can  be  used  with  the  flexibility  that  is  essential  should  recessionary  tend- 
encies gather  force. 

To  meet  that  need,  the  President  has  urged  that  the  Congress  review  its  own 
procedures  to  assure  prompt  action  on  temporary  tax  cuts,  if  and  when  required. 
The  lengthy  and  painstaking  deliberations  by  the  Congress,  which  are  entirely 
necessary  and  appropriate  before  undertaking  a  lasting  structural  change  in  the 
tax  structure,  are  not  relevant  to  purely  temporary,  across-the-board,  antireces- 
sionary cuts. 

We  simply  must  be  able  to  count  on  procedures  that  insure  an  early  decision 
in  response  to  a  Presidential  proposal,  or  else  we  must  give  up  the  strongest 
antirecessionary  weapon  in  our  arsenal. 

At  the  same  time,  we  must,  of  course,  develop  programs  that  will  attack  struc- 
tural problems  of  unemployment  and  depressed  areas  at  their  roots  and  solve 
them  within  a  framework  of  overall  price  stability.  These  deep-seated  problems 
will  only  yield  to  a  concerted  attack  aimed  directly  at  their  causes.  We  are 
mounting  just  such  an  attack. 

In  a  modern  industrial  society,  those  without  skills,  or  with  skills  no  longer  in 
demand,  suffer  a  heavy  disadvantage.  Training  programs  such  as  those  now 
being  conducted  under  both  the  Manpower  Development  and  Training  Act  and 
the  Economic  Opportunity  Act  can  make  a  key  contribution  to  individual  and 
national  welfare.  The  Appalachia  program,  now  under  congressional  considera- 
tion, is  an  ambitious  effort  to  deal  in  a  coordinated  way  with  a  particular  de- 
pressed area  problem.  An  improved  Area  Redevelopment  Act  would  be  helpful 
in  spurring  growth.  Carefully  designed  programs  such  as  these  will  play  a 
steadily  increasing  role  in  reducing  unemployment  and  widening  job 
opportunities. 

Monetary  and  debt  management  policies 

The  timely  use  of  fiscal  policy  enables  us  to  make  far  more  effective  use  of  the 
tools  of  monetary  and  debt  management  policies  in  meeting  our  internal  and 
external  economic  goals.  For  instance,  the  stimulus  from  tax  reduction,  by  lifting 
some  of  the  burden  for  promoting  economic  expansion  from  monetary  policy,  has 
made  extremely  easy  money  policies  at  home  unnecessary,  policies  that  would 
have  been  totally  out  of  keeping  with  our  balance-of -payments  problem. 

The  fact  is  that,  in  a  world  of  increasingly  free  trade  and  payments,  we  cannot 
expect  to  insulate  our  domestic  money  and  capital  markets  entirely  from  those 
of  other  countries,  nor  would  that  be  consistent  with  our  longer-range  goals  of  a 
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liberal  world  economic  order.  As  the  President  emphasized  in  his  Economic 
Report,  monetary  policy  must  and  will  remain  free  to  respond  if  the  stability 
of  the  dollar  is  threatened,  either  from  domestic  inflation  as  a  result  of  excessive 
demand,  or  from  outflows  of  money  and  capital  that  undermine  our  balance  of 
payments.  But,  if  monetary  policy  is  to  play  that  role  effectively,  and  without 
potential  damage  to  the  internal  economy,  we  must  also  recognize  the  corollary 
need  for  dynamic,  flexible  fiscal  policies  in  promoting  domestic  prosperity. 

So  long  as  we  are  willing  in  the  future,  as  during  the  past  few  years,  to  use 
all  the  varied  tools  of  financial  policy  flexibly,  and  in  complementary  ways, 
intolerable  conflicts  need  not  arise  between  our  commitment  to  defend  the  dollar 
and  our  commitment  to  sustained  domestic  growth  and  prosperity.  Effective 
economic  policy  does  not  require  that  every  tool  be  pushed  hard  in  the  same 
direction  and  at  the  same  time.  What  is  required  is  that,  in  seeking  our  varied 
goals,  we  achieve  a  blend  and  a  balance  among  our  policy  tools — taking  advantage 
of  the  strong  points  of  each— that  will  permit  progress  in  several  directions 
simultaneously. 

The  debt  management  record 

The  use  of  our  policy  instruments  in  the  pursuit  of  multiple  objectives  is  well 
illustrated  in  an  area  for  which  I  have  had  direct  responsibility  and  which  affects 
the  economy  almost  daily:  the  management  of  the  public  debt. 

Debt  management  has  in  recent  years  helped  keep  our  market  interest  rates 
in  the  short-term  area  reasonably  competitive  with  rates  in  major  foreign  money 
centers,  thus  minimizing  interest  rate  incentives  to  the  transfer  of  short-term 
funds  abroad.  Thus,  we  increased  the  volume  of  Treasury  bills  $5.0  billion 
further  during  1964,  helping  to  raise  the  three-month  bill  rate  from  about  3i/^ 
percent  at  the  close  of  1963  to  just  under  4  percent  today. 

At  the  same  time,  however,  it  has  been  important  to  insure  that  this  action, 
undertaken  for  balance-of -payments  reasons,  did  not  clash  with  other  objectives. 
With  persistent  unemployment  and  unused  industrial  capacity,  we  have  wanted 
to  avoid  upward  pressures  on  the  structure  of  long-term  interest  rates,  and  to 
assure  the  availability  of  investment  funds  adequate  to  support  the  steady  rise 
in  domestic  investment  and  economic  activity. 

In  addition,  the  Treasury  also  has  continuously  before  it  the  need  to  maintain 
a  well-balanced  maturity  structui-e  in  the  national  debt,  a  prerequisite  for  flexi- 
bility in  its  financing  decisions.  This  requires  sizeable  placements  of  new 
intermediate  and  longer-term  securities  in  the  market  in  order  to  offset  the 
shortening  effect  of  the  passage  of  time  on  the  term  to  maturity  of  outstanding 
issues.  Otherwise,  debt  would  soon  pile  up  in  the  short-term  area,  not  only 
risking  an  inflationary  potential  but  also  straining  that  sector  of  the  market 
and  using  up  some  or  all  of  the  short-term  borrowing  capacity  which  it  is 
prudent  to  hold  in  reserve  for  emergencies. 

To  achieve  this  balanced  debt  structure  and  avoid  any  excessive  buildup  of 
liquidity,  the  Treasury  last  year  reduced  outstanding  short-term  debt  other 
than  Treasury  bills  by  an  even  larger  amount  than  the  rise  in  the  volume  of 
bills.  As  a  result,  the  total  marketable  debt  due  within  one  year  actually 
declined  by  $1.0  billion.  And,  as  in  the  preceding  year,  the  Treasury's  borrowing 
was  done,  on  balance,  without  recourse  to  the  commercial  banking  system,  making 
it  the  third  successive  year  in  which  bank  holdings  of  Treasury  securities  showed 
no  increase.  Actually,  commercial  bank  holdings  of  Government  debt  as  shown 
in  the  attached  table  were  slightly  lower  at  the  end  of  January  than  they  were 
four  years  earlier.  Thus,  all  of  the  large  increase  in  bank  credit  over  the  past 
four  years  has  been  used  to  finance  private  borrowers  and  State  and  local 
governments. 

The  great  bulk  of  the  Treasury's  debt  extension  has  continued  to  be  achieved 
through  advance  refundings,  a  technique  initiated  during  the  preceding  Admin- 
istration and  further  developed  and  extensively  utilized  during  the  past  four 
years.  One  important  advantage  of  this  technique  is  that  it  minimizes  the 
impact  on  the  market  and  on  interest  rates  of  our  debt  extension  operations. 
Investors  responded  to  3  advance  refunding  offers,  in  January  and  July  1964 
and  January  1965,  by  exchanging  existing  short-term  holdings  for  $4.2  billion 
of  bonds  maturing  in  20  years  or  more,  for  $7.5  billion  of  bonds  maturing  in 
about  9  years,  and  for  $10.3  billion  of  bonds  maturing  in  5  to  7  years.  An  addi- 
tional $1.5  billion  of  10-year  bonds  was  issued  in  the  regular  refunding  in  May 
1964. 
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Reflecting  these  operations,  the  marketable  debt  due  in  5  years  or  more  rose 
$7.1  billion  in  the  12  months  that  ended  on  January  31,  exceeding  the  $5.8  billion 
increase  in  the  entire  marketable  debt  over  this  period.  As  the  attached  table 
indicates,  an  amount  larger  than  the  entire  $25.1  billion  increase  in  the  market- 
able debt  since  January  1961  has  been  financed  over  that  period  in  longer-term 
issues ;  marketable  debt  due  in  5  years  or  more  is  up  $26.9  billion.  Accordingly, 
the  average  maturity  of  the  marketable  debt  as  of  January  31,  1965,  vpas  5  years 
5  months,  4  mouths  longer  than  its  year-ago  level  and  11  months  longer  than  in 
January  1961. 

Moreover,  if  we  add  the  $2.6  billion  increase  in  the  outstanding  volume  of 
savings  bonds  since  January  1961  to  the  $26.9  billion  increase  in  the  portion  of 
the  marketable  debt  due  in  5  years  or  more,  we  get  a  total  of  $29.5  billion,  well 
beyond  the  $28.4  billion  rise  in  the  entire  public  debt  over  these  4  years.  This 
is  a  clear  record  of  noninflationary  finance  not  often  recognized  by  those  who 
like  to  talk  of  loose  fiscal  policies  in  Washington. 

It  is  noteworthy  that  these  efforts  to  finance  the  Government  at  long-term 
have  been  achieved  without  any  noticeable  upward  pressure  on  long-term  yields. 
Most  long-term  interest  rates  important  to  private  economic  activity  are  now 
well  below  the  levels  touched  in  1961 :  Average  conventional  mortgage  rates 
are  currently  5.8  percent,  down  nearly  %  percent :  offering  yields  on  new  high- 
grade  corporate  bonds  have  recently  been  under  4^/^  percent,  %  percent  or  more 
below  levels  of  the  spring  of  1961 ;  and  a  widely-used  municipal  bond  yield 
average  which  was  as  high  as  3.55  percent  in  1961  is  currently  3.10  percent. 

This  is  an  impressive  record  when  one  considers  the  increase  of  about  1% 
percent  in  short-term  yields  that  has  taken  place  since  the  lows  of  early  1961, 
as  well  as  the  record  demand  for  funds.  The  volume  of  funds  raised  during 
the  past  4  years  totals  about  $240  billion,  nearly  50  percent  higher  than  the 
total  of  tJie  preceding  4  years.  A  major  part  of  the  explanation  lies,  of  course, 
in  the  high  and  rising  flow  of  savings  for  longer-term  investment  generated  out 
of  the  steadily  rising  incomes  that  have  accompanied  our  prosperity.  The 
smooth  flow  of  these  savings  into  investment  has  been  greatly  assisted  and 
encouraged  by  confidence  in  continuing  price  stability  and  by  the  increases  in 
interest  rates  paid  by  savings  institutions  and  conunercial  banks. 

Clearly,  the  Treasury's  program  of  noninflationary  debt  management  has 
been  entirely  consistent  with  full  availability  of  credit  to  private  borrowers 
at  stable  or  declining  long-term  interest  rates. 

Importance  of  cost-price  stability 

Fiscal  incentives  and  sound  financing  of  the  national  debt  have  helped  account 
for  the  remarkable  degree  of  price  stability  that  has  accompanied  our  vigorous 
expansion.  In  contrast,  earlier  postwar  expansions  have  typically  been  marred, 
after  the  initial  recovery  period,  by  rapid  increases  in  costs  and  narrowing 
profit  margins.  The  bidding  np  of  prices  and  costs  dissipated  the  forces  for 
expansion ;  maladjustments  and  distortions  soon  developed,  and  recessionary 
forces  gathered  strength. 

We  have  avoided  that  pattern  during  the  present  expansion.  The  rise  in 
productivity  associated  with  more  rapid  growth  and  an  expanded  scale  of 
investment,  along  with  moderation  in  wage  demands,  has  caused  manufacturing 
lalMjr  costs  per  unit  of  output  to  decline  more  or  less  steadily  throughout  the 
current  expansion.  As  a  result,  there  has  been  no  squeeze  on  profit  margins 
and  little  upward  pressure  on  prices.  With  costs  and  prices  stable,  and  produc- 
tivity rising  steadily,  we  have  maintained  a  good  balance  throughout  the 
economy  and  no  drastic  tightening  of  money  has  been  necessary  to  curb  over- 
exuberance. 

We  must  not  allow  the  dismal  cycle  of  inflation  and  recession  of  the  earlier 
postwar  period  to  reappear.  The  challenge  is  clear,  for  experience  shows  that 
the  task  of  maintaining  cost-price  stability  becomes  more  difiicult  as  expansion 
whittles  away  margins  of  luiused  plant  capacity  and  selective  labor  shortages 
begin  to  appear.  Moreover,  some  signs  of  price  pressures — fortunately  confined 
to  limited  sectors  of  the  economy  and  in  some  cases  reflecting  temporary  inter- 
ruptions in  the  flow  of  raw  materials  from  abroad — were  apparent  in  the  closing 
months  of  1964. 

These  pressures  by  no  means  signify  that  our  long  period  of  price  stability 
is  ending.    They  do,  however,  reemphasize  the  need  for  vigilance. 
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Our  financial  policies  afford  assurance  that  total  demand  will  remain  well 
within  our  growing-  capacity  to  produce,  and  we  do  not  face  excess  demand 
inflation.  But,  in  addition,  we  must  recognize  that,  even  at  a  time  when  overall 
demand  is  not  excessive,  costs  and  prices  may  be  pushed  up  by  pressures  of 
wage  bargaining  and  the  pricing  policies  of  large  firms. 

The  record  of  labor  and  industry  in  recent  years  in  this  respect  has  been  good, 
although  we  are  all  aware,  I  think,  that  it  has  not  been  in  every  instance  as 
good  as  it  could  have  been.  The  price-wage  guideposts,  endorsed  by  both 
President  Kennedy  and  President  Johnson,  point  unambiguously  to  the  respon- 
sibilities of  both  labor  and  management  if  key  wage  settlements  and  pricing 
decisions  are  to  serve  the  public  interest.  The  acceptance  by  all  sectors  of 
our  economy  of  their  continuing  responsibility  for  noninflationary  i)olicies  is  the 
key  to  steady  expansion  at  home  and  a  stronger  competitive  position  abroad. 

Balance  of  payments 

Cost-price  stability  has  contributed  to  a  marked  improvement  in  our  already 
favorable  balance  of  trade.  Commercial  exports,  excluding  those  financed  by 
the  Government,  rose  to  $22.4  billion  in  1964,  an  increase  of  16  percent  over 
1963,  and  fully  28  percent  over  1960  levels.  As  a  result,  our  commercial  trade 
surplus  widened  from  1963's  $2.3  billion  to  an  estimated  $3.7  billion  in  1964, 
despite  the  larger  demand  for  imports  generated  by  our  rising  levels  of  economic 
activity. 

The  1964  results  were,  of  course,  aided  by  the  special  grain  sales  to  both 
Eastern  and  Western  Europe  early  in  the  year,  and  we  cannot  count  on  equally 
favorable  overall  trends  in  1965.  But,  there  can  be  little  doubt  that  the  relative 
stability  of  our  own  costs  and  prices  since  1958,  while  most  foreign  costs  and 
prices  have  been  rising  more  or  less  steadily,  is  at  last  beginning  to  count  in  our 
favor. 

Our  improved  trade  balance  has  been  paralleled  by  further  savings  in  net 
Government  spending  overseas,  and  by  an  unprecedented  increase  in  income 
from  our  rising  volume  of  foreign  investments.  ,  These  factors  combined  to 
reduce  our  deficit  on  regular  transactions  to  an  annual  rate  of  about  $2  billion 
over  the  first  three  quarters  of  1964,  about  in  line  with  earlier  expectations 
despite  rising  levels  of  capital  outflows. 

However,  as  you  know,  progress  in  reducing  our  deficit  for  the  year  as  a  whole 
was  disappointing.  A  sharp  deterioration  during  the  fourth  quarter  pushed 
our  deficit  on  regular  transactions  up  to  $3.0  billion  for  the  year  as  a  whole. 
While  some  of  the  fourth  quarter  results  can  be  traced  to  temporary  factors, 
analysis  of  the  results  for  the  year  made  it  perfectly  clear  that  new  measures 
needed  to  be  taken  to  achieve  a  more  rapid  reduction  in  the  underlying  deficit  and 
to  maintain  the  international  strength  and  stability  of  the  dollar  unquestioned. 

As  a  consequence.  President  Johnson  has  announced  a  10-point  program  to 
intensify  our  effort  to  reach  an  early  balance.  Export  promotion  will  be  pressed 
even  harder  and  the  overseas  dollar  cost  of  Government  programs  will  be  reduced 
even  further.  In  addition,  legislation  will  be  sought  to  narrow  the  gap  on 
tourist  expenditures  by  reducing  the  duty-free  exemption  on  our  returning  tourists 
and  our  "See  the  U.S.A."  program  will  be  greatly  intensified.  But,  the  major 
thrust  of  the  President's  program  is  in  the  area  of  capital  movements. 

The  reason  is  simple.  The  bulk  of  our  difficulty  can  be  traced  to  accelerating 
outflows  of  American  investment  and  loan  funds  to  a  rapidly  growing  outside 
world  that  desires  capital  and  that  apparently  is  still  incapable  of  mobilizing 
its  own  savings  with  full  effectiveness.  Since  1960,  gains  in  our  trade  balance, 
net  savings  in  our  aid  and  military  programs  overseas,  and  rising  investment 
income  have  benefited  our  balance  of  payments  by  about  $3.9  billion.  But  over 
that  same  period,  private  capital  flows  abroad  increased  by  about  $2i/^  billion 
to  a  record  $6.3  billion,  washing  away  most  of  the  gains  in  other  sectors  of  our 
accounts. 

This  huge  capital  outflow  is  in  one  sense  a  reflection  of  our  basic  strength  as 
a  nation,  the  huge  savings  we  are  capable  of  generating,  the  steady  increase  in 
our  holdings  of  productive  and  profitable  assets  abroad,  and  the  worldwide  use- 
fulness of  the  dollar.  But,  at  this  point  in  time,  it  is  also  evident  that  our  balance- 
of-payments  position  cannot  afford  accelerating  outflows  of  capital  at  the  expense 
of  our  international  liquidity.  Nor  can  we  afford  a  heavy  outflow  of  the  gold 
that  stands  behind  our  pledge  to  maintain  the  value  of  the  dollar  at  $35  an  ounce. 
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And  just  such  an  outflow  is  inevitable  unless  we  take  the  steps  that  will  hold 
the  outflows  of  capital  within  our  capacity  as  a  nation  to  finance  them. 

The  success  of  this  program  rests  on  the  cooperation  of  the  business  and 
financial  communities  in  a  voluntary  program  to  limit  the  flow  of  dollars  abroad 
arising  from  their  own  operations.  Such  a  voluntary  program,  designed  in  the 
public  interest,  can  be  an  enormously  effective  instrument  in  assisting  the  early 
balance  in  our  payments  that  is  so  urgently  needed.  Only  last  Thursday,  the 
President,  together  with  Secretary  Connor,  Chairman  Martin,  and  I,  outlined 
to  a  group  of  distinguished  business  and  flnancial  leaders  the  nature  of  this 
voluntary  program.  I  am  sure  they  will  respond  to  the  challenge  quickly  and 
effectively. 

International  financial  cooperation 

Early  and  decisive  reductions  in  our  balance-of-payments  deficit  are  essential 
not  only  to  protect  the  dollar,  but  also  to  permit  calm  and  orderly  study  and 
appraisal  of  the  most  effective  approaches  toward  assuring  the  adequacy  of  the 
international  financial  system  to  meet  the  needs  of  a  growing  world.  The 
capacity  of  the  present  system  to  meet  short-run  strains  has  been  impressively 
demonstrated,  most  recently  when  sterling  came  under  heavy  pressure.  The 
massive  credits  extended  to  the  British  amounted  to  a  collective  endorsement — 
backed  by  $3  billion  of  hard  cash — of  existing  exchange  parities  by  the  major 
industrial  countries.  The  speed  and  effectiveness  with  which  these  credits  could 
be  assembled  was  a  product  of  the  close  international  financial  cooperation  built 
up  over  recent  years. 

Meanwhile,  we  are  exploring  with  other  leading  nations  how  best  to  meet 
the  longer-range  needs  of  the  world  for  international  liquidity  and  for  more 
effective  processes  of  international  balance-of-payments  adjustment.  These 
studies  are  complex  and  difficult,  and  it  is  not  surprising  that  some  differences 
of  approach  among  the  major  countries  are  evident  at  this  stage.  Certainly, 
we  cannot  afford  to  look  back  nostalgically  and  seek  a  solution  in  the  rigid 
mechanism  of  a  pure  gold  standard,  a  mechanism  that  even  in  an  earlier  and 
simpler  day  was  prone  to  breakdown  and  deflation.  Instead,  the  challenge  is 
to  build  upon  the  system  that  has  served  the  world  so  well  over  the  postwar 
years,  with  full  awareness  of  its  problems  and  shortcomings,  to  be  sui-e,  but  also 
with  healthy  respect  for  its  resiliency  and  flexibility  in  responding  to  varied 
and  never  fully  predictable  needs. 

While  this  longrun  effort  is  being  pressed  to  a  satisfactory  conclusion,  the 
planned  expansion  of  IMF  resources  provides  tangible  assurance  that  the  finan- 
cial support  needed  to  facilitate  expansion  in  world  trade  and  payments  will  be 
available. 

The  Executive  Directors  of  the  International  Monetary  Fund  have  agreed  in 
principle  to  submit  to  member  governments,  proposals  for  a  general  increase  of 
all  quotas  by  25  percent,  plus  special  increases  for  a  relatively  small  number 
of  countries  whose  quotas  are  out  of  line  with  their  economic  importance.  To- 
gether, these  increases,  if  accepted  by  the  member  countries,  would  total  $4.8 
billion,  and  when  completed  would  bring  the  total  quotas  of  the  Fund  up  to 
$20.9  billion,  an  overall  rise  of  approximately  30  percent.  The  U.S.  quota,  which 
would  be  subject  only  to  the  25-percent  general  increase,  would  rise  from  the  pres- 
ent $4,125  million  to  $5,160  million.  It  is  expected  that  legislation  providing  for 
this  increase  will  be  introduced  next  month ;  full  provision  for  it  has  already 
been  made  in  the  President's  budget. 

The  Fund  proposals  will  provide  that  25  percent  of  each  country's  quota 
increase  must  be  paid  in  gold.  The  United  States  has  been  prepared  at  all  times 
to  pay  this  25  percent  from  its  own  gold  holdings,  but  we  had  been  concerned 
that  such  payments  by  others  would  lead  to  large  purchases  of  U.S.  gold.  I  am 
glad  to  say  that  this  possibility  will  be  forestalled  by  measures  agreed  upon  in  the 
Fund.  I  believe  that  the  understandings  that  have  been  reached  will  fully 
protect  the  interests  of  the  United  States,  the  payments  system  as  a  whole,  the 
Fund,  and  its  other  members. 

Conclusion 

I  have  touched  upon  several  key  challenges  for  economic  policy  in  1965 :  Main- 
taining price  stability  while  reducing  unemployment ;  achieving  a  decisive  re- 
duction in  our  balance-of-payments  deficit ;  and  progress  toward  a  stronger  inter- 
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national  payments  system.  Each  of  these  problems  we  approach  from  a  position 
of  great  strength. 

Business  is  moving  ahead  with  good  momentum,  but  without  inflationary  pres- 
sures on  supplies  or  speculative  excesses.  Our  international  competitive  position 
is  slowly  but  surely  improving,  and  standing  behind  the  dollar  is  the  world's 
largest  gold  stock  and  a  huge  volume  of  foreign  assets.  The  international 
financial  system  has  withstood  a  series  of  shocks  and  strains,  while  demonstrat- 
ing its  ability  to  finance  a  further  large  increase  in  world  trade. 

Given  a  continued  willingness  to  use  ail  our  tools  of  economic  policy  in  flexible 
and  imaginative  ways — and  with  the  vital  support  of  industry,  labor,  and  fi- 
nance— I  am  confident  that  the  challenges  of  today  will  become  the  successes  of 
tomorrow. 

The  structure  and  ownership  of  the  public  debt  January  1961  and  January  1965 

(In  billions  of  dollars) 


January  1961 

January  1965 

Change 

Debt  structure: 

Marketable  public  debt: 

Due  ■within  5  years .  

$146. 4 
42.9 

47.2 
53.6 

$144.  7 
69.7 

49.8 
54.4 

-$1.8 

Due  after  5  years 

-j-26.9 

Nonraarketable  public  debt: 

Savings  bonds.     .      _  - -  _ 

-F2.6 

Special  issues  and  other.  _  --.      .. 

-t-0.8 

Total  public  debt.  -    ..  _--    .- _- 

290.2 

318.6 

-f28.4 

Ownership: 

Commercial  banks  .    _  ..  . 

62.7 
146.4 

"62.3 
"  160. 5 

-0.4 

Other  publicly-held  debt '..  _     __  _-    -  - .     

-F14. 1 

Total  publicly-held  debt         .     .  .  _ 

209.1 
54.6 
26.6 

222.8 
59.1 
36.7 

4-13.7 

Government  investment  accounts 

-t-4.5 

Federal  Reserve  banks _-  -_.    

-1-10.2 

Total  public  debt  -_    .-      - . - 

290.2 

318.6 

-f28.4 

T  Preliminary. 

1  Includes  State  and  local  governments,  individuals,  private  investment  institutions,  corporations,  all 
other  private  holders. 


Exhibit  13. — Remarks  by  Secretary  of  the  Treasury  Dillon,  October  27,  1964, 
before  the  90th  annual  convention  of  the  American  Bankers  Association,  on 
fiscal  and  economic  policies 

Tliis  is  the  third  time  in  the  past  four  years  that  I  have  had  the  privilege  of 
appearing  before  you  to  discuss  national  economic  policies.  During  those  years 
the  United  States  has  faced  serious  economic  challenges  both  at  home  and 
abroad. 

At  home  the  central  challenge,  after  years  of  recurring  recession  and  slow 
growth,  was  to  bring  our  economic  performance  closer  to  our  unmatched  potential. 

There  is  no  better  measure  of  our  success  than  the  44  months  of  unbroken 
business  advance  that  the  nation  has  thus  far  achieved,  a  record  of  recovery 
unexcelled  in  our  peacetime  history. 

That  advance  has  added  more  than  $100  billion  in  real  terms,  or  roughly  20 
percent,  to  our  annual  output.  In  the  space  of  less  than  four  years,  the  increase 
in  our  annual  production  alone  has  exceeded  the  total  gross  national  product 
of  any  other  nation  of  the  free  world.  In  more  personal  terms,  disposable  in- 
come of  the  average  American  household,  when  measured  in  constant  dollars, 
has  risen  by  well  over  $700  during  the  last  four  years,  an  increase  greater  than 
that  during  the  preceding  eight  years. 

At  the  same  time,  company  after  company  is  reporting  record  profits  and 
enlarged  capital  spending  programs.  It  is  clear  that  sharply  higher  returns 
on  invested  capital  are  furnishing  new  and  stronger  incentives  for  investment 
in  modern  plant  and  equipment — investment  which  will  provide  new  jobs,  in- 
crease productivity,  and  spur  future  growth. 
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Abroad,  we  have  made  progress  in  closing  the  deiicit  in  our  balance  of  pay- 
ments, assuring  a  stable  dollar  and,  on  that  solid  base,  building  a  stronger  pay- 
ments system.  Our  payments  deficit  during  the  last  fiscal  year  was  cut  to  $1.7 
billion,  'well  under  half  of  the  1958-60  average.  Confidence  in  the  dollar  has 
reduced  the  pressure  on  our  gold  stock.  As  a  result,  in  each  of  the  past  two 
months  our  total  gold  stock  has  actually  shown  a  slight  increase  over  the  level 
of  the  preceding  year,  the  first  time  that  we  have  seen  a  year  to  year  increase 
in  our  gold  stock  since  the  Suez  crisis  in  1957. 

These  gains,  together  with  the  economic  gains  we  have  achieved  at  home,  make 
an  impressive  record.  But  continued  prosperity  at  home  and  further  progress 
abroad  are  not,  and  never  can  be,  automatic.  So  today  our  concern  must  focus 
on  the  challenges  that  still  lie  ahead. 

We  cannot,  of  course,  now  anticipate  every  possible  threat  to  stable  and 
orderly  economic  growth  that  may  arise  over  the  coming  years.  The  com- 
plexity of  our  own  economy,  and  the  impact  of  events  in  other  parts  of  this 
swiftly  changing  world,  will  continue  to  place  the  highest  premium  on  flexibility 
in  the  use  of  all  our  economic  policy  tools. 

We  long  ago  learned  that  timely  shifts  in  monetary  policy  are  essential  both 
to  sustain  growth  and  to  combat  inflationary  excesses  as  they  emerge.  But  ex- 
perience has  also  shown  that  monetary  policy,  no  matter  how  flexibly  and  in- 
telligently implemented,  cannot,  by  itself,  achieve  our  multiple  goals.  We  can- 
not insist  that  large  changes  in  interest  rates  and  credit  availability  must  carry 
the  full  burden  of  stabilizing  the  domestic  economy,  and  at  the  same  time  rely 
on  monetary  policy  as  the  primary  means  of  bringing  balance  to  our  inter- 
national accounts.  Nor  can  we  expect  monetary  policy  to  do  either  of  those 
jobs  effectively  if,  by  neglect  or  misdirection,  we  allow  other  policy  tools  to 
operate  at  cross  purposes. 

Our  needs  require,  and  have  received,  a  coordinated  blend  of  flnancial  and 
economic  policies  that  can  be  adapted  to  both  our  internal  and  external  circum- 
stances. This  blend,  as  you  know,  has  meant  a  new  and  indispensable  role  for 
fiscal  policy,  complementing  and  reinforcing  more  traditional  monetary  policies. 
Building  on  this  recent  experience  is  the  best  way  to  cope  promptly  and  effectively 
with  new  challenges  no  matter  from  what  direction  they  come. 

Let  me,  however,  make  one  point  crystal  clear.  An  active,  flexible  fiscal 
policy  should  not,  and  does  not.  require  any  sacrifice  of  the  basic  principles  of 
fiscal  responsibility.  I  believe  that  the  record  of  these  recent  years  amply  demon- 
strates that  point. 

President  Johnson  has  given,  and  continues  to  give,  his  personal  attention  to 
making  certain  that  tax  reduction  is  coupled  with  the  strictest  vigilance  in 
assuring  a  full  dollar  of  value  for  every  dollar  spent. 

It  is  true  that  our  budget  has  increased  appreciably  during  the  past  four 
years ;  expenditures  for  1965  are  expected  to  be  between  $15  billion  and  $16 
billion  higher  than  in  1961.  But  $5  billion  of  the  rise  from  the  fiscal  1961  to 
the  fiscal  1965  budget  is  accounted  for  by  the  urgent  national  need  to  maintain 
defenses  second  to  none.  Our  space  program  has  also  seen  an  increase  of  more 
than  $4  billion,  as  it  had  to  if  we  were  not  to  abandon  that  new  frontier  to  the 
Soviets.  And  more  than  $2  billion  is  accounted  for  by  larger  interest  payments 
on  the  Federal  debt. 

The  true  test  of  our  record  in  expenditure  control  lies  not  in  these  items  but  in 
what  has  happened  to  all  other  governmental  expenditures,  including  welfare 
programs,  domestic  housekeeping,  ordinary  civilian  services,  agricultural  pay- 
ments, and  all  the  rest.  Annual  expenditures  on  all  of  these  programs  combined 
have  grown,  over  the  four  years,  fiscal  1961-65,  by  something  less  than  $4i/^ 
billion.  That  figure  is  more  than  25  percent  less  than  the  increase  in  these  same 
lirograms  during  the  1957-61  period  when  the  previous  Administration  was 
doing  its  level  best  to  hold  down  unnecessary  expenditures.  This  25-percent  im- 
provement is  the  fair  measiire  of  the  effectiveness  of  the  current  Administra- 
tion's cost  control  effort  over  the  past  four  years. 

During  the  current  fiscal  year  we  will  achieve  a  year-to-year  decline  in  total 
expenditni'es  for  only  the  second  time  since  the  end  of  the  Korean  War  permitted 
a  substantial,  but  nonrecurring,  cut  in  defense  spending.  And  this  year's  re- 
duction is  being  accomplished  despite  the  half  billion  dollar  cost  of  the  long 
overdue  adjustment  in  Federal  salaries,  the  new  antipoverty  program,  higher 
interest  costs,  and  other  built-in  increases. 
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This  accomplishment  is  possible  only  because  of  a  sustained  drive  for  budgetary 
economies  that,  for  sheer  intensity  and  effectiveness,  exceeds  anything  within 
my  experience  in  Government.  One  result  is  that  Federal  employment  has  been 
cut  below  the  level  at  the  end  of  fiscal  1962,  two  and  a  quarter  years  ago.  In  fact, 
Federal  civilian  employment,  as  a  proportion  of  the  total  national  work  force,  has 
dropped  to  its  lowest  point  since  1941. 

Fiscal  responsibility  does  not  imply  that  urgent  national  needs  must  go  un- 
satisfied. But  it  does  require,  in  the  face  of  almost  limitless  pressures  for  new 
and  expanded  programs,  a  zealous  and  never-ending  search  for  economies  in  less 
urgent  areas.  The  Government  sector  of  the  economy  must  be  held  to  a  size  where 
the  burden  of  taxes  and  debt  can  be  carried  by  a  growing  economy,  without 
inflationary  pressures. 

By  this  test,  too,  the  record  is  clear.  During  the  current  fiscal  year,  despite 
the  requirements  of  defence  and  space,  budget  expenditures  will  be  lower  relative 
to  our  gross  national  product  than  at  any  time  in  the  past  13  years.  The  share 
of  total  personal  income  preempted  by  the  Federal  individual  income  tax  will 
decline  to  9  percent,  smaller  than  in  any  fiscal  year  since  1951.  And  the  Federal 
debt  as  a  proportion  of  GNP,  a  realistic  measure  of  its  burden,  will,  by  the 
end  of  this  fiscal  year,  have  dropped  back  to  the  levels  prevailing  at  the  very 
beginning  of  "World  War  II. 

These  figures  also  underscore  the  fact  that  the  basic  economic  strategy  of  this 
Administration  has  been  to  look  to  the  private  sector  of  the  economy  as  the  main 
engine  for  expansion.  Government  has  had  an  essential  role  to  play  in  this  proc- 
ess, but  this  role  was  not  simply  to  seek  increases  in  its  own  spending.  Rather,  it 
was  to  provide,  through  its  economic  and  financial  policies,  a  favorable  climate 
for  business  investment  and  private  spending.  It  was  to  promote  continued 
increases  in  efficiency  and  productivity,  so  essential  both  to  sustained  domestic 
growth  and  to  our  export  effort.  And  all  of  this  had  to  be  done  within  a  frame- 
work of  price  stability. 

Monetary  and  debt  management  policies  could  do  part  of  the  job.  We  ruled 
out  the  extremes  of  easy  money,  even  had  they  been  otherwise  desirable,  because 
it  was  vital  to  our  payments  effort  that  we  keep  our  money  market  rates  roughly 
in  equilibrium  with  those  abroad.  But  consistent  with  that  constraint,  we 
developed  techniques  to  as,sure  an  ample  flow  of  credit  to  long-term  borrowers. 
That  was,  of  course,  a  process  in  which  the  banking  community  played  an  essen- 
tial role  by  aggressively  seeking  out  and  mobilizing  funds  that  could,  in  turn, 
be  made  available  to  bvisinesses,  homebuyers,  and  State  and  local  governments. 

We  could  not,  however,  meet  our  objectives  with  monetary  policy  alone.  There 
was  also  a  compelling  need  to  cut  through  the  inhibitions,  lethargy,  and  maze 
of  detail  that  for  much  too  long  had  blocked  sorely  needed  tax  reduction  and 
reform. 

Because  of  tax  reduction,  we  have  had  temporarily  to  accept  somewhat  larger 
budgetary  deficits  than  we  would  otherwise  have  had.  We  have  not  sought  those 
deficits.  They  are  the  price  we  had  to  pay  f(ir  timely,  effective  tax  and  fiscal 
policy.  The  price  is  acceptable  only  because,  under  existing  conditions  and  with 
prudent  management  of  the  debt,  those  deficits  do  not  pose  an  inflationary  prob- 
lem. They  are,  instead,  a  transitional  step  toward  our  basic  goal  of  a  balanced 
budget  in  a  healthy,  full  employment  economy. 

The  choice  we  faced  was  not  one  between  balanced  budgets  and  tax  re- 
duction. An  economy  prone  to  recession  and  slow  growth  is  also  prone  to 
deficits,  for  we  cannot  meet  our  essential  spending  needs  from  a  shrunken  tax 
base.  We  learned  that  lesson  the  hard  way  during  the  latter  part  of  the  1950's, 
a  lesson  highlighted  by  the  record  $12  billion  deficit  that  followed  the  1958 
recession.  The  ironic,  but  plain,  fact  was  that  our  excessively  high  tax  rates  were 
themselves  contributing  to  the  sluggishness  of  the  economy. 

Carefully  designed  tax  reduction  offered  the  most  promising  way  out  of  that 
impasse.  By  expanding  incomes  and  profits,  it  promised  to  greatly  widen  the 
tax  base,  with  the  result  that  our  revenues  would  rise  despite  the  reduced  rates. 

That  is  not  simply  theory.  It  is  now  being  confirmed  every  day  by  actual  ex- 
perience. With  continued  expenditure  control,  and  an  expanded  tax  base,  we  can 
look  forward  to  the  steady  reduction  and  eventual  elimination  of  our  budgetary 
deficit  in  a  vigorously  expanding  economy. 

This  bold  and  successful  use  of  fiscal  policy  has  important  implications  for 
the  future.  There  is  now  a  growing  national  consensus  that  the  more  active  use  of 
fiscal  policy,  together  with  responsible  debt  management  and  monetary  policies, 
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has  a  key  role  to  play  in  achieving  our  economic  objectives.  There  is  also  a 
growing  understanding  that  a  more  flexible  fiscal  policy  need  not  be  associated 
with  loose  spending  practices,  and  that  the  added  revenues  yielded  by  economic 
growth  can  offer  further  opportunities  for  tax  reduction. 

During  the  coming  session  of  Congress,  we  should  undertake  the  next  priority 
item  on  our  agenda :  an  overhauling  of  the  crazy  quilt  of  excise  taxes  that  we 
have  inherited  in  good  part  from  past  emergencies.  The  extensive  studies  that 
are  needed  to  lay  a  responsible  groundwork  for  such  action  have  been  underway 
for  some  time. 

We  must  guard,  however,  against  allowing  the  first  glow  of  success  to  distort 
the  developing  consensus  on  the  responsible  use  of  fiscal  policy  into  something 
quite  different.  In  this  uncertain  world,  we  simply  cannot  responsibly  schedule 
fixed  tax  reduction  for  years  ahead  in  blithe  ignorance  of,  or  unconcern  for,  ex- 
penditure needs  and  the  state  of  the  economy.  Changes  in  our  tax  system  must 
be  recognized  for  what  they  are :  strong  medicine,  to  be  prescribed  only 
after  the  most  painstaking  and  careful  diagnosis. 

A  budget  deficit  acceptable  under  conditions  of  excessive  unemployment  would 
be  dangerously  inflationary  when  production  is  straining  at  capacity.  A  willing- 
ness to  use  flscal  stimulus  under  one  set  of  conditions  must  be  matched  by  a  will- 
ingness to  accept  restraint  when  needed.  I  need  not  emphasize  to  this  audience, 
which  is  so  well  schooled  in  the  principle  and  practice  of  flexible  monetary 
policies,  the  dangers  of  a  rigid  commitment  to  particular  policies  for  years 
ahead,  no  matter  how  enticing  the  prospect  may  appear  today. 

One  factor  that  must  aUvays  receive  great  weight  in  our  policy  decisions  is  the 
imperative  need  to  maintain  price  stability.  With  industrial  prices  today  aver- 
aging almost  precisely  the  same  as  in  1958,  we  can  look  back  on  the  longest  period 
of  sustained  stability  in  many  decades.  Manufacturing  labor  costs  per  unit  of 
output  have  actually  declined  during  the  current  expansion,  a  reflection  of  our 
rapid  gains  in  productivity  and  responsible  wage  bargaining.  In  both  respects, 
our  performance  has  been  unmatched  by  any  other  major  industrialized  nation. 

There  has  been  no  persuasive  evidence  of  a  prolonged  buildup  of  excessive 
liquidity  in  our  domestic  economy.  Increases  in  the  money  supply  since  1960 
have  been  relatively  modest,  at  a  rate  well  below  the  increase  in  production. 
Corporate  cash  flow  has  been  expanding  rapidly,  but  we  have  large  investment 
and  working  capital  needs.  As  a  result,  aggregate  corporate  balance  sheets  do 
not  reflect  an  accumulation  of  liquid  assets  that  might  fuel  an  uncontrollable 
burst  of  spending.    And  slowly,  but  noticeably,  bank  liquidity  has  been  reduced. 

One  important  factor  in  maintaining  this  balance,  and  thereby  easing  the  task 
of  the  monetary  authorities,  has  been  the  steady  progress  in  restructuring  the 
national  debt.  Since  early  1961  outstanding  marketable  Treasury  securities 
maturing  in  more  than  5  years  have  increased  by  more  than  .$26  billion,  an 
amount  exceeding  the  entire  growth  in  the  public  debt.  In  effect,  our  entire 
cumulative  budget  deficit  has  been  financed  at  long-term,  drawing  upon  the 
savings  generated  l>y  a  growing  economy  in  ways  that  will  not  contribute  to 
inflationary  pressures.  This  has  meant  an  increase  in  the  average  life  of  the 
national  debt  from  4  years  6  months  in  January  1961,  to  5  years  3  months  as 
of  the  end  of  last  month.  And,  instead  of  the  creation  of  bank  credit  to  finance 
the  Government,  commercial  bank  holdings  of  Federal  debt  have  declined. 

Taking  a  broad  look  at  the  past  four  years,  I  am  persuaded  that  monetary 
policy  has  made  as  great  a  contribution  to  the  solution  of  our  balance-of-pay- 
ments  problem  as  it  appropriately  could  have  done.  A  severe  tightening  of 
credit  might,  it  is  true,  have  reduced  the  outflow  of  short-term  funds,  and  at- 
tracted some  money  from  abroad.  That  approach  would  have  had  merit  if  our 
deficit  had  resulted  from  the  classic  iiroblem  of  internal  inflation  with  shortages 
of  labor  and  industrial  capacity.  But  that  was  clearly  not  the  case.  The  basic 
solution  to  our  balance-of-payments  problem  lay  elsewhere :  in  spurring  gains 
in  efficiency  of  operation  and  in  improving  the  investment  climate  so  that  our 
industry  could  better  its  position  in  world  markets.  In  these  circumstances  tight 
money,  while  perhaps  permitting  us  briefly  to  balance  our  external  accounts, 
would  have  provided  only  a  fleeting  illusion  of  progress.  By  working  at  cross 
]iurposes  to  our  fundamental  needs  to  stimulate  investment  and  productivity,  it 
would  surely  have  been  self-defeating. 

These  judgments  do  not  in  any  way  imply  that  monetary  policy  should  not  be 
sensitive  both  to  inflationary  pressures  at  home  and  to  any  new  difliculties  in  the 
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balance  of  payments  that  may  require  a  prompt  and  effective  response.  To  the 
contrary,  the  importance  of  the  tax  reduction  program  lies  in  part  in  the  fact 
that  it  has  placed  the  monetary  authorities  in  a  stronger  position  to  deal  appro- 
priately with  such  contingencies  should  they  arise. 

As  our  economy  moves  ahead  over  the  coming  weeks  and  months,  the  monetary 
authorities  will  certainly  be  watching  closely  for  evidence,  either  in  financial 
flows  or  elsewhere,  of  forces  that  could  develop  into  a  threat  to  either  price 
stability  or  orderly  expansion.  But  we  must  not  assume  that  the  maintenance 
of  price  stability  is  the  responsibility  of  the  monetary  authorities  alone.  For 
the  most  difHcult  problem — and  one  with  which  the  monetary  authorities  are 
ill-equipped  to  deal — would  be  spreading  wage  and  cost  pressures  that  industry 
could  not  absorb  from  rising  productivity.  Here  the  heaviest  responsibility  rests 
on  both  industry  and  labor  to  maintain  a  relationship  between  wages,  productiv- 
ity, and  prices  that  can  permit  us  to  prolong  our  excellent  record  of  cost  and  price 
stability. 

For  price  stability  today  is  imperative,  not  only  to  our  domestic  economy,  but 
to  our  balance-of -payments  position.  In  the  past  year,  we  have  begun  to  see  clear 
evidence  that  price  stability  is  gradually  improving  our  international  competitive 
position.  During  fiscal  year  1964  our  commercial  exports  rose  by  16  percent,  far 
exceeding  the  9-percent  rise  in  imports  that  has  been  a  natural  consequence  of  our 
rising  levels  of  business  activity.  As  a  result,  our  commercial  trade  balance 
increased  by  $1.4  billion,  helping  to  cut  our  balance-of-payments  deficit  over  the 
same  period  more  than  in  half.  And  during  the  recent  summer  mouths  our 
exports  reached  a  new  peak,  despite  expected  declines  in  grain  shipments  from  the 
exceptionally  high  levels  of  last  winter. 

Important  savings  have  developed  in  other  sectors  of  our  international  ac- 
counts. By  midyear,  the  annual  balance-of-payments  costs  of  our  aid  and  defense 
pi-ograms  had  been  trimmed  back  by  roughly  $500  million  from  their  1962  levels. 
Further  reductions  already  scheduled  will  next  year  bring  those  savings  to  ap- 
proximately $1  billion.  The  dangerous  threat  to  the  dollar  arising  from  last 
year's  accelerating  outflow  of  portfolio  capital  has  been  successfully  braked 
through  the  interest  equalization  tax.  As  anticipated,  that  necessary,  but 
temporary,  measure  is  providing  the  breathing  time  we  need  until  European 
capital  markets  are  more  fully  developed  and  our  other  measures  have  had 
time  to  become  fully  effective. 

The  favorable  influence  of  these  factors  on  our  balance  of  payments  is  fre- 
quently obscured  by  erratic  fluctuations  from  month  to  month  and  quarter  to 
quarter.  For  example,  our  payments  deficit  dropped  abruptly  during  the  first 
quarter  of  this  year  in  response  to  an  unusual  combination  of  temporary  factors, 
ouly  to  give  way  to  a  considerably  larger  deficit  in  the  second  quarter.  The 
latest  figures  for  the  third  quarter,  while  still  fragmentary,  indicate  that  the 
deficit  will  fall  between  those  extremes,  and  confirm  the  prospects  of  substantial 
improvement  for  1964  as  a  whole.  Looked  at  in  the  longer  view  we  are  justified 
in  taking  real  satisfaction  from  the  substantial  improvement  in  our  international 
payments  that  has  characterized  the  past  15  months. 

I  am  not  suggesting  that  our  balance-of-payments  problem  is  over.  It  clearly 
is  not.  In  some  ways,  the  hardest  part  of  the  job  remains  ahead.  Moreover,  in 
a  world  of  convertible  currencies,  with  trade  and  capital  free  to  flow  across 
national  boundaries,  it  will  never  again  be  possible  to  take  the  relaxed  attitude 
toward  our  international  payments  that  characterized  much  of  the  period  since 
World  War  II. 

What  I  am  saying  is  that  I  am  confldent  that  this  challenge  can  be  met,  and 
that  it  can  be  met  while  reaching  new  peaks  of  prosperity  at  home.  That  con- 
fidence does  not  arise  out  of  any  false  hope  that  we  can  simply  ride  on  the 
momentum  of  the  past  into  a  new  era  of  "painless  prosperity."  Rather,  it  arises 
from  the  fact  that  we  have  learned  much  in  recent  years  about  how  to  use  and 
blend  our  varied  tools  of  Government  policy  in  new  ways,  always  within  a  frame- 
work of  free  markets  and  fiscal  responsibility.  It  arises  because  once  again  our 
system  of  free  private  enterprise  has  demonstrated  its  enormous  capacity  for 
growth  and  innovation  in  a  climate  of  price  stability  and  renewed  incentives. 
These  are  the  solid  building  blocks  of  which  we  can  and  will  fashion  a  better 
future  for  all  America. 
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Exhibit  14. — Remarks  by  Secretary  of  the  Treasury  Dillon,  March  19,  1965, 
before  the  13th  annual  monetary  conference  of  the  American  Bankers  Asso- 
ciation, Princeton,  New  Jersey,  on  capital  markets,  interest  rates,  and  balance 
of  payments 

This  is  the  fourth  year  in  which  I  have  had  the  special  privilege  of  addressing 
this  Conference  of  distinguished  leaders  in  the  world  of  finance.  These  have 
been  years  of  remarkable  innovation  in  financial  practices  and  policies,  public 
and  private,  both  within  the  United  States  and  abroad.  Internationally,  we 
have  fashioned  a  framework  for  mutual  consultation  and  cooperation  that — 
measured  against  our  common  objectives  of  steady  growth  and  flourishing  world 
trade,  coupled  with  substantial  price  stability — has  proved  both  durable  and 
viable. 

But,  despite  much  excellent  progress,  our  international  financial  system  still 
suffers  from  a  disturbing  disequilibrium,  one  I  have  discussed  with  you  on 
previous  occasions.  This  is  the  seemingly  chronic  tendency  for  capital  to  flow 
between  countries  in  directions  and  in  amounts  that  impede  the  entire  process 
of  restoring  balance  in  the  payments  of  deficit  and  surplus  countries  alike. 

The  Group  of  Ten,  in  their  recent  study  ^  of  the  international  monetary  system, 
concluded  unanimously  that  ways  must  be  found  to  improve  the  process  of 
balance-of-payments  adjustment.  The  United  States  wholeheartedly  joined  in 
that  conclusion  and  welcomes  the  systematic  studies  of  this  matter  now  under- 
way in  Working  Party  III  of  the  OECD.  However,  if  these  studies  are  to  have 
truly  useful  results  they  must  face  up  to  the  stubborn  and  extremely  diflicult 
problem  posed  by  the  deep  structural  imbalances  in  the  world's  capital  markets 
that  have  enormously  complicated  the  smooth  functioning  of  the  adjustment 
meclianism. 

The  nature  of  the  problem  is  clearly  illustrated  by  developments  in  our 
balance  of  payments  last  year.  By  1964,  the  measure  we  had  undertaken  to 
improve  our  trade  position  and  to  reduce  the  balance-of-payments  impact  of  our 
aid  and  defense  programs  had  achieved  visible  and  gratifying  results.  Yet,  as 
you  know,  our  deficit  last  year  was  once  again  disappointingly  large,  primarily 
because  capital  had  poured  out  of  the  United  States  in  unprecedented  amounts — 
in  significant  part  to  the  strong  surplus  countries  of  Western  Europe.  The 
recent  Annual  Report  of  the  Monetary  Commission  of  the  European  Economic 
Community  highlighted  this  point,  noting  that  an  improvement  of  about  $3 
billion  in  U.S.  transactions  for  goods  and  services  and  Government  accounts 
liad  been  largely  offset  by  a  ,$2  billion  increase  in  private  capital  outflows. 

Within  the  basic  limitations  set  by  the  needs  of  an  underemployed  domestic 
economy,  the  United  States  throughout  the  last  four  years  had  been  alert  to 
the  fact  that  excessively  easy  money  at  home  could  only  aggravate  the  problem 
of  capital  outflows.  By  shifting  much  of  the  burden  for  promoting  domestic 
expansion  to  fiscal  policy  and  tax  reduction,  we  have  enabled  our  monetary 
authorities  to  move  gradually,  but  steadily,  to  an  essentially  neutral  monetary 
policy. 

Our  short-term  market  interest  rates  have  climbed  significantly  since  the 
19G0-61  recession,  responding  largely  to  two  half  point  increases  in  the  dis- 
count rate.  With  the  discount  rate  now  at  4  percent,  Treasury  bill  yields  are 
within  one-half  percent  or  so  of  their  postwar  high,  a  high  reached  only  briefly 
during  the  period  of  very  tight  money  in  1959.  Loan /deposit  ratios  of  banks 
have  gradually  climbed  to  a  postwar  peak,  and  other  traditional  measures  of 
bank  liquidity  have  conflrmed  a  gradual  tightening  in  their  position.  Tlie  Fed- 
eral Reserve  has  rather  steadily  reduced  the  free  reserves  of  the  banking  system, 
and.  for  the  past  month,  the  banks  have  actually  operated  with  a  small  net 
borrowed  reserve  position.  While  corporate  cash  flow  has  remained  high, 
liquidity  ratios  have  reached  the  lowest  levels  in  a  quarter  of  a  century. 

Clearly,  credit  has  remained  readily  available  in  the  United  States  throughout 
this  period,  and  our  bank  lending  and  long-term  interest  rates  are  still  low 
relative  to  most  other  countries.  But  it  is  also  a  palpable  fact  that  rising 
investment  opportunities  and  credit  demands  at  home,  combined  with  increases 
in  the  Federal  Reserve  discount  rate  and  greater  restraint  in  the  provision  of 
hank  reserves,  have  noticeably  reduced  the  ease  of  our  market.  Yet,  instead  of 
declining  in  response  to  these  developments,  the  capital  outflow  has  accelerated. 


^  See  19'64  annual  report,  exhibit  49. 
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This  fact  alone  casts  into  doubt  the  thesis  of  those  who  view  the  problem 
almost  entirely  in  terms  of  "excessive"  domestic  liquidity,  with  tighter  mone- 
tary policy  the  simple,  effective,  and  unique  remedy.  Naturally,  if  one  defines 
an  excess  of  liquidity  as  synonymous  with  an  excessive  capital  outflow,  I  sup- 
pose that  position  would  be  unassailable.  But  that  kind  of  analysis  bears  no 
realistic  relationship  to  the  difficulty  we  face  today.  All  it  does  is  to  define  away 
the  substance  of  a  very  real  and  tough  problem. 

In  my  judgment,  it  is  much  more  enlightening,  although  still  not  the  entire 
answer,  to  analyze  the  i)roblem  in  terms  of  differences  in  investment  profitability, 
rather  than  in  terms  of  liquidity.  Consider,  for  example,  the  outflow  of  funds 
for  direct  investment  abroad,  which  has  continued  to  rise,  reaching  $2.3  billion 
in  1964.  At  the  present  time,  many  American  flrms  clearly  believe  that  a  portion 
of  their  available  resources  can  be  most  profitably  invested  in  subsidiaries 
abroad.  That  calculation  rests  on  a  variety  of  familiar  considerations:  The 
more  rapid  growth  of  certain  foreign  markets  ;  a  desire  to  operate  inside  a  wall  of 
external  tariffs;  proximity  to  readily  available  raw  materials;  and  lower 
production  costs,  to  name  some  of  the  most  obvious  factors. 

But  perhaps  most  important  of  all  is  the  fact  that  U.S.  industrial  develop- 
ment so  far  exceeds  that  of  any  other  country.  This  has  brought  with  it  a 
degree  of  competition  that  is  unknown  anywhere  else  in  the  world.  Add  to  this 
our  enormous  flow  of  savings,  and  it  is  not  surprising  to  find  a  general  acceptance 
of  lower  rates  of  return  on  capital  in  this  country  than  prevail  elsewhere,  rates 
that  only  partially  reflect  differences  in  risks  between  investments  here  and 
abroad.  At  the  same  time,  our  businessmen  and  investors  tend  to  place  higher 
capital  values  on  prospective  earnings  than  is  the  case  elsewhere,  and  our  corpo- 
rations at  times  find  it  attractive  to  pay  higher  prices  in  the  acquisition  of  going 
concerns  abroad  than  would  seem  reasonable  to  local  investors. 

Whatever  the  specific  reason  that  particular  direct  investments  abroad  appear 
to  a  given  company  to  be  a  more  profitable  use  for  its  funds,  the  fact  is  that  we 
cannot  effectively  influence  this  judgment  by  simply  reducing  liquidity  and  tight- 
ening credit  at  horn.  So  long  as  the  basic  difference  in  profitability  remains, 
any  gain  in  terms  of  reduced  foreign  investment  will  entail  a  substantially  larger 
cost  in  terms  of  dampening  domestic  investment  as  well.  There  seems,  there- 
fore, little  warrant  either  in  theory  or  in  practice  for  basing  economic  policy  on  a 
presumption  that  corporate  managers  will  permit  considerations  of  the  rate  and 
availability  of  bank  credit  to  affect  their  decisions  on  foreign  investment,  while 
leaving  the  domestic  economy  untouched. 

In  the  broadest  sense,  international  differences  in  the  rate  of  return  on  in- 
vestment— as  these  differences  are  reflected  in  interest  rates  and  the  intensity 
of  demands  for  credit — also  lie  behind  the  accelerating  outflow  of  bank  loans 
and  other  credits  abroad.  This  structural  imbalance  forced  us  to  propose  the 
interest  equalization  tax  during  the  summer  of  1963.  It  effectively  increased 
the  cost  of  long-term  portfolio  credit  to  foreigners  in  developed  countries.  As 
a  result  the  outflow  of  long-term  portfolio  capital  in  1964  dropped  back  to  the 
lOr.O  level. 

The  plain  fact  is  that  foreign  borrowers  are  willing  and  able  to  pay  higher 
rates  than  domestic  borrowers  of  similar  credit  standing  with  free  access  to 
the  vast  resources  of  the  American  credit  market,  and  foreign  loans  are  thus 
in  many  instances  more  profitable  to  the  lending  banks.  The  same  is  true  for 
the  placement  of  liquid  funds  by  our  corporations.  But  the  massive  outflow 
of  these  types  of  credit  is  also  related  to  other  deepseated  structural  char- 
acteristics of  American  and  foreign  capital  markets. 

As  you  know,  with  rare  exceptions,  foreign  financial  markets,  even  in  coun- 
tries with  the  most  highly  developed  economies,  lack  a  large  and  fluid  short- 
term  money  market.  Long-term  bond  markets  are  usually  even  more  constricted. 
As  a  result,  in  most  other  countries  there  is  simply  no  effective  mechanism  by 
which  private  borrowers  and  lenders,  and  to  a  very  considerable  extent  govern- 
ments, can  readily  raise  or  dispose  of  large  sums  in  short  periods  of  time  in  the 
open  market.  Instead,  the  available  funds  within  each  country  are  channeled 
almost  entirely  through  a  relatively  few  big  institutions  dealing  with  individual 
customers  on  a  personalized  basis.  These  institutional  markets  are  fairly  well 
insulated  from  the  short-term  money  market,  and  frequently  respond  only 
sluggishly  if  at  all  to  the  actions  of  the  monetary  authorities. 

The  fluidity  and  size  of  the  market  available  to  most  private  borrowers 
abroad  is  further  impaired  by  the  fact  that  many  foreign  governments  preempt 
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a  very  large  fraction  of  the  savings  available  for  investment,  or  direct  it  into 
officially  sanctioned  uses,  frequently  with  a  sizeable  subsidy  for  preferred  bor- 
rowers added  along  the  way.  This  is  partly  a  natural  result  of  basic  social 
decisions  to  provide,  through  Government  social  insurance  programs,  the  pro- 
tection for  citizens  that  we  in  the  United  States  furnish  to  a  much  larger  extent 
through  private  insurance  and  private  industry.  But,  it  is  also  a  reflection, 
in  many  instances,  of  a  conscious  desire  to  provide  special  preferences  to  one 
major  group  of  borrowers  or  another,  and  to  maintain  a  high  degree  of  Gov- 
ernment control  of  national  economic  development.  In  either  case,  the  natural 
result  is  to  leave  those  businesses  and  other  borrowers  that  must  look  to  the 
remainder  of  the  market  more  or  less  perpetually  starved  for  funds,  and  with 
an  impelling  desire  to  seek  needed  capital  from  abroad. 

All  of  these  factors  have  contributed  to  a  structure  of  long-term  interest 
rates  in  Europe  that,  with  only  one  or  two  exceptions,  has  remained  throughout 
the  postwar  period  at  levels  that,  in  the  light  of  past  history,  are  usually 
high.  Official  discount  rates,  and  the  money  market  rates  more  immediately 
influenced  by  the  official  rates,  often  bear  little  relationship  to  the  loan  charges 
payable  by  local  borrowers.  And,  faced  with  constricted  internal  markets,  and 
thus  denied  a  full  range  of  fiscal  and  monetary  tools,  the  authorities  themselves 
often  find  it  essential  to  pursue  essentially  domestic  credit  objectives — and 
in  some  instances  even  to  finance  internal  budgetary  needs — through  adjust- 
ments in  external  flows  of  funds.  Sometimes  this  is  done  by  borrowing  directly 
from  abroad  and  sometimes  by  seeking  to  influence  the  external  borrowing  or 
placement  of  funds  by  their  commercial  banks. 

The  sheer  size  of  the  U.S.  economy  and  the  tremendous  volume  of  funds 
raised  in  our  credit  markets,  estimated  last  year  at  over  $70  billion,  help  account 
for  the  much  greater  fluidity  of  our  markets  and  their  ability  to  adjust  to,  and 
absorb,  large  domestic  or  foreign  demands  with  relative  ease.  But  it  is  not  a 
question  of  size  alone.  The  relative  freedom  of  the  market  mechanism,  and 
the  intensity  of  competitive  pressures  among  institutions  with  a  wide  variety 
of  investment  options,  permit  funds  to  flow  promptly  from  one  sector  of  our 
economy  to  another  in  response  to  changing  demands.  And,  a  long  history  of 
confldence  in  our  currency,  further  fortified  by  the  stability  of  our  prices  in 
recent  years,  has  encouraged  individuals  and  investment  institutions  to  commit 
funds  freely  at  long  term. 

As  a  result  of  the  pressure  of  the  huge  volume  of  private  savings  seeking 
investment  in  our  market,  our  long-term  interest  rate  structure  has  remained 
essentially  stable  during  the  past  four  years,  even  though  money  market  rates 
have  risen  by  IV2  percent  or  more  to  a  range  of  4  to  4%  percent.  As  a  result, 
the  differential  between  short-  and  long-term  rates  has  almost  disappeared. 
Nevertheless,  the  bond  market  has  continued  to  absorb  a  record  volume  of  long- 
term  financing  at  stable  rate  levels. 

Another  indication  of  the  strength  of  our  longer-term  markets  is  that,  over 
the  past  four  years,  they  have  not  merely  provided  the  vast  amount  of  funds 
necessary  to  support  high  levels  of  homebuilding,  a  remarkable  expansion  in 
business  investment,  and  the  rapidly  growing  needs  of  our  States  and  localities. 
Tliey  have  also  provided  funds  to  the  Government,  equal  to  the  entire  $28.8 
billion  Federal  deficit  during  the  first  four  years  of  this  Administration.  During 
that  period  more  than  that  amount  was  placed  in  savings  bonds  and  marketable 
debt  maturing  in  over  five  years.  This  achievement  is  reflected  in  the  increase 
of  almost  one  year  or  20  percent  in  the  average  length  of  the  marketable  debt 
to  a  level  last  seen  in  mid-1956. 

In  this  setting  we  could  not  expect  moderately  tighter  monetary  policies  to 
bring  the  needed  reduction  in  the  outflow  of  long-term  funds  abroad.  The  dis- 
parities in  the  structure  of  the  capital  markets  of  our  different  countries  are 
simply  too  great  to  permit  us  to  rely  heavily  on  that  approach  toward  adjust- 
ment. Much  more  is  needed  to  bring  interest  rates  here  and  in  other  indus- 
trialized countries  into  the  rough  alignment  that  is  surely  necessary  if  we  are 
to  put  a  permanent  end  to  the  destabilizing  capital  flows  that  have  charac- 
terized the  past  two  years. 

It  might,  of  course,  be  argued  that  extremely  tight  money  would  be  able  to 
do  the  job  if  continued  over  a  long  enough  period.  Such  a  policy  rests  on  the 
highly  doubtful  assumption  that  in  spite  of  our  huge  volume  of  savings  it  would 
be  technically  feasible — perhaps  by  drastically   reducing  the  money  supply — 
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to  raise  the  general  level  of  our  bank  and  long-term  interest  rates  by  the  l^^ 
to  2  percent  that  would  be  needed  to  achieve  interest  rate  parity  with  Europe. 

But  even  granting  that  assumption,  such  a  policy  would  surely  be  self- 
defeating.  Before  it  could  achieve  the  interest  rate  objective,  the  extreme 
restriction  of  credit  would  surely  move  us  toward  domestic  recession,  and  at  a 
time  when  our  economy  is  already  failing  to  use  its  resources  to  the  full.  A 
recession  would,  in  turn,  delay  our  fundamental  aim  of  creating  a  more  favorable 
climate  for  investment  in  the  United  States.  At  the  same  time,  it  would  rapidly 
create  forces  for  easy  money  that  would  be  likely  to  prove  irresistible.  Thus  the 
end  result  would  not  be  an  improvement  but  rather  an  aggravation  of  our 
balance-of -payments  problem. 

To  cite  these  limitations  and  difficulties  in  the  use  of  monetary  policy  is  not, 
of  course,  to  say  that  monetary  policy  does  not  have  a  useful  and  indeed  essen- 
tial role  to  play  in  helping  the  adjustment  process  in  the  United  States,  as  in 
other  countries.  It  has  played  such  a  role,  is  playing  such  a  role  now,  and  will 
continue  to  do  so  in  the  future.  In  fact,  as  I  suggested  earlier,  one  of  our 
chief  reasons  for  relying  primarily  upon  fiscal  policy  to  stimulate  the  domestic 
economy  was  to  give  monetary  policy  additional  freedom  in  coping  with  our 
balance-of-payments  problem.  And  I  can  assure  you  that  monetary  policy  re- 
mains fully  available  for  further  use  should  the  need  arise.  But  I  see  no 
realistic  prospect  that  the  full  burden  for  achieving  a  permanent  international 
adjustment  in  capital  flows  can  reasonably  be  thrust  on  American  monetary 
policy  alone  either  now  or  in  the  foreseeable  future. 

Instead,  as  I  have  suggested  before  to  this  group,  the  only  really  satisfactory 
long-range  solution  to  our  present  problem  of  excessive  capital  outflows  lies  in 
achieving  a  more  attractive  environment  for  investment  within  the  United 
States  through  tax  reduction  and  sustained  growth,  together  with  the  develop- 
ment of  far  larger,  far  more  efficient,  and  far  more  flexible  capital  markets 
abroad.  While  there  has  been  some  encouraging  progress  in  both  of  these 
directions,  much  more  remains  to  be  done. 

These  are,  of  course,  longrun  measui'es,  and  their  influence  on  capital  flows 
must  be  expected  to  emerge  only  slowly.  For  the  time  being,  the  existing  dis- 
equilibrium, and  the  urgency  of  reducing  our  deficit,  has  required  that  we 
seek  the  cooperation  of  our  banks  and  other  financial  institutions,  as  well  as 
of  our  industrial  firms,  in  voluntarily  reducing  the  flow  of  capital  abroad.  The 
response  of  those  asked  to  participate  in  this  voluntary  program  has  been  most 
gratifying.  The  effects  are  already  clearly  visible  both  in  the  foreign  exchange 
markets  and  in  our  preliminary  payments  statistics  which  point  to  a  sharp 
and  favorable  change  since  mid-February.  But  two  swallows  don't  make  a 
summer.  We  need  a  considerable  period  of  balance  to  offset  the  deficits  of  the 
past.  We  know  we  can  count  on  your  cooperation  in  achieving  this  vitally 
needed  result. 

But  the  success  of  our  present  program  does  not,  of  course,  meet  the  basic 
problem.  The  nations  of  the  free  world,  working  together,  must  develop  better 
means  for  influencing  capital  flows  within  a  basic  framework  of  free  markets 
and  national  objectives,  and  without  placing  intolerable  burdens  either  upon 
monetary  policy  or  iipon  the  resources  of  the  international  monetary  system. 

We  must  be  under  no  illusion  that  a  different  or  improved  international 
monetary  system  could  in  any  way  eliminate  the  need  for  adjusting  these  flows. 
But  these  two  questions  are  nonetheless  related,  for  one  of  the  basic  functions 
of  the  international  monetary  system  is  to  provide  sufficient  means  for  financing 
deficits  and  surpluses  to  permit  the  working  out  of  an  orderly  process  of 
adjustment. 

This  linkage  between  the  process  of  adjustment  and  the  international  monetary 
system  seems  to  me  to  be  at  the  source  of  much  of  the  confusion  and  difficulty 
evident  in  recent  international  efforts  to  develop  a  common  approach  toward  the 
further  evolution  of  the  international  payments  system.  Ail  the  major  countries 
are  fully  agreed,  I  believe,  on  the  need  for  developing  an  assured  method  of 
generating  international  liquidity  in  adequate,  but  not  excessive,  amoimts  as 
world  trade  and  production  increases  over  the  years  ahead.  This  much  clearly 
emerged  from  the  studies  of  the  Group  of  Ten  and  the  International  Monetary 
Fund  last  year. 

But  in  recent  months,  there  has  been  little  progress  toward  more  concrete 
agreement  on  methods  and  approaches.  The  pronounced  divergences  in  view 
that  have  been  evident  can,  I  believe,  be  traced  in  good  part  to  quite  different 
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assumptions  about  the  relationship  of  international  monetary  reform  to  the 
current  U.S.  payments  deficit. 

The  overriding  need,  in  one  European  view,  is  to  develop  a  mechanism  which 
would  force  a  prompt  end  to  our  payments  deficits.  We  fully  agree  with  these 
European  fx'iends  on  the  necessity  for  achieving  early  balance  in  our  inter- 
national accounts.  And  we  intend  to  achieve  this  goal  by  our  own  actions,  which 
now  for  the  first  time  cover  all  aspects  of  our  payments  problem. 

But,  in  assessing  the  problems  of  the  international  monetary  system,  our  con- 
cern and  that  of  a  niimber  of  other  countries  has  been  to  look  toward  the  future, 
when  thei'e  will  no  longer  be  an  American  payments  deficit  pumping  dollars  into 
the  reserves  of  other  countries.  So  the  thrust  of  our  thinking  has  been  to 
find  the  best  way  of  developing  supplementary  means  of  providing  the  liquidity 
that  is  likely  to  be  needed.  We  feel  that  this  can  only  be  done  gradually  and  by 
building  on  what  we  now  have.  And  we  emphatically  disagree  with  the  thesis 
recently  propounded  in  some  quarters  which  would  turn  back  the  clock  and 
embrace  an  outmoded  and  highly  i-estrictive  system,  a  system  that  would  surely 
cripple  the  growth  of  international  trade  and  commerce  as  our  deficit  was  ended. 

Under  the  circumstances,  with  these  broad  differences  of  approach,  any  final 
resolution  of  the  variety  of  issues  that  have  been  raised  seems  to  me  highly  un- 
likely until  the  United  States  has  brought  its  international  payments  into  balance. 
As  that  is  done  it  will  become  less  and  less  easy  to  ignore  the  potential  need  for 
supplementary  sources  of  reserve  assets  and  international  credit  facilities. 
Meanwhile,  difiicult  and  time  consuming  technical  studies  are  well  underway 
under  the  auspices  of  the  Group  of  Ten,  helping  to  clarify  the  issues  and  to 
evaluate  alternative  techniques.  These  studies  will.  I  believe,  provide  the  basis 
for  timely  agreements  on  ways  and  means  for  improving  the  present  monetary 
system  well  in  advance  of  any  urgent  need. 

In  looking  back  on  the  past  four  years,  and  on  the  postwar  i)eriod  as  a  whole, 
there  can  be  no  question  that  the  in-eseut  system — anchored  on  gold  and  the 
dollar,  and  effectively  supplemented  by  the  International  Monetary  Fund — has 
served  the  world  well.  The  extremes  of  inflation  and  deflation  characteristic  of 
other  postwar  periods  have  been  avoided.  Barriers  to  trade  have  been  lowered  or 
removed.  And,  in  this  environment,  the  vast  productive  capabilities  of  the  free 
world  have  been  released  to  the  benefit  of  us  all. 

The  challenge  for  the  future  is  to  build  further  on  this  system,  recognizing  its 
potential  weaknesses  and  shortcomings,  but  preserving  the  elements  of  strength 
and  flexibility  that  have  contributed  so  much  to  our  progress. 

In  this  area,  as  in  the  area  of  adjustmg  capital  flows,  I  have  no  fixed  blueprint 
to  offer  to  those  who  will  share  the  responsibility  for  developing  solutions.  I 
remain  confident,  however,  that  solutions  can  and  will  be  found,  provided  only 
that  the  United  States  discharges  its  own  immediate  responsibility  to  maintain 
the  full  strength  of  the  dollar  as  the  world's  primary  reserve  currency  by  achiev- 
ing an  early  balance  in  its  international  accomits.  And  with  the  help  of  you 
gentlemen  that  is  exactly  what  we  are  going  to  do. 


Exhibit  15.— Remarks  by  Secretary  of  the  Treasury  Dillon,  March  26,  1965, 
before  the  American  JBankers  Association  Symposium  on  Federal  Taxation, 
on  fiscal  and  tax  policy 

I  am  particularly  pleased  to  make  this,  my  last  public  speech  as  Secretary 
of  the  Treasury,  before  a  .gi-onp  vrhich  has  contributed  so  much  to  the  better 
understanding  of  economic  issues  over  the  past  four  years. 

In  the  light  of  our  experience  during  those  years,  I  would  like  to  consider  a  few 
of  the  problems  and  prospects  that  may  lie  ahead. 

Budgetary  policy 

I  have  no  doubt  that,  despite  our  better  understanding  of  economic  realities, 
a  great  deal  of  discussion  over  the  next  few  years  will  continue  to  center  around 
the  question  of  budget  deficits  and  balanced  budgets.  There  are  still  many  who 
hold  that  the  budget  should  be  balanced  every  year  or  at  least  over  some  veiT 
short  period  of  years,  no  matter  what  the  circumstances.  This  view  usually 
assumes  that  a  balanced  budget  is  entirely  neutral  in  its  economic  impact,  neither 
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inflationary  nor  deflationary,  and  thus  has  no  effect  at  all  upon  the  private 
economy. 

But  when  we  examine  the  facts  a  little  more  carefully,  we  discover  that  some 
taxes  are  more  deflationary  than  others  and  that  some  expenditures  are  less  in- 
flationary than  others — that  our  economic  performance  is  affected  by  the  struc- 
ture of  taxes  and  expenditures  as  well  as  by  their  level. 

When  we  scrutinize  the  administrative  budget,  which  is  the  budget  that  most 
people  want  to  balance,  we  find  a  whole  host  of  disparate  items.  In  that  budget, 
a  loan  is  treated  as  an  expenditure  in  exactly  the  same  manner  as  wages  paid, 
and  the  repayment  of  a  debt  to  the  Federal  Government  is  treated  as  a  revenue 
receipt  just  as  if  it  were  a  tax  collectiou.  It  would  certainly  be  surprising  if  the 
achievement  of  balance  between  the  so-called  expenditures  and  the  so-called 
revenues  of  such  a  budget  turned  out  to  have  a  neutral  effect  upon  the  private 
economy. 

A  far  more  realistic  approach  to  budget  making  is  to  consider  first  the  essential 
needs  that  must  be  met  by  Federal  expenditures.  We  can  then  estimate  the 
impact  of  these  expenditures  on  the  economy  in  the  light  of  foreseeable  revenues. 
Finally,  after  considering  the  economic  outlook,  we  can  make  whatever  adjust- 
ments appear  necessary  and  so  put  together  a  budget  that  both  meets  essential 
national  needs  and  produces  an  economic  impact  appropriate  to  existing 
conditions. 

In  1963,  for  example,  when  we  first  proposed  the  tax  cut,  and  again  in  early 
1964,  when  it  was  about  to  go  into  effect,  our  budgets  reflected  the  imperative 
need  for  restraint  in  public  expenditures  at  a  time  when  we  were  giving  expendi- 
tures in  the  private  sector  of  our  economy  so  large  a  stimulus  thi-ough  tax 
reduction. 

And  in  his  Budget  Message  of  this  year,  President  Johnson  recognized  that, 
if  we  are  to  continue  our  steady  progress  toward  the  twin  goals  of  full  em- 
ployment and  balanced  budgets,  we  must  move  carefully.  Thus,  while  the  pi-o- 
jected  deficit  of  $5.3  billion  for  fiscal  1066  was  $1  billion  less  than  that  projected 
"for  fiscal  1965,  the  President  found  room  to  include  a  prudent  amount  of  excise 
tax  reduction  designed  not  only  to  remove  inequities  but  also  to  insure  the  con- 
tinued expansion  of  our  economy. 

This  approach  means,  as  President  Johnson  has  amply  demonstrated,  that, 
while  on  the  one  hand,  we  must  provide  for  essential  national  needs,  whether 
they  be  economic,  social,  or  defense,  we  must  also  rigorously,  even  ruthlessly, 
seek  out  and  eliminate  waste  and  inefficiency  wherever  we  find  them. 

We  see  the  success  of  this  approach  in  the  fact  that,  over  the  past  four  years 
we  have  achieved  a  substantial  improvement  in  our  employment  situation  at 
the  same  time  that  we  have  compiled  an  outstanding  record  of  price  stability : 
a  record  which  stands  in  striking  contrast  to  the  pattern  of  steadily  rising  prices 
in  other  leading  industrial  nations. 

A  proper  concern  for  the  level  of  employment  and  for  the  requirements  of  the 
economy  need  not  lead  to  continuing  deficits.  If  we  can  keep  our  economy 
moving  steadily  ahead,  it  is  perfectly  feasible,  even  after  allowing  for  increases 
in  budget  expenditures  of  about  $3  billion  a  year  to  foresee  a  balanced  budget 
in  fiscal  1968,  just  three  years  from  now. 

In  evaluating  budget  policy,  past,  present,  and  future  we  must  always  bear 
in  mind  that  our  stubborn  balance-of-payments  problems  force  us  to  rely  less 
on  monetary  policy  and  more  on  fiscal  policy  in  fostering  economic  growth. 
As  you  know,  we  are  now  well  launched  upon  a  program  to  bring  our  balance- 
of-payments  deficits  to  a  swift  and  sure  end.  But  there  is  little  likelihood  that 
the  success  of  that  program  will  permit  us  to  shift  more  of  the  burden  of  sustain- 
ing domestic  economic  advance  to  monetary  policy.  High  interest  rates  abroad 
and  other  structural  imbalances  in  the  world's  capital  markets  will  force  us  to 
continue,  for  the  foreseeable  future,  to  place  our  chief  reliance  on  fiscal  policy 
to  keep  our  economy  healthy  and  strong. 

Flexibility  of  tax  rates 

But  fiscal  policy  will  not  fulfill,  as  it  must,  its  potential  as  a  force  for  strong 
and  stable  economic  growth,  until  we  can  employ  it  as  a  weapon  to  forestall — • 
and  not  merely  react  to — recession.  Thus,  the  President  recommended  in  his 
Economic  Message  that  the  Congress  take  steps  to  ensure  "that  its  procedures  will 
permit  rapid  action  on  temporary  income  tax  cuts  if  recession  threatens."  This 
is  a  reasonable  alternative  to  the  recommendation  made  by  the  Commission  on 
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Money  and  Credit  that  the  President  be  given  discretionary  authority  to  reduce 
tax  rates  when  recession  threatens.  For,  it  allows  us  to  deal  with  the  problem 
of  rapid  and  temporary  tiscal  adjustments  while  maintaining  unchanged  our 
traditional  congressional  control  over  taxes.  It  requires  only  the  assurance  of 
a  prompt  congressional  vote  whenever  a  temporary  tax  cut  proposal  is  made 
by  the  President.  The  Congress  can  adopt  whatever  procedures  it  believes  nec- 
essary to  assure  promi>t  action.  But  prompt  action  is  absolutely  essential  since 
delay  in  the  face  of  oncoming  recession  could  easily  cost  the  Nation  billions 
of  dollars  in  production  and  hundreds  of  thousands,  or  even  millions,  of  johs. 

Expenditure  policy 

No  matter,  however,  how  versatile  and  potent  a  weapon  we  make  of  tiscal 
policy,  we  will  continue  to  face  critical  choices  in  actually  bringing  it  to  bear 
upon  our  economic  needs  and  problems.  No  simple  arbitrary  formula  can  tell 
us  how  to  make  those  choices.  A  growing  economy  inevitably  brings  rising 
government  expenditures,  and  confronts  us  with  difhcult  decisions  (jn  how  those 
expenditures  should  be  made.  A  normal  year's  economic  growth,  such  as  an 
increase  of  ,$40  billion  in  gross  national  product,  means  that  total  expenditures 
in  our  society  will  have  grown  by  $40  billion.  For  that  is  .iust  what  GNP  is^ 
the  sum  of  all  the  final  expenditures  in  our  economy.  Much  of  this  growth 
can  and  should  be  in  the  things  we  buy,  privately  and  individually,  for  ourselves. 
But  as  our  economy  and  our  wealth  expand,  so  does  our  need  for  public  serv- 
ices, and  so  does  the  capacity  of  State,  local,  and  Federal  (Government  to  meet 
these  needs.  We  must  decide,  each  year,  how  many  of  our  urgent  public  needs 
we  should  meet  out  of  our  growing  productive  capacity,  which  programs  deserve 
priority,  and  which  can  be  cut  back. 

These  choices  inevitably  involve  tough  decisions  like  those  we  have  recently 
made  on  Navy  yards\  veterans'  hospitals,  and  Customs  collectors.  They  also 
involve  programs  of  enormous  promise,  such  as  the  Peace  Corps,  improved  edu- 
cation, or  the  war  on  poverty.  Too  often  in  the  past  such  decisions  have  simply 
been  the  accidental  byproducts  of  a  confrontation  between  an  alliance  of  the 
advocates  of  various  expenditure  programs  on  the  one  side  and  the  opponents 
of  all  expenditure  programs  on  the  other.  I  am  not  at  all  sure  that  this  ap- 
proach has  been  very  effective  in  weeding  out  expenditure  programs,  and  I 
particularly  doubt  that  it  has  succeeded  in  weeding  out  the  least  worthy  ones. 

But  here  again  there  is  an  alternative  approach,  which  is  simply  the  care- 
ful analysis  of  costs  and  benetits  in  particular  programs.  This  is  the  kind  of 
analysis  that  has  gone  into  the  development  of  our  defense  programs,  into  the 
veterans'  hospital  program  and  that  is  now  being  used  in  evaluating  the  super- 
sonic transport  program.  It  is  in  this  direction,  rather  than  in  arliitrary  budget 
ceilings,  that  we  must  seek  for  solutions  in  trying  to  allocate  exiienditures  be- 
tween the  public  and  the  private  sectors  of  our  economy. 

Apart  from  the  economic  aspect  of  our  fiscal  policy,  we  must  also  consider 
its  human  aspects.  That  is  why  we  have  emphasized  both  the  incentive  and 
the  equity  aspects  of  our  tax  proposals.  What  we  have  said  about  incentives 
has  fallen  on  fertile  soil,  but  what  we  have  said  about  equity  has  often  fallen 
on  harder  soil. 

While  we  all  agree  that  we  should  have  a  tax  system  that  is  progressive  in 
its  impact,  we  do  not  all  agree  on  just  how  progressive  it  ought  to  l)e.  This 
is  not  surprising,  but  it  has  its  unfortunate  aspects.  For  a  great  deal  of  our 
concern  about  this  problem  of  progression,  or  "vertical  equity"  has  uninten- 
tionally drawn  attention  away  from  the  equally  serious  problem  of  '"horizontal 
equity,"  the  unfair  tax  treatment  of  different  individuals  at  basically  similar 
income  levels. 

Capital  gains  at  death  and  the  estate  tax 

Perhaps  the  most  important  problem  in  this  area  of  horizontal  equity  lies 
in  the  treatment  of  capital  gains  at  death.  Under  our  present  law,  a  man  who 
accumulates  wealth  during  his  lifetime  from  earned  income  and  dividends  will 
pay  substantial  income  taxes  during  his  lifetime  on  this  income  and  estate  taxes 
will  also  be  levied  on  what  he  has  left.  Yet  a  second  man  whose  investment  has 
been  in  low  dividend,  high  growth  stocks  may  accumulate  the  same  amount  of 
wealth  through  increasing  stock  values.  If  he  keeps  these  securities  for  his 
entire  lifetime,  he  will  receive  the  same  estate  tax  treatment  as  the  first  man, 
but  will  never  have  paid  any  income  tax  on  the  increase  in  his  wealth. 
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I  see  no  justification  for  such  widely  disparate  tax  treatment  of  two  individ- 
uals who  through  choice  or  circumstance  happen  to  follow  a  different  financial 
strategy  for  making  money.  Such  treatment  distorts  the  natural  pattern  of 
investment  by  placing  a  high  premium  on  tax  advantage.  Why  sell  an  asset 
whose  value  has  increased  and  thereby  incur  a  capital  gains  tax,  if  that  tax 
can  be  avoided  by  holding  on  to  the  asset  until  death?  By  thus  interfering 
with  the  free  flow  of  capital  in  the  mai'ket  we  unintentionally  sap  the  vitality 
of  our  free  enterprise  system  and  harm  both  the  economy  and  the  Nation.  In 
addition,  such  treatment  of  capital  gains  erodes  the  tax  base  and  increases  the 
tax  burden  on  all  who  cannot  benefit  from  this  provision. 

In  the  light  of  the  Administration's  unsiiccessful  efforts  to  solve  this  prob- 
lem in  1963,  it  seems  likely  that  consideration  of  possible  alternatives  for  pro- 
viding more  equitable  treatment  of  capital  gains  at  death  should  be  coupled 
with  a  thorough  review  of  our  taxes  on  estates  and  gifts.  These  taxes  have  not 
been  subjected  to  such  a  review  for  many  years  and  their  modernization  de- 
serves a  high  priority.  For  one  thing,  a  thorough  review  of  estate  tax  exemp- 
tions and  rate  schedules  seems  clearly  in  order. 

Treatment  of  lower  income  taxpayers 

On  the  problem  of  vertical  equity,  the  treatment  of  taxpayers  at  different  in- 
come levels,  there  has  been  much  concern  over  how  the  tax  burden  is  distributed 
between  the  very  rich  on  the  one  hand  and  everyone  else  on  the  other.  As  a 
result,  we  have  given  little  attention  to  the  progressivity  of  our  system  in  the 
middle-  and  lower-income  groups,  which  include  most  of  our  citizens. 

The  fact  is  that  our  tax  system  involves  very  little  progression  between  the 
lowest  brackets  and  those  of  taxpayers  with  up  to  about  $1.5,000  of  income. 
Furthermore,  whatever  progressivity  the  individual  income  tax  has  at  these 
levels  is  offset  to  a  considerable  extent  by  regressive  taxes  elsewhere  in  our 
tax  system. 

Clearly,  we  do  not  give  adequate  tax  relief  to  those  with  very  low  incomes. 
For  instance,  the  biggest  jump  in  progressivity  is  at  the  start  of  the  very  first 
bracket,  where  we  jump  from  a  zero  rate  all  the  way  to  14  percent. 

Although  it  may  be  surprising  to  some,  the  fact  is  that,  over  time,  the  income 
tax  bite  increases  more  at  low  levels  than  it  does  at  high  levels.  In  19.5.5  the 
poorest  one-fifth  of  American  families  had  an  average  income  tax  rate  of  2.9 
percent.  By  1961  this  had  risen  to  3.6  percent.  On  the  other  hand,  the  5  per- 
cent with  tiie  highest  incomes  had  an  effective  tax  rate  of  18.9  percent  in  both 
years  even  though,  in  1955,  that  5  percent  included  all  families  with  incomes  of 
over  $13,000,  and  in  1961  it  only  included  families  with  incomes  of  over  $16,400. 
Clearly  an  income  tax  with  fixed  rates  and  exemptions  tends  to  become  less  and 
less  progressive  with  the  passage  of  time. 

These  considerations  bear  directly  upon  our  current  intention  to  reduce  ex- 
cise taxes,  which  are  particularly  regressive.  In  the  longer  run,  they  require 
that  we  give  serious  thought  to  the  structure  of  our  tax  system  at  the  lower 
income  levels.  We  made  a  beginning  in  this  direction  in  the  Revenue  Act  of 
1964  with  the  minimum  standard  deduction,  a  new  method  of  lessening  the  tax 
burden  of  those  who  can  least  afford  to  carry  it.  But  both  interests  of  tax 
fairness,  as  well  as  the  need  to  lighten  the  burden  of  true  poverty,  call  for  fur- 
ther action. 

Relationship  between  the  corporate  and  the  individual  income  tax 

The  final  issue  of  tax  equity  I  would  like  to  stress  concerns  the  interrelation- 
ship between  the  corporate  tax  and  the  individual  income  tax.  We  often  hear  the 
claim  that  dividends  are  subject  to  double  taxation.  But  if  one  devotes  any 
time  to  this  matter,  it  becomes  quite  clear  that  at  some  income  levels  and  with 
some  dividend  distribution  policies,  the  total  tax  burden  on  corporate  income 
can  be  less  than  the  total  tax  burden  on  income  earned  directly,  say,  through  a 
proprietorship  or  a  partnership. 

One  serious  problem  is  the  question  of  just  who  ])ays  the  corporate  tax. 
There  has  been  a  great  deal  of  theoretical  speculation  about  this  very  complex 
problem.  Yet  even  with  the  careful  statistical  analyses  of  recent  years  we  are 
still  far  from  agreement. 

Should  we  eventually  decide  that  the  tax  is  largely  borne  by  shareholders, 
the  issue  of  the  so-called  double  taxation  of  dividends  must  then  be  considered 
hand-in-hand  with  the  issue  of  the  appropriate  treatment  of  retained  earnings. 
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For  retained  eai-niiigs  ultimately  increase  stock  values  and  so  contribute  to 
capital  gains,  which  brings  us  back  full  circle  to  issues  such  as  the  treatment 
of  capital  gains  at  death. 

These,  then,  are  some  of  the  many  problems  and  prospects  that  lie  ahead  in 
fiscal  and  tax  policy.  What  is  clear  is  that  our  problems  are  continually  chang- 
ing. If  we  are  to  keep  up  with  the  times  we  must  contiiuially  attack  them 
with  the  newest  and  best  tools  of  analysis  in  a  climate  as  free  as  possible  of 
old  prejudices.     That  is  the  unchanging  challenge  that  is  always  before  us. 


Exhibit  16. — Remarks  by  Secretary  of  the  Treasury  Fowler,  April  17,  1965, 
before  the  annual  convention  of  the  American  Society  of  Newspaper  Editors, 
on  economic  policy 

I  am  particularly  happy  to  make  this,  my  first  full-fledged  speech  as  Secretary 
of  the  Treasury,  before  a  group  that  plays  so  vital  a  role  in  informing  the 
American  public  about  the  complex  and  critical  issues  that  confront  our  nation. 

As  I  do  so  I  am  conscious  that  I  observe  a  precedent  set  four  years  ago 
when  my  distinguished  predecessor  and  good  friend,  Douglas  Dillon,  made  his 
maiden  economic  address  as  Secretary  of  the  Treasury  before  this  very  same 
group. 

In  that  address,  he  set  forth  a  two-fold  program  to  bring  us  closer  to  our 
economic  goals :  First,  a  complete  overhaul  of  our  tax  system  to  augment  in- 
centive, initiative,  and  effort  in  the  private  sector  of  our  economy  ;  and,  second,  an 
overall  monetary  approach  to  assure  the  ample  availability  of  long-term  credit  so 
essential  to  domestic  growth  while  maintaining  short-term  rates  at  levels  high 
enough  to  prevent  any  excessive  outflow  of  dollars  abroad.  These  policies,  he 
declared,  would  lead  us,  and  I  quote,  "to  a  period  of  growth  and  prosperity  during 
the  sixties  such  as  this  Nation  has  never  known." 

Next  month,  the  economic  expansion  that  began  in  February  of  1961  will 
become  the  longest  in  the  entire  history  of  our  nation,  except  for  the  expansion 
that  included  World  War  II.  There  could  be  no  better  testimony  to  the  success 
of  our  economic  policies  over  the  past  four  years. 

As  Under  Secretary  of  the  Ti-easury  I  was  privileged  to  participate  in  the 
first  formation  of  those  policies  and  to  assist  at  every  major  stage  of  their 
development,  adoption,  and  execution.  I  am  convinced  we  must  continue  to 
build  upon  those  policies,  improving  them  as  we  can,  and  adapting  them  to  meet 
new  problems  and  new  needs.  But  policies  cannot  be  static  in  a  world  as  rapidly 
changing  as  ours.  The  problems  and  prospects  we  face  today  could  scarcely 
be  more  different  from  those  we  faced  four  years  ago. 

According  to  the  Gallup  Poll  published  yesterday,  the  American  people  consider 
economic  problems  the  least  impcu'tant  facing  the  Nation,  in  contrast  to  the 
people  in  many  countries  abroad  who  cite  economic  i)roblems  as  their  most 
important.  And  the  latest  quarterly  report  on  consumer  attitudes  by  the  Univer- 
sity of  Michigan  finds  consumer  confidence  in  the  Nation's  economic  outlook  at 
its  highest  level  since  19r»G.  The  business  community  continues  to  demonstrate 
through  its  investment  plans  and  behavior  that  it  shares  this  same  solid  confi- 
dence in  our  economic  prospects.  But  while  our  grounds  for  confidence  are 
indeed  firm,  we  must  never  make  the  cardinal  mistake  of  taking  continued 
progress  as  a  foregone  conclusion.  For  continued  progress  rests  on  the  continued 
success  of  proper  government  policies  and  private  effort.  And  to  judge  what 
those  policies  and  that  effort  must  be  if  we  are  to  sustain  the  current  upsurge, 
we  must  undei'stand  \\  hat  they  have  been  in  the  past,  how  the  best  features 
can  be  conserved  and  built  upon  for  the  future.  It  will  be  our  purpose  to  appraise 
the  i>ast  as  a  basis  for  the  future. 

Certainly,  the  expansion  we  now  enjoy  was  far  from  a  foregone  conclusion 
four  years  ago. 

Then  we  were  just  emerging  from  our  fourth  postwar  recession,  acutely  aware 
that  each  of  the  three  prior  recessions  had  been  followed  by  shorter  and  weaker 
recoveries,  and  that  the  previous  rece.ssion  had  produced  the  largest  peacetime 
budget  deficit  in  our  history.  Unemployment  was  intolerably  high.  Business 
investment  was  far  less  than  we  needed  to  generate  more  vigorous  and  viable 
economic  growth  and  maintain  a  strongly  competitive  position  in  world  markets, 
including  our  own  home  market  which  was  becoming  increasingly  open  to  import 
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competition.  At  tlie  same  time,  a  series  of  balance-of -payments  deficits — aver- 
aging, on  tlie  basis  of  regular  transactions,  almost  $4  billion  a  year  from  1958-60 — ■ 
had  made  us  vulnerable  on  the  international  front. 

We  were  firmly  convinced  that  the  only  final  answer  to  our  problems  on  both 
the  domestic  and  international  fronts  lay  in  reinvigorating  the  private  sector  as 
the  prime  mover  in  the  achievement  of  our  economic  goals.  The  private  economy 
simply  could  not  do  its  job  as  long  as  incentives  were  dulled  and  it  continued 
to  labor  under  excessively  high  wartime  tax  rates,  rates  originally  applied  to 
restrain  strong  inflationary  pressures  that  accompanied  wars  and  emergencies. 

Our  first  step  was  to  redouble  the  incentives  for  greater  private  domestic 
investment  in  new  plant  and  equipment — investment  that  had  been  lagging  for 
far  too  long  and  whose  strength  was  essential  if  we  were  to  have  a  firm  founda- 
tion for  sustaining  uninterrupted  economic  growth  for  any  long  period  of  time. 
The  Revenue  Act  of  1962  granted  a  tax  credit  of  7  percent  on  new  investment 
in  machinery  and  equipment,  and  in  that  same  year  the  Treasury  reformed  and 
liberalized  the  tax  treatment  of  depreciation.  Together  with  the  cut  in  the 
<-orporate  tax  rate  contained  in  the  Revenue  Act  of  1964 — amounting  to  some 
.$2.7  billion  at  current  income  levels — these  measures  have  raised  the  profit- 
ability of  a  typical  investment  in  new  equipment  by  more  than  one-third. 

We  complemented  our  initial  move  to  accelerate  private  investment  by  reduc- 
ing substantially  personal  income  tax  rates  across  the  board,  thereby  cutting 
more  th;in  $11  billion,  at  current  income  levels,  from  the  tax  load  borne  by 
individual  taxpayers,  thus  providing  a  massive  increase  in  private  demand. 

To  these  tax  measures  for  expanding  the  role  of  our  private  sector,  we 
joined  a  rigorous  program  of  control  over  Government  expenditures,  a  program 
that  has  reached  new  heights  of  intensity  and  effectiveness  under  the  leadership 
of  President  Johnson.  In  his  administrative  budgets  thus  far — those  covering 
fis<'al  years  196.1  and  1966 — President  Johnson  has  held  total  expenditure 
increases  down  to  an  average  of  .$1  billion  a  year,  .$2  billion  or  two-thirds,  less 
than  the  average  annual  increase  of  $3  billion  over  the  previous  10  years. 

The  response  of  the  private  economy  to  these  policies  has  been  magnificent. 
From  the  first  quarter  of  1961  to  the  quarter  just  ended,  our  gross  national 
product  h:is  grown  by  an  average  of  more  than  .j  pei'cent  a  year,  in  constant 
prices.  The  unemployment  rate  has  fallen  from  6.9  percent  in  February  of  1961 
to  4.7  percent  last  month,  a  7-year  low.  At  the  same  time,  we  have  gained  some 
5  million  jobs,  including  1.7  million  in  the  last  12  months.  Particularly  sig- 
nificant is  the  600,000  job  gain  in  manufacturing  over  the  last  12  months,  bring- 
ing total  manufacturing  employment  back  around  the  peak  level  of  I7I/2  million 
for  1953,  despite  the  tremendous  technological  advances  in  labor-saving  devices 
in  this  period.  Profits  have  reached  new  highs  each  year,  for  a  total  gain  of 
over  60  percent  in  profits  after  taxes.  Business  investment  in  new  plant  and 
equii)ment  has  recovered  sharply  from  its  tendency  during  the  1950's  to  lag 
or  decline.  This  year's  planned  expenditures  for  plant  and  equipment  stand, 
according  (o  the  latest  official  survey,  at  $50.2  billion,  or  more  than  double  the 
level  of  a  decade  ago.  And  the  $14.5  billion  growth  in  those  expenditures  for 
the  5  years  1961-65  exceetls  by  $4.1  billion  the  increase  for  the  entire  decade 
of  the  fifties.  And,  after  taxes  and  in  constant  dollars,  average  i:>er  capita 
income  has  grown  by  an  average  of  3%  percent  a  year.  And  these  have  been 
real  gains — preserved  by  a  record  of  price  stability — unmatched  by  that  of  any 
other  major  industrial  country. 

Our  resurgent  economic  performance  since  early  1961  has  added  more  than 
$100  billion  in  real  terms  to  our  national  output,  a  total  that  far  exceeds  the 
entire  added  output  during  the  same  period  by  all  of  Western  Europe.  As  a 
yardstick,  one  might  remember  that  this  added  slice  on  our  national  cake  in 
the  last  four  years  exceeds  the  entire  gross  national  product  of  France  and 
Belgium.  In  fact,  the  increase  alone  in  our  national  output  over  the  past  four 
years  .surpasses  the  total  national  output  of  any  other  nation  of  the  free  world, 
and  continues  to  widen  the  already  enormous  distance  that  separates  our  ability 
to  produce  from  that  of  the  Soviet  Union. 

These  are  the  gains,  and  the  policies,  upon  which  we  must  build,  for  they  offer 
us  solid  ground  from  which  we  can  move  confidently  into  the  future.  These, 
however,  are  not  the  only  gains  the  past  four  years  have  brought  us.  For 
underlying  all  these  is  an  achievement  whose  importance  is  impossible  to 
measure  and  equally  impossible  to  overemphasize. 
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I  speak  of  the  remarkable  degree  of  cooperation,  uuderstanding,  and  mutual 
confidence  that  has  gradually  emerged  over  the  past  4  years  between  business 
and  labor  and  Government.  As  we  have  pursued  policies  to  fashion  a  better 
balance  between  the  public  and  private  sectors,  business  and  labor  and  Govern- 
ment have  moved  together  in  a  growing  partnership  for  progress.  Tliey  have 
discovered  that  by  pulling  together  they  can  achieve  much  more  than  by  pulling 
apart.  They  have  become  more  concerned  about  working  together  toward 
greater  abundance  for  all  and  less  concerned  about  who  receives  the  greater 
marginal  advantage — and  the  result  has  been  greater  wage-income  for  the 
workingman,  greater  profits  for  the  businessman  and  the  investor,  and  greater 
revenues  for  meeting  the  demands  on  Government  at  lower  tax  rates  for  the 
taxpayer.  And  these  results  merely  suggest  what  accomplishments  the  fiiture 
may  hold  as.  more  and  more,  we  bring  to  bear  the  full  resources  of  this  Nation 
in  a  concerted  attack  upon  the  problems  that  confront  it.  An  essential  in- 
gredient in  this  better  understanding  between  business,  labor,  and  Government 
is  national  leadership.  No  man  in  our  long  national  history  has  done  more 
or  labored  with  greater  intensity  to  bring  about  this  understanding  than 
the  man  in  the  White  House.  He  works  at  it  night  and  day.  And  his  example 
is  one  for  all  of  us  to  follow  if  we  are  to  sustain  our  recent  advances  and  cope 
with  the  emergent  problems  of  our  time. 

We  are  fortunate  that  the  problems  before  us  today  are  vastly  different  from 
those  that  loomed  ahead  four  years  ago.  For  those  early  problems,  domestically, 
at  least,  were  largely  the  product  of  our  failure,  while  our  problems  today 
issue,  in  large  part,  from  the  very  success  of  our  laljors  over  the  last  four  years. 

Desjiite  the  sure  progress  we  have  made  in  creating  more  jobs  we  have  yet 
to  reach  our  interim  goal  of  4-percent  unemployment.  To  reach  that  goal,  we 
must  sustain  a  steady  growth  in  demand,  a  growth  to  which  Government  fiscal 
policies  have  made,  and  will  continue  to  make,  a  vital  contribution. 

The  prudent  amount  of  excise  tax  reduction  we  have  scheduled  for  the  last 
half  of  this  year,  while  improving  our  tax  structure,  will  also  help  sustain  our 
economic  momentum  by  expanding  private  purchasing  power.  At  the  same 
time,  it  will  offer  new  incentives  for  price  reductions.  But  the  excise  tax 
reduction  must  be  a  prudent  amount,  not  an  excessive  one  that  will  interrupt 
the  movement  of  the  last  two  years  from  large  budget  deficits  towards  balance 
as  the  economy  moves  forward  to  the  objective  of  full  employment  with  balanced 
budgets  or  surpluses. 

While  our  economy  is  still  not  operating  at  full  potential,  we  may  approach 
the  point  where  growing  demand  alone  cannot  make  the  inroads  upon  unemploy- 
ment we  want  without  undermining  the  gains  in  efficiency  we  need  or  exerting 
a  strain  upon  our  prices.  This  means  growth  in  demand  must  be  accompanied 
by  a  broad  and  growing  attack  on  so-called  hard  core,  or  structural,  unemploy- 
ment. Through  such  programs  as  Manpower  Retraining  and  the  Job  Corps  we 
are  just  beginning  to  mount  such  an  attack. 

In  addition  to  the  compassion  we  share  with  all  for  those  who  lack  opportunity, 
there  are  hard-bitten  financial  and  economic  reasons  why  the  Treasury  was  and 
will  continue  to  be  in  the  forefront  of  those  supporting  the  efforts  of  the  Depart- 
ment of  Labor  and  the  Office  of  Economic  Opportunity  in  this  area. 

The  need  to  reduce  structural  unemployment  and  the  need  to  preserve  price 
stability  are  two  of  the  paramount  challenges  we  face  in  the  domestic  economic 
field.  And  any  effective  answer  to  these  challenges  cannot  come  from  Govern- 
ment programs  alone,  it  must  come,  on  the  contrary,  from  the  joint  effort  of 
Government  and  the  private  sector.  In  this  country  we  have  long  been  familiar 
with  private  programs  to  train  or  retrain  the  unskilled  and  to  place  them  in 
productive  jobs.  But  surely  there  is  enormous  room,  and  need,  for  more  pro- 
grams of  this  kind.  And  most  critical  of  all  is  the  need  for  private  industrv-  to 
seek  ways  of  synchronizing  its  recruitment  policies  with  these  retraining  pro- 
grams, whether  public  or  private.  The  time  has  come  for  America  to  take  the 
same  pi-ivate  initiative  and  ingenuity  that  have  fashioned  the  most  powerful 
economic  machine  in  history  and  apply  them,  more  and  more,  to  the  task  of 
helping  the  many  poor  or  disadvantaged  in  our  society  who  do  not  fully  share 
in  its  abundant  life. 

At  the  same  time,  nothing  could  be  so  foolish  or  so  wasteful  as  to  expend  our 
talents  and  our  resources  in  trying  to  sustain  our  economic  upsurge  and  extend 
its  benefits  to  more  and  more  of  our  citizens,  if  we  fail  to  protect  our  hard-won 
gains  against  inflation.     The  policies  of  this  Administration  will  continue  to 
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support  strong  and  sound,  but  not  excessive,  growth  in  our  economy  and  in  the 
availability  of  credit  essential  to  that  kind  of  growth.  For  its  part,  the  Treasury 
will  continue  to  manage  the  public  debt  prudently,  seeking  to  place  any  increase 
in  that  debt  in  the  hands  of  private  savers  rather  than  in  commercial  banks, 
where  it  might  contribute  to  inflation. 

But  continued  wage  and  price  stability  must  depend  in  the  future,  as  it  has 
in  the  past,  upon  the  determination  of  American  business  and  American  labor 
to  avoid  wage  rises  that  outdistance  our  gains  in  productivity  and  price  rises 
not  justified  by  actual  cost  increases.  Wage  and  price  stability  is  vital  to  both 
our  balance  of  payments  and  our  domestic  economic  progress,  and  it  is  to  Ameri- 
can business  and  American  labor  that  we  must  look  to  maintain  it. 

On  the  international  financial  front,  as  in  our  home  economy,  we  can  meet 
the  challenges  before  us  with  the  full  confidence  that  we  deal  from  a  position 
of  growing  strength.  As  President  Johnson  pointed  out  in  his  Balance-of-Pay- 
ments  Message  earlier  this  year,  we  have  the  world's  most  productive  and 
efficient  economy,  the  world's  largest  supply  of  gold,  the  world's  sti'ongest  credi- 
tor position,  and — by  virtue  of  our  fine  record  of  price  stability — the  world's 
most  favorable  trade  position. 

Therefore,  let  there  be  no  confusion:  our  bnlance-of-pa.vments  problem  bears 
no  kinship  to  the  classic  pattern  in  which,  because  it  cannot  compete  success- 
fully, one  country  cannot  sell  as  much  goods  and  services  as  it  buys.  Our  com- 
mercial trade  surplus  last  year  stood  at  $3.7  billion,  over  $1  billion  larger  than 
it  was  four  years  ago,  and  more  than  twice  the  size  of  West  Germany's,  the 
next  largest  in  the  world.  And  our  private  investments  abroad  exceed  the  total 
of  foreign  investment  in  the  United  States,  plus  all  other  liabilities  to  foreigners, 
by  some  $18  billion,  a  figure  that  grows  larger  every  year. 

Moreover,  the  hard-won  improvement  in  our  competitive  position,  the  balance- 
of-payments  measures  that  we  have  employed  over  the  past  four  years,  and 
our  rising  returns  from  private  foreign  investment,  have  brought  us  some  $3.5 
billion  worth  of  balance-of -payments  improvement,  enough,  all  else  aside,  to 
have  given  us  virtual  I)alance  in  our  payments  last  year. 

In  a  climate  of  wage-price  stability,  our  tax  measures  to  heighten  incentives 
and  encourage  greater  productivity  at  home,  along  with  numerous  direct  aids 
to  exports,  have  helped  make  American  business  a  formidable  competitor  indeed 
in  markets  abroad,  as  our  huge  trade  surplus  demonstrates. 

We  have  also  reduced  by  almost  $500  million  the  annual  balance-of-payments 
cost  of  a  foreign  aid  program  of  far  larger  dollar  dimensions.  Today,  85  percent 
of  our  foreign  aid  commitments  are  spent  for  American  goods  and  services.  In 
spite  of  rising  costs  abroad,  we  have  cut  $700  million  from  our  net  military 
expenditures  abroad. 

Despite  these  improvements  we  had,  as  you  know,  a  balance-of-payments 
deficit  last  year  of  $3  billion,  largely  the  result  of  swelling  private  capital  out- 
flows that  last  year  amounted  to  $6.4  billion,  $2.5  billion  more  than  in  1960,  and 
$2.1  billion  more  than  in  1903. 

The  President's  new  program  calls  for  redoubling  all  our  prior  balance-of- 
payments  efforts.  But  most  important,  it  asks  our  businesses  and  banks  to 
cut  down  on  the  flow  of  our  capital  abroad,  until  new  arrangements  in  the 
international  monetary  system  and  improved  capital  markets  abroad  offer 
assurance  that  uninhibited  capital  flows  will  not  endanger  the  dollar.  Over  the 
next  few  weeks  we  will  have  some  first  hard  figures  to  show  exactly  how  success- 
ful that  voluntary  effort  has  been  thus  far.  But  we  have  only  to  look  abroad 
and  see  how  much  dearer  and  scarcer  dollars  have  become  to  recognize  what 
good  results  that  effort  has  already  yielded. 

I  have  no  doubt  that  this  voluntary  program  will  succeed.  And  surely  there 
can  now  be  no  doubt  in  anyone's  mind,  here  or  abroad,  that  American  Govern- 
ment and  American  business  are  determined  to  bring  our  balance-of-payments 
deficits  to  a  swift  and  sure  end.     End  them  we  must,  and  end  them  we  shall. 

We  do  not,  however,  conceive  of  the  voluntary  program  as  a  final  or  funda- 
mental solution  to  our  balance-of-payments  problem.  Nor  do  we  join  with  those 
who  would  have  us  hide  within  a  tight  protective  shell  of  direct  controls  or  rashly 
risk  harm  to  our  domestic  economy  by  applying  a  hard  lirake  to  credit  expansion. 
On  the  contrary,  the  more  lasting  solution  to  our  balance-of-payments  problem 
must  continue  to  come  from  our  unflagging  efforts  to  make  our  economy  con- 
tinually more  competitive  in  world  markets  and  continually  more  attractive  and 
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more  accessible  to  foreign  capital.  It  must  come,  as  well,  from  European  efforts 
to  improve  their  own  capital  markets,  markets  whose  dehciencies  become  more 
apparent  as  our  interim  measures  to  halt  excessive  capital  outtlows  take  flrmer 
and  lirmer  hold. 

Our  very  success  in  moving  toward  lasting  balance  in  our  payments  has  begun 
to  throw  into  sharper  relief  a  potential  problem  in  our  international  payments 
system,  a  problem  that  will  re(iuire  concerted  attention  in  the  months  ahead. 
For  the  United  States  can  no  longer  afford  to  furnish  .steady  increases  in  inter- 
national liquidity  through  deficits  in  our  international  payments.  As  those 
deficits  dwindle,  it  will  become  more  and  more  urgent  that  we  progress  toward 
some  agreement  with  our  foreign  friends  on  ways  to  strengthen  the  interna- 
tional monetary  system  and  assure  ample  liquidity  for  expanding  world  trade. 

Thus,  on  both  the  international  and  domestic  economic  fronts,  we  do  not  suffer 
from  any  lack  of  challenge,  or  any  lack  of  opportunity.  But  there  is  no  chal- 
lenge and  no  opportunity  before  us  which  we  are  not  far  more  able  to  meet  than 
we  were  four  years  ago.  If  we  continue  to  build  upon  the  progress  and  the 
policies  of  those  years,  we  can  look  forward  in  all  sober  confidence  to  sustained 
economic  progress  on  all  fronts  far  into  the  foreseeable  future. 

Our  failures  during  the  fifties  taught  us  that  we  cannot  fashion  successful 
economic  i>olicies  by  remaining  in  thrall  to  some  abstract  theory,  or  by  adhering  to 
some  doctrinaire  dictum  of  the  past.  They  taught  us  the  folly  of  exclusive  or 
excessive  reliance  upon  one  policy  instrument  for  a  single  solution  to  all  our 
problems. 

The  success  of  the  past  four  years  has  demonstrated  how  our  various  instru- 
ments of  economic  policy — tax  policy,  expenditure  policy,  monetary  policy,  and 
many  privately  woven  policies,  as  for  example,  the  avoidance  of  unstabiliziug 
action  in  the  field  of  wages,  prices,  and  inventories — can  work  together,  in  proper 
proportions  and  with  sound  balance,  to  move  us  simultaneously  toward  multiple 
economic  goals.  Each  policy  instrument  has  its  strengths  and  its  limitations 
under  given  conditions.  The  task  is  to  coordinate  these  instruments  in  ways 
that  respond  to  the  needs  of  a  complex  and  rapidly  changing  economic  scene. 

To  suci-eed  in  that  task  requires  that  our  approach  be  pragmatic  rather  than 
dogmatic,  balanced  rather  than  extreme,  resilient  rather  than  rigid.  It  requires 
that  the  public  and  the  private  sector  of  our  economy  work  as  partners  in  the 
pursuit  of  our  national  economic  goals.  We  have  seen  what  surpassing  ac- 
complishments can  come  from  following  this  path.  If  we  but  continue  to  fol- 
low it,  I  see  no  end  to  those  accomplishments. 
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Statement  on  the  budget  for  lOOG,  published  in  hearings  before  the  Committee 
on  Appropriations,  House  of  Representatives,  S9th  Congress,  1st  session,  January 
28,  1965,  pages  30-35. 

Monetary  Developments 

Exhibit  IS. — Statement  by  Secretary  of  the  Treasury  Dillon,  February  1,  1965, 
before  the  House  Committee  on  Banking  and  Currency,  on  H.R.  3818,  an  act 
to  eliminate  the  provision  of  existing  law  that  Federal  Reserve  banks  hold 
gold  certificates  equivalent  to  at  least  25  percent  of  their  own  deposit 
liabilities 

I  welcome  this  opportunity  to  discuss  H.R.  3818,  which  would  implement  a 
recommendation  by  the  President  in  his  Economic  Message  to  adapt  the  gold 
reserve  provisions  of  the  Federal  Reserve  Act  to  the  realities  of  present  and 
prospective  monetary  requirements.  This  would  be  achieved  by  eliminating  the 
provision  of  existing  law  that  the  Federal  Reserve  banks  hold  gold  certificates 
equivalent  to  at  least  25  percent  of  their  own  deposit  liabilities.  The  similar  re- 
quirement that  a  gold  certificate  reserve  of  25  percent  be  maintained  against 
Federal  Reserve  notes  in  circulation  would  not  be  affected. 
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The  need  for  action 

The  need  for  this  legislation  does  not  arise  from  any  sudden  emergency  or 
crisis,  nor  does  it  signal  any  prospective  change  in  the  economic  and  financial 
policies  of  the  Administration  or  of  the  Federal  Reserve  System.  In  the  future 
as  in  the  past,  our  domestic  monetary  policies  will  be  directed  toward  meeting 
the  basic  needs  of  our  economy  for  adequate,  but  not  excessive,  amounts  of  money 
and  credit.  Gold  will  continue  to  be  made  freely  available,  at  the  fixed  price  of 
$35  per  ounce,  to  meet  the  legitimate  demands  of  foreign  monetary  authorities,  a 
policy  that  is  the  basic  foundation  of  the  international  monetary  system.  The 
purpose  of  this  legislation  is  simply  to  eliminate  any  unnecessary  questions  or 
doubts  about  our  ability  to  discharge  these  two  fundamental  responsibilities  with 
full  effectiveness  over  the  years  ahead. 

Sustained,  healthy  growth  at  home — marred  neither  by  inflationary  excesses 
nor  by  widespread  unemployment  and  wasted  resources — must  necessarily  be 
supported  by  orderly  growth  in  the  volume  of  money  and  credit.  This  monetary 
expansion  will,  in  turn,  require  a  larger  base  of  bank  reserves,  which  are  held 
largely  in  the  form  of  deposits  by  the  commercial  banks  at  the  Federal  Re- 
serve. It  will  also  mean  larger  amounts  of  currency  in  circulation — currency 
consisting  almost  entirely  of  Federal  Reserve  notes — as  the  rising  volume  of  trade 
generates  additional  demands  for  cash. 

Under  the  i>rovisions  of  present  law,  these  expanding  Federal  Reserve  note 
and  deposit  liabilities  will  in  turn  i-equire  that  increasing  amounts  of  our  gold  be 
set  aside  as  part  of  the  Federal  Reserve  banks'  gold  certificate  reserves.  But, 
the  present  operating  margin  of  so-called  free  gold  over  and  above  existing  re- 
quirements is  already  relatively  small.  The  normal  growth  of  our  domestic 
money  supply  will  exhaust  this  margin  within  a  year  or  two,  even  without  the 
outflow  of  a  single  ounce  of  gold. 

Clearly,  the  capacity  of  the  Federal  Reserve  to  acconunodate  the  monetary 
and  credit  needs  of  a  strong  and  growing  economy  with  stable  prices  must  not 
be  jeopardized.  Equally  clearly,  our  pledge  to  maintain  the  convertibility  of  the 
dollar  into  gold  at  $35  an  ounce  must  not  be  cast  into  doubt  by  fear  that  our  gold 
stock  available  for  that  purpose  may  be  inadequate. 

True  enough,  the  emergency  provisions  of  present  law  can  be  invoked  if  needed 
to  suspend  the  gold  cover  requirement,  but  these  provisions  clearly  are  framed 
for  temporary  use  rather  than  for  long-range  needs  of  growth.  H.R.  3S1S  would 
meet  this  problem  simply  and  straightforwardly,  for  as  long  ahead  as  anyone  can 
now  foresee,  by  immediately  freeing  almost  $5  billion  of  gold  presently  held  as 
reserves  against  Federal  Reserve  deposits.  It  will  also  permit  us  to  avoid  the 
present  necessity  of  automatically  setting  aside  additional  gold  as  tlie  growth 
of  our  economy  enlarges  the  volume  of  bank  deposits. 

The  present  situation 

At  the  end  of  19G4,  the  volume  of  Federal  Reserve  notes  in  circulation,  which 
make  up  over  95  percent  of  our  basic  currency,  totaled  $35.3  billion.  At  the 
same  time.  Federal  Reserve  deposit  liabilities  amounted  to  $19.5  billion.  To- 
gether, these  Federal  Reserve  liabilities  required  a  gold  certificate  reserve  of 
$13.7  billion,  absorbing  for  that  purpose  all  but  $1.4  billion  of  the  gold  certifi- 
cates issued  to  the  Federal  Reserve  against  the  Treasury  gold  stock.  And  since 
January  1st  the  Treasury  gold  stock  has  declined  by  $200  million  as  a  result  of 
sales  to  foreigners,  with  further  losses  to  be  expected. 

In  terms  of  ratios,  g^'old  certificate  holdings  had  fallen  to  27.5  percent  of  the 
note  and  deposit  liabilities  on  December  31,  1964.  This  represented  a  decline 
of  2.2  percentage  points  in  the  ratio  in  the  space  of  a  year,  and  during  that  year 
our  loss  of  gold  to  foreigners  amounted  to  only  $125  million.  The  decline  in  the 
ratio  during  1964  was  thus  almost  entirely  accounted  for  by  the  needs  of  our 
domestic  economy  for  additional  m(mey  and  bank  credit  and  by  the  expansion 
in  currency  that  is  a  normal  reflection  of  growing  trade  and  business  turnover. 

Looked  at  over  a  longer  period  of  time,  it  is  true  that  declines  in  our  gold 
.stock,  as  well  as  increases  in  Federal  Reserve  notes  and  deposits,  have  con- 
tributed to  the  declining  r.itio.  These  losses  of  gold  to  foreigners  are,  of  course, 
closely  connected  to  the  balance-of-payments  deficits  we  have  run  over  the  past 
15  years. 

It  is  essential  that  the  vigorous  effort  launched  in  1961  to  reduce  and  eliminate 
that  deficit  and  to  stem  the  gold  loss  be  continued  and  reinforced  until  equi- 
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librium  is  restored.  The  Administration,  as  you  know,  attaclies  the  highest 
priority  to  that  effort,  and  the  Pi'esident  will  shortly  review  our  entire  balance- 
of -payments  program  in  a  special  message  to  the  Congress. 

However,  it  is  abundantly  clear  that  the  U.S.  cannot  expect  to  support  its  own 
long-term  monetary  expansion — an  expansion  that  will  inevitably  be  associated 
with  the  continued  growth  of  our  domestic  economy- — ^by  attracting  to  this 
country  a  disproportionate  share  of  world  gold  reserves.  The  fact  is  that,  even 
after  the  large  gold  outflow  of  the  past  decade  or  more,  the  United  States  still 
holds  some  35  percent  of  the  monetary  gold  of  the  entire  free  world.  Certainly, 
it  is  essential  that  this  country,  with  the  dollar  playing  a  key  role  as  a  world 
reserve  and  trading  currency,  continue  to  hold  a  large  gold  stock,  and  our 
policies  are  directed  toward  that  end.  Moreover,  as  our  balance-of -payments 
deficit  is  ended,  some  reflux  of  gold  from  aliroad  could  be  a  normal  and  healthy 
development.  But,  it  would  be  shortsighted  and  self-defeating  to  attempt  de- 
liberately to  draw  in  from  abroad  the  billions  of  dollars  of  gold  that  would  be 
necessary  over  the  years  simply  to  meet  the  mechanical  requirements  of  present 
law  as  our  economy  grows. 

During  the  past  year.  Federal  Reserve  notes  in  circulation  increased  by 
$2,460  million.  Of  this.  $662  million  resulted  from  a  decline  of  the  same  amount 
in  the  circulation  of  silver  certificates.  Meanwhile  deposits  of  member  banks, 
representing  their  required  serves,  also  grew  $1,037  million  during  1964.  Thus, 
disregarding  the  temporary,  one-time  impact  of  the  retirement  of  silver  certifi- 
cates, it  was  necessary  under  present  law  to  add  over  $700  million  of  gold  to 
the  reserves  required  against  Federal  Reserve  notes  and  deposits.  This  amount 
is  more  than  the  average  annual  increase  over  recent  years  in  monetary  stocks 
of  gold  in  the  entii'e  free  world. 

If  we  attempted  to  drain  gold  from  abroad  year  after  year  in  the  amounts 
needed  to  meet  the  essentially  arbitrary  and  outmoded  gold  cover  provisions 
of  present  law,  the  only  result  would  be  a  drive  by  other  countries  to  protect 
their  own  gold  by  cdiifrols  and  restrictions  that  would  sacrifice  all  the  progi-ess 
that  has  been  made  toward  freer  trade  and  payments  among  the  nations  of  the 
free  world.  Far  from  looking  toward  future  increases  in  our  gold  stock  adequate 
to  meet  the  gold  cover  re(|uiremeut.  the  hard  fact  is  that  until  our  own  balance 
of  payments  can  be  brought  into  equililn-ium,  we  must  be  prepared  for  further 
outflows. 

The  purpose  and  effectiveness  of  the  gold  reserve  requirement 

The  current  gold  cover  requirement  is  an  outgrowth  of  a  much  earlier  period 
in  our  monetary  history,  and  can  l)e  fully  understood  only  in  the  context  of  cir- 
cumstances that  have  long  since  vanished.  Prior  to  the  establishment  of  the 
Federal  Reserve  System  in  1913.  the  several  kinds  of  paper  currency  then  in 
use  circulated  alongside  gold  coins  domestically,  and  were  freely  convertible, 
directly  or  indirectly,  into  gold.  In  an  effort  to  protect  this  convertibility,  a 
variety  of  devices  was  used  at  various  times  to  maintain  the  note  circulation 
in  a  fixed  relationship  to  gold  and  to  pi'ovide  assured  redemption  facilities.  One 
result  was  that  the  supply  of  currency  was  not  responsive  to  the  changing  needs 
of  the  economy,  and  this  so-called  inelasticity,  combined  with  deficiencies  in  the 
banking  structure,  helped  make  the  economy  prone  to  recurrent  bouts  of  inflation 
and  panic. 

The  Federal  Reserve  System  was  designed  to  eliminate  these  defects  by 
providing  a  means  for  adjusting  the  supply  of  currency,  deposits,  and  credit 
flexibl.v  to  the  needs  of  commerce  and  business.  At  the  same  time,  however, 
our  currency,  including  the  new  Federal  Reserve  notes,  remained  convertible  into 
gold.  Under  these  circumstances  it  was  entirely  natural  that  those  framing  the 
Federal  Reserve  Act  included  a  provision  that  the  Federal  Reserve  Imnks  main- 
tain certain  minimum  reserves  of  gold  in  relation  to  tlieir  note  and  deposit 
liabilities,  even  thougii  the  passage  of  the  Federal  Reserve  Act  clearly  recognized 
that  the  supply  of  money  and  credit  should  be  adjusted  to  the  needs  of  the  econ- 
omy rather  than  set  in  some  fixed  relationship  to  gold.  These  minimum  re- 
(luirements  were  apparently  considered  desirable  largely  to  encourage  full  public 
c-onfidence  in  the  new  institutions ;  to  assure  acceptability  of  the  newly  intro- 
duced Federal  Reserve  notes  alongside  gold  ;  and  finally  to  provide  some  ultimate 
limit  to  the  expansion  of  Federal  Reserve  credit. 

It  is  also  worthy  of  mention  that  the  original  Federal  Reserve  Act  treated 
reserves  against  deposits  in  a  different  manner  than  reserves  against  Federal 
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Reserve  currency.  In  the  first  place  the  reserves  against  deposits  were  originally 
set  at  35  percent  while  those  aguiinst  notes  were  set  at  40  percent.  Possibly 
more  significant  is  the  fact  that  the  original  Federal  Reserve  Act  provided  for 
reserves  against  notes  to  he  held  only  in  gold,  but  permitted  either  gold  or 
"lawful  money"  to  serve  as  reserves  behind  deposit  liabilities.  Only  since  194."), 
when  the  current  25  percent  requirement  was  estahlished.  have  note  and  deposit 
liabilities  been  treated  in  the  same  fashion.  Thus  there  is  clear  precedent  for 
treating  deposit  liabilities  in  a  different  fashion  from  Federal  Reserve  notes 
as  far  as  reserves  are  concerned. 

I  believe  the  record  of  the  past  half  century  makes  it  amply  clear  that  the 
provision  of  Federal  Reserve  credit,  and  the  associated  increase  in  its  note 
and  deposit  liabilities,  has,  quite  properly,  been  related  to  the  needs  of  the  econ- 
omy rather  than  to  the  reserve  re<purements  specified  by  law  . 

Dui-ing  the  first  two  dei-ades  of  the  Federal  Reserve  System,  when  our  cur- 
rency was  still  redeemable  in  gold  domestically,  the  level  of  Federal  Reserve 
bank  deposits  and  currency  typically  fluctuated  far  lielow  the  limits  set  by  the 
gold  reserve  requirement.  As  shown  by  the  table  attached  to  my  statement,  this 
remained  the  pattern  during  the  103()'s  and  early  l!>40"s,  after  the  convertibility 
of  our  currency  into  gold  by  American  residents  was  ended.  At  one  time,  in 
1940,  the  ratio  actually  rose  as  high  as  91  percent. 

Toward  the  end  of  World  War  II,  there  was  concern  that  the  vast  expansion 
of  money  and  credit  required  by  wartime  financing  might  exhaust  the  "free  gold" 
held  in  excess  of  legal  requirements,  thus  hampering  the  war  elfort.  Congress 
consequently  reduced  the  reserve  requirements  set  by  the  original  Federal  Re- 
serve Act  to  the  present  unform  requirement  of  25  percent  in  gold  against  both 
notes  and  deposits.  As  it  turned  out,  of  course,  the  war  was  soon  over,  and  the 
actual  ratio  remained  over  40  percent  until  1959,  This  experience  clearly 
demonstrates  that  the  release  of  gold  from  the  legal  requirement  in  excess  of 
the  needs  that  actually  materialized  did  not  become  a  basis  for  an  unwarranted 
expansion  in  Federal  Reserve  credit. 

Today,  the  strong  probability  that  the  present  margin  of  gold  over  the  25 
percent  requirement  will  be  exhausted  within  a  relatively  short  time  no  more 
indicates  a  need  for  domestic  monetary  restriction  than  the  existence  of  a  wide 
margin  of  "free  gold"  in  the  past  provided  a  useful  signal  or  excuse  for  mone- 
tary expansion.  The  fact  is  that,  the  Federal  Reserve,  in  discharging  the  funda- 
mental responsibility  delegated  to  it  by  the  Congress  for  regulating  the  supply 
of  money  and  credit  in  accord  with  the  needs  of  the  economy,  must  not  be  con- 
stricted by  an  arbitraiy  formula  designed  for  another  time. 

While  the  desirability  of  eliminating  the  gold  reserve  requirement  against 
Federal  Reserve  bank  deposits  appears  to  me  beyond  dispute,  I  recognize  that 
the  purpose  of  any  change  in  a  reqxiirement  of  this  kind  that  has  lingered  on  for 
many  years  can  easily  be  misunderstood  and  misconstrued.  There  may  be  some, 
for  instance,  who  fear  that  this  action  may  in  some  fashion  imply  a  departure 
from  the  Administration's  firm  policy  of  maintaining  the  stability  of  the  dollar 
both  at  home  and  internationally.  Let  me,  therefore,  make  it  crystal  clear  that 
I  am  most  keenly  aware  of  the  dangers  that  can  come  from  an  undisciplined 
expansion  of  credit.     The  proposal  before  you  does  not  carry  this  danger. 

In  the  future,  as  in  the  past,  the  best  assurance  we  can  have  that  the  supply 
of  bank  reserves  will  be  neither  so  little  as  to  stifie  growth  nor  so  large  as  to 
fuel  inflation  lies  in  a  responsible  and  independent  Federal  Reserve  System, 
functioning  within  a  framework  of  responsible  Government.  For  our  part,  this 
Administration  has  and  will  continue  to  work  in  close  cooperation  with  the 
Federal  Reserve  in  developing  an  eifective  financial  program,  while  fully  re- 
specting its  unique  place  within  our  structure  of  Government  and  its  special 
responsibility  for  developing  informed,  independent  judgments  concerning 
monetary  policy. 

International  implications 

President  Johnson  has  recently  reiterated  the  fixed  policy  of  the  United  States 
to  defend  the  present  gold  value  of  the  dollar  "with  every  resource  at  our 
command."  The  Chairman  of  the  Federal  Reserve  Board  has  repeatedly  made 
it  clear  that  the  existing  gold  reserve  requii'ement  need  be  no  bar  to  our  making 
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good  on  that  pledge.  Present  law  provides  that  the  gold  requirement  can  be 
suspended,  initially  for  30  days,  and  subsequently  for  intervals  of  15  days.  It 
should  be  clearly  understood  by  all  that  that  provision  of  law  could  and  would 
be  invoked  if  required  to  meet  foreign  demands,  and  that  the  suspension  would 
be  renewed  as  long  as  needed. 

It  would  clearly  be  incongruous,  however,  to  fall  back  on  special  and  easily 
misunderstood  powers  for  temporary  suspension  at  a  time  when  we  are  dealing 
with  basic  long-term  problems  rather  than  with  a  passing  emergency.  Reliance 
on  a  temporary  arrangement  can  give  rise  to  totally  unwarranted  doubts  at 
home  and  abroad  over  the  extent  of  our  commitment  to  the  international 
stability  of  the  dollar,  and  over  our  ability  fully  to  support  that  commitment. 
Without  question,  prompt  passage  of  the  measure  before  you,  unequivocally  re- 
leasing some  $5  billion  of  gold  from  the  present  requirement,  will  reinforce 
confidence  in  the  stability  and  strength  of  the  dollar  by  placing  beyond  any 
doubt  the  willingness  of  both  the  executive  and  legislative  branches  to  make  our 
gold  fully  available  in  its  defense. 

In  this  connection,  it  is  worth  emphasizing  that  almost  all  industrially  im- 
portant foreign  countries  have  long  since  abandoned  any  rigid  tie  between  their 
gold  holdings  and  the  domestic  monetary  system.  One  relatively  small  country, 
Belgium,  lixes  a  minimum  legal  ratio  between  gold  and  central  bank  note  and 
deposit  liabilities.  One  other  country,  Switzerland,  has  retained  a  link  to  the 
note  issue  (as  would  H.R.  3S1S),  but  it  has  no  requirement  against  other  cen- 
tral bank  liabilities.  In  the  Netherlands,  the  comparable  reserve  requirement 
can  be  met  by  holdings  of  foreign  exchange  as  well  as  gold.  South  Africa, 
which  accounts  for  70  i>ercent  of  the  free  world  production  of  gold,  also,  and 
understandably,  has  a  gold  reserve  requirement  very  similar  to  our  own  present 
requirement.  In  evei-y  other  instance,  among  the  leading  financial  powers  of 
the  free  world,  gold  holdings  are  unequivocally  available  for  international  use. 

Conclusion 

H.R.  3818  represents  an  essentially  modest  step  to  bring  our  gold  reserve  re- 
quirement into  line  with  present  needs.  Its  implications  for  our  economic  well 
being  are,  however,  important. 

You  will  find,  I  am  sure,  that  this  bill  has  broad  supiwrt  among  informed 
J)anking  and  financial  circles  in  this  country.  As  a  further  indication  of  our 
firm  intent  to  defend  the  gold  value  of  the  dollar  against  any  potential  pressure, 
it  will  help  reinforce  confidence  in  the  dollar  abroad,  and  I  am  certain  it  will 
be  warmly  welcomed  by  foreign  monetary  officials.  I  urge  that  you  promptly 
report  the  bill  favorably  to  the  House  and  speed  its  passage. 


Ratio  of  gold  certificate  reserves  to  deposit  and  Federal  Reserve  note  liabilities 

combined 


Yearend 

Percent 

"Vearend 

Percent 

1932 

62.9 
63.8 
70.8 
77.6 
80.1 
79.9 
83.7 
86.7 
90.8 
90.8 
76.3 
62.6 
49.0 
41.7 
43.5 
48.3 
48.9 

1949 

54.7 

1933 

1950 

49.4 

1934            -- 

1951  

46.4 

1935 

1952 

40.2 

1936 

1953           .  -   

44.5 

1937    .       -      - 

1954  

45.1 

1938 

1955 

44.4 

1939 

1956 

44.6 

1940 -  .   

1957 

46.3 

1941 

1958 

42.1 

1942 

1959  .   .  -   

39.9 

1943 

1960 

1961 

37.4 

1944 

34.8 

1945  -    -                  

1962 

31.8 

1946 

1963 

29.7 

1947 

1964  .  -  

27.5 

1948  - -- 

Source. — Federal  Reserve  Bulletin. 
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Exhibit  19. — An  act  to  eliminate  the  requirement  that  Federal  Reserve  banks 
maintain  certain  reserves  in  gold  certificates  against  deposit  liabilities 

[Public  Law  89-3,  S9th  Congress,  H.R.  3818,  March  3,  1965] 
Be  it  enacted  ty  the  Senate  and  House  of  Representatives  of       79  Stat.  5, 
the  United  States  of  Ameriea  in  Congress  assetnbled,  That  the       se^rvTbanks. 
first  sentence  of  the  third  paragraph  of  section  IG  of  the  Federal       Gold  certifl- 
Reserve  Act,  as  amended   (12  U.S.C.  413),  is  further  amended       40*^^:..  03^ 
by  striking  out  "reserves  in  gold  certificates  of  not  less  than  "^  -  "     ' 

25  per  centum  against  its  deposits  and". 

Sec.  2.  The  eighteenth  paragraph  of  section  16  of  the  Federal 
Reserve  Act,  as  amended  (12  U.S.C.  467),  is  further  amended 
by  substituting  a  period  for  the  comma  after  the  word  "notes" 
and  striliing  out  the  remainder  of  the  paragraph. 
Approved  March  3,  1965. 


Exhibit  20. — Message  from  the  President,  June  3,  1965,  relative  to  the  coinage 

program 

To  the  Congress  of  the  United  States: 

From  the  early  days  of  our  independence  the  United  States  has  used  a  system 
of  coinage  fully  equal  in  quantity  and  in  tiuality  to  all  the  tasks  imposed  upon 
it  by  the  Nation's  commerce. 

We  are  today  using  one  of  the  few  existing  silver  coinages  in  the  world.  Our 
coins,  in  fact,  are  little  changed  from  those  first  established  by  the  Mint  Act  of 
1792.  For  173  years,  we  have  maintained  a  system  of  abundant  coins  that  with 
the  exception  of  pennies  and  nickels  is  nearly  pure  silver. 

The  long  tradition  of  our  silver  coinage  is  one  of  the  many  marks  of  the 
extraordinary  stability  of  our  political  and  economic  system. 

Continuity,  however,  is  not  the  only  characteristic  of  a  great  nation's  coinage. 
We  should  not  hesitate  to  change  our  coinage  to  meet  new  and  growing  needs. 
I  am,  therefore,  proposing  certain  changes  in  our  coinage  system — changes  dic- 
tated by  need — which  will  help  Americans  to  carry  out  their  daily  transactions 
in  the  most  efficient  way  possible. 

There  has  been  for  some  years  a  woi'ldwide  shortage  of  silver.  The  United 
States  is  not  exempt  from  that  shortage — and  we  will  not  be  exempt  as  it  worsens. 
Silver  is  becoming  too  scarce  for  continued  large  scale  use  in  coins.  To  maintain 
unchanged  our  high  silver  coinage  in  the  face  of  this  stark  reality  would  only 
invite  a  chronic  and  growing  scarcity  of  coins. 

We  expect  to  use  more  than  300  million  troy  ounces — over  10  thousand  tons — 
of  silver  for  our  coinage  this  year.  That  is  far  more  than  total  new  production  of 
silver  expected  in  the  entire  free  world  this  year.  Although  we  have  a  large 
stock  of  silver  on  hand  we  cannot  continue  indefinitely  to  make  coins  of  a  high 
silver  content — in  the  required  quantity — in  the  face  of  such  an  imbalance  in  the 
production  of  silver  and  the  demand  for  it. 

We  must  take  steps  to  maintain  an  adequate  supply  of  coins,  or  face  chaos  in 
the  myriad  transactions  of  our  daily  life — from  using  pay  telephones  to  parking 
in  a  metered  zone  to  providing  our  children  with  money  for  lunch  at  school. 

The  legislation  I  am  sending  to  the  Congress  with  this  Message  will  ensure  a 
stable  and  dignified  coinage,  fully  adequate  in  quantity  and  in  its  specially 
designed  technical  characteristics  to  the  needs  of  our  twentieth  century  life.  It 
can  be  maintained  indefinitely,  however  much  the  demand  for  coin  may  grow. 

Much  as  we  all  would  prefer  to  retain  the  silver  coins  now  in  use,  there  is  no 
practical  alternative  to  a  new  coinage  based  on  materials  in  adequate  supply. 

The  New  Coinage 

I  propose  no  change  in  either  the  penny  or  the  nickel. 

The  new  dime  and  the  quarter — while  remaining  the  same  size  and  design  as 
the  present  dime  and  quarter — will  be  composite  coins.  They  will  have  faces 
of  the  same  copper-nickel  alloy  used  in  our  present  five-cent  piece,  bonded  to  a 
core  Of  pure  copper.  The  new  dime  and  quarter  will,  therefore,  outwardly 
resemble  the  nickel,  except  in  size  and  design,  but  with  the  further  distinction  that 
their  copper  core  will  give  them  a  copper  edge. 
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This  type  of  coin  was  selected  because,  alone  among  practical  alternatives,  it 
can  be  used  together  with  our  existing  silver  coins  in  the  millions  of  coin-operated 
devices  that  Americans  now  depend  upon  heavily  for  many  kinds  of  food  and 
other  goods. 

The  Half  Dollar 

Our  new  half  dollar  will  be  nearly  indistinguishable  in  appearance  from  the 
present  half  dollar. 

It  will  continue  to  be  made  of  silver  and  copper,  but  the  silver  content  will  be 
reduced  from  90  percent  to  40  percent.  It  will  be  faced  with  an  alloy  of  80-per- 
cent silver  and  20-pereent  copper,  bonded  to  a  core  of  21-percent  silver  and 
79-percent  copper.  The  new  half  dollar  will  continue  to  be  minted  with  the 
image  of  President  Kennedy.     Its  size  will  be  unchanged. 

The  Silver  Dollar 

No  change  in  this  famous  old  coin,  or  plans  for  additional  production,  are  pro- 
posed at  this  time.  It  is  possible  that  implementation  of  the  new  coinage  legis- 
lation that  I  am  proposing,  greatly  reducing  the  requirement  for  silver  in  our 
subsidiary  coinage,  will  actually  make  feasible  the  minting  of  additional  silver 
dollars  in  the  future.  Certainly,  without  this  change  in  the  silver  content  of 
the  subsidiary  coinage,  further  minting  of  the  silver  dollar  would  be  forever 
foreclosed. 

It  is  our  intention  that  the  new  coinage  circulate  side-by-side  with  our  existing 
coinage.  We  plan  to  continue  the  minting  of  our  current  silver  coins  while  the 
new  coinage  is  brought  into  quantity  production. 

The  new  coins  will  be  placed  in  circulation  some  time  in  1966. 

In  terms  of  the  present  pattern  of  coin  usage,  adoption  of  the  new  coinage 
will  permit  a  saving  of  some  90  percent  of  the  silver  we  are  now  putting  into 
coins  annually. 

I  want  to  make  it  absolutely  clear  that  these  changes  in  our  coinage  will  have 
no  effect  on  the  purchasing  power  of  our  coins.  The  new  ones  will  be  exchanged 
at  full  face  value  for  the  paper  currency  of  the  United  States.  They  will  be 
accepted  by  the  Treasury  and  by  the  Federal  Reserve  banks  for  any  of  the  finan- 
cial obligations  of  the  United  States.  The  legislation  I  am  proposing  expressly 
recognizes  the  new  coins  as  legal  tender. 

It  is  of  primary  importance,  of  course,  that  our  new  coins  be  specifically 
designed  to  serve  our  modern,  technological  society.  In  the  early  days  of  the 
Republic,  silver  coins  served  well  because  the  value  of  a  coin  could  only  be 
measured  by  the  value  of  the  precious  metal  contained  in  it.  For  many  decades 
now  the  value  of  a  particular  coin  has  depended  not  on  the  value  of  the  metal 
in  it.  but  on  the  face  value  of  the  coin.  Today's  coinage  must  primarily  be 
utilitarian.  The  new  coinage  will  meet  this  requirement  fully,  while  dispensing 
with  the  idea  that  it  contain  precious  metal. 

It  is,  above  all,  practical.  It  has  been  specifically  designed  to  function,  without 
causing  delays  or  disruptions  of  service,  in  coin-operated  merchandising  machines. 

Furthermore,  it  is  composed  of  materials  low  enough  in  value  and  readily 
enough  available  to  insure  that  we  can  have  as  many  coins  as  we  need. 

The  legislation  I  am  proposing  also  contains  these  additional  recommendations : 

Other  Authority  Requested 

First — As  a  useful  pi-ecautionary  measure,  I  request  standby  authority  to 
institute  controls  over  the  melting  and  export  of  coins  to  assist  the  protection 
of  our  existing  and  our  new  silver  coinage. 

Second — I  request  authority  to  purchase  domestically  mined  silver  at  not  less 
than  .$1.2.5  per  ounce. 

Third — I  am  asking  for  authority  to  reactivate  minting  operations  temporarily 
at  the  San  Francisco  Assay  Office. 

Fourth — As  a  safeguard  for  assured  availability  of  the  new  coinage,  I  am 
asking  for  new  contracting  authority  for  the  procurement  of  materials  and 
facilities  related  to  it. 

Fiftlt — I  propose  the  establishment  of  a  Joint  Commission  on  the  Coinage, 
composed  of  certain  members  of  the  Congress,  the  Public,  and  the  Executive 
Branch  of  the  Government,  to  report  to  me  later  the  progress  made  in  the  installa- 
tion of  the  new  coinage  and  to  review  any  new  technological  developments  and  to 
suggest  any  further  modifications  which  may  be  needed. 
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Why  the  Silver  Content  of  the  Coinage  Must  Be  Reduced  at  This  Session 

These  recommendations  for  revision  of  our  silver  coinage  rest  upon  extensive 
study  of  the  silver  situation,  and  of  alternatives  to  our  present  coinage,  by  both 
governmental  and  private  specialists.  The  Treasury  Department's  compre- 
hensive report,  known  as  the  Treasury  Staff  Silver  and  Coinage  Study,  is  being 
released  today  as  backgroiind  to  my  recommendations.  Its  principal  tinding  was 
that  the  supply  of  silver  in  the  free  world  has  become  progressively  incompatible 
with  the  maintenance  of  silver  in  all  our  subsidiary  coins. 

On  the  average,  in  the  5  years  from  1949  through  1953,  new  silver  production 
in  the  free  world  amounted  to  about  17r»  million  troy  ounces  per  year,  while 
consumption  amounted  to  more  than  235  million  ounces.  There  was  an  average 
deficit  in  those  5  postwar  years  of  more  than  (iO  million  ounces  of  silver  per  year. 

In  the  latest  complete  5  years,  1900  through  19G4,  free  world  consumption  of 
silver  has  averaged  410  million  ounces  annually,  but  new  production  has  averaged 
a  little  less  than  210  million  ounces  a  year.  The  result  has  been  an  average 
annual  deficit  of  about  200  million  ounces.  That  is  3  times  the  average  annual 
deficit  in  the  5  years  from  1949  through  1953. 

If  no  silver  at  all  had  been  used  for  coinage  there  would  have  been  a  deficit  in 
new  production  in  free  world  silver  during  the  last  5  years  averaging  over  40  mil- 
lion troy  ounces,  or  some  1,370  tons,  a  year. 

The  gap  between  the  production  of  silver  and  silver  consumption  is  continuing 
to  increase.  In  1964  the  silver  production  deficit  swelled  to  over  300  million 
ounces — half  again  the  1963  figure.  And  in  1964,  the  use  of  silver  in  coinage, 
and  the  use  of  silver  for  the  arts  and  industry  of  the  free  world  were  each — taken 
separately — greater  than  new  production. 

There  is  no  dependable  or  likely  pros]iect  that  new.  economically  workable 
sources  of  silver  may  be  foiind  that  could  appreciably  narrow  the  gap  between 
silver  supply  and  demand.  The  optimistic  outlook  is  for  an  increase  in  produc- 
tion of  about  20  percent  over  the  next  4  years.  This  would  be  of  little  help. 
Further,  because  silver  is  produced  chiefiy  as  a  byproduct  of  the  mining  of  cop))er, 
lead,  and  zinc,  even  a  very  large  increase  in  the  price  of  silver  would  not  stimulate 
silver  production  sufficiently  to  change  the  outlook. 

Short  of  controls  that  are  undesirable  in  a  peacetime  free  society,  there  is  no 
way  to  diminish  the  bounding  growth  of  private  demand  for  silver  for  use  in 
jewelry,  silverware,  photographic  film,  and  industrial  processes.  The  one  part 
of  the  demand  for  silver  that  can  be  reduced  is  governmental  demand  for  use 
in  coinage. 

Most  free  world  countries  no  longer  use  silver  in  their  coins.  A  few — as  we 
now  propose — continue  to  make  limited  use  of  it.  It  is  true  that  United  States 
coinage  does  not  currently  depend  upon  new  silver  production,  because  for  many 
years  we  have  supplied  silver  for  our  coinage  out  of  large  Treasury  stocks,  which 
still  amount  to  1  billion  troy  ounces. 

But — and  this  is  the  crux  of  the  matter — at  the  present  pace,  this  stock  cannot 
last  even  as  much  as  three  years.  We  would  then  be  shorn  of  our  ability  to 
maintain  the  coinage,  and,  if  there  were  no  alternative  to  our  present  silver 
coinage,  the  nation  would  be  faced  with  a  chronic  coin  stortage.  That  is  why 
definitive  action  is  necessary  at  this  session  of  the  Congress. 

Protection  of  tpie  Coinage 

It  is  necessary  for  the  United  States  Government  to  have  large  stocks  of  silver 
in  addition  to  the  quantity  needed  for  coinage. 

We  need  these  stocks  because  our  silver  coins  in  circulation  mu.st  be  protected 
from  hoarding  or  destruction.  Protection  of  the  silver  coinage  will  continue  to 
be  a  necessity  since  we  plan  for  it  to  continue  to  circulate  alongside  the  new  coins. 
Our  silver  coins  are  protected  by  the  fact  that  the  Government  stands  ready  to 
sell  silver  bullion  from  its  stocks  at  $1.29  a  troy  ounce.  This  keeps  the  price 
of  silver,  as  a  commodity,  from  rising  above  the  face  value  of  our  coins.  This,  in 
turn,  makes  hoarding  or  melting  of  the  silver  coinage  unprofitable. 

It  is  as  additional  protection  for  the  existing  coinage  that  I  am  requesting 
standby  authority  to  institute  controls  over  the  melting,  treating,  or  export  of 
United  States  coins. 

It  may  be  asked  why  we  seek  standby  control  authority  since  we  retain  a  large 
stock  of  silver  with  which  to  protect  our  silver  coins  through  operations  in  the 
silver  market. 
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The  answer  is  clear.  Given  the  magnitudes  by  which  demand  for  silver  is 
outrunning  new  production,  we  must  consider  the  possibility,  however  unlikely, 
that  the  silver  stock  we  possess  could  itself  require  the  siipport  and  protection 
that  would  be  afforded  by  authority  to  forbid  melting  and  export  of  our  coins. 

We  believe  our  present  stocks  of  silver  to  be  adequate,  once  the  large  present 
drains  from  coinage  are  greatly  reduced,  to  meet  any  foreseeable  requirements 
for  an  indefinite  period.  However,  prompt  action  on  a  new  coinage  will  help  us 
protect  the  silver  coinage  by  freeing  our  silver  reserves  for  redemption  of  silver 
certificates  at  $1.29  per  ounce.  Thus,  we  can  assure  that  no  incentive  will  be 
created  for  hoarding  our  present  coins  in  anticipation  of  a  higher  price  for  their 
silver  content. 

There  is  the  opposite,  although  in  all  likelihood  short-run,  possibility  that  a 
fall  in  the  price  of  silver  might  result  from  the  enactment  of  this  legislation 
largely  removing  silver  from  our  subsidiary  coin.  It  is  for  the  purpose  of  pro- 
tecting silver  producers  from  a  precipitate  drop  in  the  price  of  silver  resulting 
from  the  action  of  the  Goverinnent  that  I  am  reciuesting  authority  for  the 
Secretary  of  the  Treasury  to  purchase  any  newly  mined  domestic  silver  offered 
to  him,  at  the  price  of  $1.25  per  troy  ounce. 

The  San  Francisco  Assay  Office 

Coinage  operations  at  the  San  Francisco  Mint  were  ended  in  1955.  Legislation 
converting  the  Mint  to  the  San  Francisco  Assay  OflSce  was  passed  in  1962.  As 
part  of  our  efforts  to  overcome  the  coin  shortage  of  the  past  year,  coin  blanks 
have  been  cut  and  annealed  at  the  San  Francisco  Assay  Office.  Present  law  for- 
bids full  minting  there.  However,  we  will  temporarily  need  the  facilities  of  this 
plant  to  move  into  large  quantity  production  of  the  new  coinage  and  to  continue 
production  of  existing  coins  until  enough  new  small  money  is  made  to  make 
certain  we  have  adequate  supplies.  Consequently,  I  am  asking  for  authority 
to  reactivate  minting  operations  at  San  Francisco  on  a  temporary  basis. 

A  new,  fully  modern  mint  is  to  be  built  in  Philadelphia.  However,  it  cannot 
be  completed  and  in  operation  before  late  1967.  It  is  our  expectation  that  when 
the  new  Philadelphia  Mint's  capacity  is  added  to  that  of  the  Denver  Mint,  our 
coinage  requirements  can  be  met  efficiently  and  economically.  Consequently,  no 
more  than  temporary  authority  to  mint  coins  in  San  Francisco  is  recommended 
in  the  draft  legislation  I  am  sending  to  you. 

Why   Composite  Coins   Are  Recommended 

We  have  no  choice  but  to  eliminate  silver,  for  the  most  part,  from  our  sub- 
sidiary coinage.  The  question  was :  What  would  be  the  best  alternative?  After 
very  thorough  consideration  of  all  aspects  of  this  highly  complex  problem,  we 
have  settled  upon  the  two  types  of  composite,  or  clad,  coins  I  have  already 
described.  These  are  10-cent  and  25-cent  pieces  with  cupronickel  alloy  faces 
bonded  to  a  solid  copper  core,  and  a  new  half  dollar  with  outer  and  inner  layers 
of  differing  silver-copper  alloys. 

This  type  of  coin  was  found  to  be  necessary  if  the  new  coinage  is  to  be  com- 
patible with  the  existing  silver  coinage  in  all  the  12  million  coin-operated  devices 
in  use  in  the  United  States. 

The  convenience  of  using  coins  in  automatic  merchandising  and  service  devices 
is  a  fact  that,  like  the  coins  in  our  pockets  and  in  our  store  tills,  we  take  for 
granted.  But  if  our  coinage  were  suddenly  to  be  such  that  it  would  not  work 
in  coin-operated  devices,  the  public  would  be  subjected  to  very  great  inconven- 
ience and  serious  losses  would  occur  to  business  with  harmful  effects  upon 
employment. 

The  automatic  merchandising  industry  is  a  large  and  growing  part  of  our 
national  economy.  Last  year,  $3i/4  billion  worth  of  consumer  items  were  sold 
through  3M>  million  of  the.se  machines.  On  more  than  30  billion  separate  occa- 
sions a  consumer  made  a  purchase  by  putting  a  coin  in  a  machine.  In  growing 
numbers,  factories,  hospitals,  and  other  places  now  depend  upon  automatic 
vending  for  the  service  of  goods,  A  million  and  a  half  people  now  rely  upon 
coin-controlled  vending  for  at  least  one  meal  a  day.  The  use  of  coin-operated 
devices  is  expanding  rapidly,  not  only  in  merchandise  vending,  but  also  in  a 
number  of  other  services. 
71S2-556— 66 20 


306   1965  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Six  million  of  our  coin-operated  devices,  including  nearly  all  vending  machines, 
have  selectors  set  to  reject  coins  or  imitations  of  coins  that  do  not  have  the 
electrical  properties  of  our  existing  silver  money.  Highly  selective  rejectors  are 
a  necessity  in  these  machines  if  they  are  to  be  a  low-cost  source  of  food  and 
other  goods  and  services.  Otherwise,  fraudulent  use  would  soon  make  them 
costly. 

The  sensors  in  these  machines  are  set  to  accept  or  reject  coins  on  the  basis 
of  the  electrical  properties  of  our  traditional  coins,  which  have  a  high  proportion 
of  silver.  To  be  compatible  in  operation  with  our  existing  coinage,  therefore, 
our  new  coins  must  duplicate  the  electi-ical  properties  of  a  coin  that  is  90-percent 
silver.  No  single  acceptable  metal  or  alloy  does  so.  The  composite  coins,  made 
of  layers  of  differing  metals  and  alloys,  that  I  am  asking  the  Congi-ess  to  approve, 
are  coins  made  to  order  to  duplicate  the  electrical  properties  of  coins  with  a  high 
silver  content.  They  are  the  only  practical  alternatives  we  have  discovered 
to  our  present  coinage. 

Selectors  exist  that  can  handle  coins  with  the  widely  varying  electrical  prop- 
erties of,  say,  nearly  pure  silver  and  nearly  pure  nickel.  But  that  is  not  enough. 
When  the  selectors  are  set  to  accept  coins  with  greatly  differing  electrical  prop- 
erties, the  selectivity  of  the  mechanism  declines  and  they  will  accept  wrong 
coins  and  imitations.  Unless  the  coins  in  use  have  very  similar  electrical  prop- 
erties, the  coin-operated  machines  become  subject  to  a  high  degree  of  fraudulent 
use.    This  would  be  costly  to  all  concerned. 

The  future  may  bring  selectors  of  a  different  kind  able  to  accept  coins  of 
widely  varying  electrical  properties  while  at  the  same  time  rejecting  imitations 
and  wrong  coins.  They  are  not  available  now.  When  and  if  they  become  avail- 
able, our  new  coinage  will  work  in  them.  On  the  other  hand,  if  we  now  chose 
an  incompatible  coinage,  there  woiild  be  delays  and  interruptions  lasting  a  year 
to  three  years  in  the  services  of  these  machines.  This  would  impose  heavy  incon- 
veniences upon  the  public  and  would  cause  business  and  employment  losses  in  a 
large  and  growing  industry. 

In  view  of  these  considerations  of  public  interest,  we  have  concluded  that  our 
new  coinage  must  without  fail  be  able  to  carry  out  the  technical  merchandising 
functions  of  a  modern  coinage,  working  alongside  our  existing  silver  coinage. 
The  new  coins  that  I  am  recommending  to  you  do  this,  and  do  it  well,  because 
they  were  specifically  designed  for  the  task. 

The  new  half  dollar  was  designed  with  the  strong  desire  in  mind  of  many 
Americans  to  retain  some  silver  in  our  everyday  coinage.  We  believe  that  by 
eliminating  silver  from  use  in  the  dime  and  the  quarter,  we  will  have  enough 
silver  to  carry  out  market  operations  in  protection  of  our  existing  silver  coin- 
age— and  to  make  a  half  dollar  of  40-percent  silver  content.  It  is  clear  and 
unmistakable  that  we  would  not  have  enough  silver  to  extend  this  to  the  dime 
and  quarter :  they  are  heavily  used,  indispensable  coins  that  we  must  have  at  all 
times  in  large  quantity.  We  are  convinced  that  we  can  include  a  40-percent 
silver  half  dollar  in  the  new  coinage,  but  we  cannot  safely  go  beyond  that.  As 
a  precaution,  we  intend  to  concentrate  at  first  on  getting  out  large  quantities  of 
the  new  quarter  and  dime  before  we  embark  upon  quantity  production  of  the 
new  half  dollar. 

The  Joint  Commission  on  the  Coinage 

We  believe  the  recommendations  being  made  for  a  new  coinage  are  sound  and 
durable  and  in  the  best  public  interest.  However,  the  installation  of  a  new  coin- 
age is  a  matter  so  intimately  affecting  the  life  of  every  citizen,  and  so  delicately 
related  to  the  Nation's  commerce,  that  it  is  impossible  to  be  certain  in  advance 
that  all  problems  have  been  foreseen,  even  by  such  a  long  and  arduous  process 
of  research  as  has  gone  into  the  selection  of  the  proposed  new  coins. 

Consequently,  I  am  including  among  my  recommendations  the  proposal  for  a 
Joint  Commission  on  the  Coinage.  It  will  be  composed  of  the  four  officers  of 
the  Executive  Branch  most  directly  concerned  with  matters  affected  by  the 
coinage — the  Secretary  of  the  Treasury,  the  Secretary  of  Commerce,  the  Direc- 
tor of  the  Budget  Bureau,  and  the  Director  of  the  Mint ;  of  four  members  repre- 
senting the  public  interest,  to  be  appointed  b.v  the  President;  of  the  Chairmen 
and  ranking  members  of  the  Banking  and  Currency  committees  of  the  House 
and  the  Senate ;  of  one  member  each  from  the  two  Houses  of  the  Congress,  to  be 
appointed  by  the  Vice  President  and  the  Speaker  of  the  House.    The  Commission 
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will  be  appointed  soon  after  the  new  coinage  is  issued.  It  will  study  such  mat- 
ters as  new  technological  developments,  the  supply  of  various  metals,  and  the 
future  of  the  silver  dollar.  It  will  report  as  to  the  time  and  circumstances  in 
which  the  Government  should  cease  to  maintain  the  price  of  silver.  It  will  be 
directed  to  advise  the  President,  the  Congress,  and  the  Secretary  of  the  Treasury 
on  the  results  of  its  studies. 

The  Coinage — Current  and  Prospective 

I  am  pleased  to  report  to  the  Congress  substantial  progress  toward  overcoming 
the  coin  shortage  the  Nation  has  been  experiencing.  Greatly  increased  minting 
has  eliminated  the  shortage  of  pennies  and  of  nickels.  We  are  still  somewhat 
on  the  short  side  of  the  demand  for  dimes  and  quarters,  but  this  deficit  is 
rapidly  being  overtaken.  A  severe  shortage  of  the  half  dollar  continues,  due  to 
the  popularity  of  the  new  50-cent  pieces  bearing  the  image  of  President 
Kennedy. 

I  want  to  emphasize  that  we  will  continue  to  make  the  existing  coins  while 
the  new  ones  come  into  full  production,  and  that  we  contemplate  side-by-side 
circulation  of  the  old  and  new  coins  for  the  indefinite  future.  Thei-e  is  no  reason 
for  hoarding  the  silver  coinage  we  now  use,  because  there  is  no  reason  for  it  to 
disappear. 

We  are  gearing  up  for  maximum  production  of  the  new  coins  as  soon  as  they 
are  authorized  by  the  Congress.  Supply  of  the  materials  for  them  is  assured. 
Both  copper  and  nickel  are  economical  and  available  in  North  America.  Their 
usage  in  coins  will  not  add  enough  to  overall  employment  of  these  metals  to 
create  supply  or  price  problems. 

In  the  first  year  after  new  coins  are  authorized,  we  expect  to  make  3V2  billion 
pieces  of  the  new  subsidiary  coins.  Tliat  is  a  billion  and  a  half  more  pieces  than 
will  be  made  of  the  corresponding  silver  coins  in  the  current  fiscal  year. 

In  the  second  year  after  authorization  of  the  new  coinage,  we  expect  to  be 
able  to  double  the  first  year's  output  of  the  new  coins,  reaching  a  production 
total  of  seven  billion  pieces. 

We  expect  in  this  way  to  avoid  any  new  coin  shortage  in  the  transition  to 
production  of  the  new  coins,  and  within  a  period  of  less  than  three  years  to 
reach  a  point  at  which  we  could  if  necessary  meet  total  coinage  needs  out  of 
production  of  the  new  coins. 

I  am  satisfied  that,  taking  into  account  all  of  the  various  factors  involved  in 
this  complex  problem,  the  recommendations  that  I  am  making  to  you  are  sound 
and  right.  Your  early  and  favorable  action  upon  the  proposed  legislation  will 
make  it  possible  to  produce  and  issue  to  the  public  a  coinage  that  will  be  accept- 
able, provide  the  maximum  convenience,  and  serve  all  the  purposes — financial 
and  technical — of  modern  commerce.  In  considering  this  problem  the  needs  of 
the  economy  and  the  convenience  of  the  public  have  been  placed  ahead  of  all 
other  considerations.  They  are  the  factors  that  have  resulted  in  my  recom- 
mendations to  the  Congress.  I  nvge  their  approval  at  the  earliest  possible 
date. 

Lyndon  B.  Johnson. 

The  White  House,  June  3,  19G5. 


Exhibit  21. — Statement  by  Secretary  of  the  Treasury  Fowler,  June  4,  1965, 
before  the  House  Banking  and  Currency  Committee,  on  the  President's  coin- 
age and  silver  proposals 

Mr.  Chairman,  I  appear  before  you  today  in  support  of  the  legislation  the 
President  has  recommended  for  a  new  and  elficieut  U.S.  coinage. 

We  are  recommending  a  change  in  the  coinage  because  there  is  not  enough 
available  silver  to  assure  the  continued  minting  of  our  traditional  90-percent 
silver  coins  for  years  in  the  quantities  necessary  to  meet  our  rapidly  increasing 
coinage  requirements. 

As  much  as  all  of  us  would  prefer  to  keep  our  old  and  handsome  silver  coin- 
age, there  is  no  choice  but  to  reduce  drastically  our  heavy  dependence  upon 
silver  for  this  purpose  for  one  simple  reason :  the  demand  for  silver  has  far 
outrun  supply. 
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Tlie  ouly  option  open  to  us  in  this  matter,  without  gravely  ri^lving  tlie  national 
interest  in  adequate  and  plentiful  coinage,  has  been  choice  of  what  new  material 
to  use  in  the  place  of  silver. 

The  new  coinage  the  President  has  recommended  that  you  authorize  has  all 
the  attributes  of  a  strong  and  stable  coin  system,  and  that,  moreover,  it  is  fully 
modern  and,  specifically  engineered  to  carry  out  efficiently  all  the  tasks  that 
American  merchandising  of  our  day  requires. 

The  new  coins  recommended  to  you  will  provide  uninterrupted  service  as  a 
medium  of  exchange.  They  can  be  made  without  the  necessity  of  further  change 
for  a  long  period  ahead.  These  coins  are  made  of  materials  for  which  there  is 
assured  access.  They  can  be  minted  without  undue  difficulty  and  at  moderate 
cost.  They  can  be  used  across  the  counter — and  in  all  of  the  12  million  coin- 
operated  devices  in  use  in  the  United  States — side  by  side  with  our  existing  silver 
coins. 

There  is,  of  course,  no  substitute  for  the  appearance  of  silver.  In  one  of  the 
three  new  coins  we  are  asking  authority  to  make,  the  half  dollar,  the  beauty  of 
the  "noble  metal"  is  preserved  intact,  although  the  actual  silver  content  is  much 
reduced.  The  proposed  new  dime  and  quarter  are  a  departure  from  the  tradition 
of  silver,  but  they  are  coins  that  have  a  distinctively  modern  appearance  and 
that  v.ill  serve  us  well  because  they  can  protect  us  from  future  coin  shortages. 
The  fact  that  they  are  not  silver,  but  are  composite  coins  made  of  a  nickel  alloy 
bonded  to  a  copper  core,  is  a  change  that  requires  getting  used  to.  But  I  think 
the  ruddy  edge  resulting  from  their  copper  core  gives  these  coins  a  character  we 
will  come  not  only  to  accept,  but  to  value. 

The  need  for  legislation — shrinkage  of  silver  supplies 

I  think  the  accompanying  table  presents  the  silver  supply  situation  as  briefly 
as  possible.     I  have  taken  it  from  our  Treasury  tituff  iitudy  of  tiilvcr  and  Coinage. 

The  table  shows  a  steady  worsening  of  our  silver  supplies,  from  a  small 
deficiency  of  production  in  the  early  postwar  years  to  a  slightly  bigger  deficiency 
in  the  next  five-year  period,  a  much  larger  inadequacy  in  the  five  years  from  1957- 
61,  and  to  a  bounding  growth  of  the  deficiency  in  the  last  two  calendar  years. 
Actual  market  deficits  are  smaller  than  the  difference  between  total  consumption 
and  new  production  because  the  United  States  meets  its  coinage  needs  for  silver 
out  of  its  stocks.  These,  however,  are  being  depleted  at  a  rate  which  cannot  be 
pei-uiitted  to  continue  indefinitely. 

It  is  notable  that  in  1064  each  major  type  of  usage — the  use  of  silver  by 
industry  and  the  arts,  and  use  of  silver  for  coinage — ^taken  separately,  was 
greater  than  new  supply. 

This  is  the  crux  of  the  matter. 

There  is  simply  not  enough  silver  appearing  on  the  market  to  continue  to 
satisfy  the  demand  for  it  in  the  foreseeable  future. 

Estimated  free  world  silver  consumption  and  production,  1949-64 
[In  millions  of  fine  troy  ounces] 


Industry 

and  the 

arts 

Use— Coinage  demand 

Total 
consump- 
tion 

New  pro- 
duction 

Gross 
deficit 

Deficit, 
excluding 

Calendar  year 

United 
States 

Foreign 

free 

world 

Total 

U.S. 
coinage 
demand 

1949-53  averages          -  

153 
190 
216 

248 
252 
286 

36 
37 

47 

77 

112 

203 

48 
36 
51 
50 
56 
62 

85 

74 

98 

128 

167 

265 

238 
264 
314 
375 
419 
550 

174 
191 
200 
207 
214 
216 

64 
73 
114 
169 
205 
335 

28 

1953-57  averages     .  

36 

1957-61  averages 

1962 

1963 

1964 

67 

72 

93 

132 

Note. — A  trov  ounce  equals  480  grains,  an  avoirdupois  pound  equals  7,000  grains,  a  2,000-pound  ton 
equals  14,000,000  grains,  hence,  1  billion  troy  ounces  (480,000,000,000  grains)  equals  34,285  tons. 

Source. —  Treasury  Staff  Study  of  Silver  and  Coinage,  Part  III,  table  1,  figures  rounded. 

Tliere  is  no  dependable,  or,  for  that  matter,  likely,  prospect,  in  the  opinion  of 
experts  both  inside  and  outside  the  Treasury,  of  new  economically  workable 
sources  of  silver  that  would  appreciably  narrow  the  gap  between  silver  supply 
and  demand.  In  fact,  oplimi.stic  projections  envision  an  increase  of  no  more 
than  20  percent  over  the  next  four  years.     Projected  increases  in  consumption 
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are  at  least  equally  as  great.  This  standoff  between  fntiire  increases  of  produc- 
tion and  consumption  in  a  situation  where  deficits  ai'e  already  very  heav'y  could 
not  change  the  basic  conclusion  that  use  of  silver  in  our  coinage  must  be  very 
shari>ly  curtailed.  Also,  because  silver  is  produced  chiefly  as  a  byproduct  of 
the  mining  of  copper,  lead,  and  zinc,  even  a  very  great  increase  in  the  price  of 
silver  w^ould  not  stimulate  new  production  sufficiently  to  change  the  situation. 

Most  free  world  countries  have  long  since  ended  or  nearly  ended  the  use  of 
silver  in  their  coinage.  Except  for  Canada  and  Switzerland,  those  countries 
still  using  silver  coins  make  only  limited  use  of  it,  in  one  or  two  "prestige"  coins, 
as  we  now  propose  to  do  with  the  new  half  dollar.  As  seen  in  the  table  above, 
in  the  early  postwar  years,  the  United  States  accounted  for  less  than  half  of  total 
free  world  employment  of  silver  for  coins,  but  at  present  we  use  more  than  three- 
quarters  of  all  silver  put  into  coins  in  the  free  world. 

We  have  no  choice  but  to  make  a  large  reduction  of  silver  in  the  coinage,  and 
no  choice  but  to  do  so  now.  "We  have  on  hand  some  1  billion  ounces  of  silver  in 
the  Treasury  stock.  At  current  rates  of  mint  production  we  are  using  silver  for 
coinage  at  the  rate  of  300  million  ounces  a  year  ;  and  for  the  redemption  of  silver 
certificates  at  120  million  ounces  a  year. 

Even  should  demands  upon  our  stock  increase  no  more,  it  is  clear  that  at 
present  rates  of  use  we  can  expect  to  exhaust  our  resources  in  two  or  three  years. 
This  gives  us  enough  time  to  shift  to  a  new  coinage  if  we  act  promptly. 

Basic  requirement  for  the  new  coinage  system 

In  arriving  at  our  recommendations  for  new  coinage  alloys  our  overriding  con- 
sideration, Mr.  Chairman,  was  the  necessity  of  continuing  at  all  times  to  provide 
an  adequate  means  of  exchange  and  of  avoiding  any  disruption  of  commerce. 
Experience  shows  all  too  clearly  that,  under  modern  conditions,  the  essential 
medium  of  exchange  function  is  imperiled  if  a  subsidiary  coinage  alloy  threatens 
to  become  more  valuable  as  a  commodity  than  as  mone.v. 

The  Treasury's  own  staff  study,  and  that  of  the  Battelle  Memorial  Institute, 
establish  certain  other  criteria  which  an  acceptable  coinage  alloy  should  have, 
beyond  the  basic  criterion  of  efficiency  in  its  function  as  a  medium  of  exchange. 
These  include,  the  degree  to  which  a  coinage  material  lends  itself  to  being  minted 
into  coins  which  would  be  durable  in  use :  its  acceptability  to  the  public ;  ease 
and  sureness  of  production :  cost  and  availability  of  raw  materials,  and  counter- 
feiting potential. 

An  additional  criterion  is  a  critical  factor  for  a  modern  American  coinage. 
Present  day  coins  should  perform  not  only  as  a  medium  of  exchange,  but  also  as 
technical  merchandising  instruments,  in  use  in  coin-operated  vending  and  service 
machines. 

The  need  for  compatibility  of  old  and  new  coinage 

The  new  coins  should  be  made  compatible  with  the  existing  coinage  in  use  in 
coin-operated  devices,  particulai'ly,  in  coin-operated  vending  machines.  This  is 
one  of  the  most  desirable  characteristics  of  a  modern  coinage,  and  a  characteristic 
fully  met  by  the  President's  proposal.  If  the  new  coinage  could  not  be  used  in 
these  mechanisms,  the  public  w'ould  be  subjected  to  great  inconvenience,  and 
trade  and  commerce  in  many  sectors  of  distribution  harassed  and  handicapped. 
If  the  new  coins  were  not  compatible,  two  alternatives  would  be  presented,  both 
of  them  undesirable  from  the  point  of  view  of  the  public  at  large  : 

(1)  The  vending  machines  would  have  to  be  shut  down  until  new  sensing 
and  rejecting  devices  could  be  installed  :  or 

(2)  Their  devices  for  sensing  and  rejecting  wrong  coins  and  slugs  would  have 
to  be  deliberately  circumvented,  exposing  the  machines  to  a  high  rate  of 
fraud. 

In  the  case  of  merchandise  vending  machines  alone — that  is,  not  including  such 
service  devices  as  pay  telephones  and  coin-operated  laundines — over  $3i/4  billion 
worth  of  goods  were  dispensed  to  consumers  last  year,  in  over  30  billion  separate 
transactions. 

These  vending  machines  are  equipped  wnth  sensitive  selectors,  which  reject 
wrong  coins,  slugs,  foreign  coins,  and  the  like.  Highly  selective  rejectors  are 
necessary  if  coin  machines  are  to  be  low-cost  supply  points  for  foods  and  for 
many  other  kinds  of  goods,  available  by  night  and  by  day,  in  out  of  the  way  as 
well  as  accessible  places. 

Approximately  half  of  the  12  million  coin-operated  machines  in  the  United 
States  are  equipped  wath  sensors  that  accept  or  reject  coins  on  the  basis  of  the 
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electrical  properties  of  our  traditioual  high  silver  content  coinage.  To  be 
compatible  in  operation  with  our  existing  coinage,  our  new  coins  must  duplicate 
the  electrical  characteristics  of  a  coin  with  high  silver  content.  The  coins  we 
are  recommending  to  you  reproduce  precisely  the  electrical  properties  of  coins 
with  high  silver  content.  Moreover,  they  are  made  of  the  only  materials  that 
do  so,  satisfactorily,  among  the  practical  alternatives.  Any  other  course  would 
subject  the  public  to  extensive  inconvenience. 

If  uoncompatible  materials  are  used,  there  will  have  to  be  an  interregnum 
while  new  selectors  are  developed  and  brought  into  mass  production  that  are : 

(1)  capable  of  handling  coins  of  high  silver  content  together  with  coins  that 
do  not  have  the  electrical  properties  of  nearly  pure  silver,  and 

(2)  at  the  same  time  capable  of  rejecting  slugs,  low  value  foreign  coins,  and 
coins  of  wrong  denominations.  Selectors  exist  that  can  handle  coins  with  a 
wide  range  of  electrical  properties.  But  when  they  are  set  for  a  wide  range, 
their  selectivity  falls,  and  they  become  subject  to  f raiululent  use. 

During  the  one  to  three  years  that  development,  manufacture,  and  installation 
of  a  new  kind  of  sensor  would  take,  the  public  would  not  be  able  to  use  the  incom- 
patible new  coinage  in  the  six  million  of  our  coin-operated  devices,  chiefly  those 
vending  merchandise,  fitted  with  sensitive  selectors.  The  choice  of  the  coins 
recommended  here  avoids  these  difficulties  and  the  attendant  interferences  with 
trade  and  commerce. 

Outline  of  the  recommendations 

Section  1  of  the  proposed  legislation  describes  the  metallic  content  of  the 
proposed  new  coinage : 

A.  The  Minor  Coinage 

The  penny  and  the  five-cent  piece:  No  change  is  proposed. 

B.  The  Subsidiary  Coinage 

1.  The  dime  and  the  quarter:  It  is  proposed  that  silver  be  eliminated  from 
the  dime  and  quarter.  Instead,  they  should  be  composite,  or  clad,  coins,  faced 
with  an  alloy  of  75  percent  copper  and  25  percent  nickel — the  same  cupronickel 
alloy  used  throughout  the  five-cent  piece — bonded  to  a  core  of  pure  copper. 

2.  The  half  dollar:  It  is  proposed  that  the  50-cent  piece  should  also  be  a  com- 
posite coin,  with  the  silver  content  reduced  from  the  present  90  percent  to  a 
new  ratio  of  40  percent.  It  would  be  faced  with  an  alloy  of  80  percent  silver 
and  20  percent  copper,  clad  on  core  alloy  of  approximately  21  pei'cent  silver 
and  79  percent  copper. 

3.  The  silver  dollar:  No  change  is  proposed.  Authority  to  make  a  silver  dollar 
of  the  same  weight  and  fineness  (412.5  grains,  90  percent  silver)  made  at  various 
times  since  the  Act  of  18.37,  would  be  continued.  However,  we  would  not  plan 
to  mint  any  new  coins  of  this  denomination  at  the  present  time. 

Section  2  provides  that  the  new  coins  would  be  subject  to  the  current  laws 
as  to  design  and  inscription. 

With  respect  to  these  coins,  I  would  like  to  emphasize  the  following  points, 
some  of  them  already  discussed  : 

1.  It  is  our  intention  that  the  existing  silver  coinage  should  circulate  side 
by  side  with  the  new  coinage,  indefinitely. 

2.  The  proposed  new  dime  and  quarter  would  have  a  copper-colored  edge,  due 
to  the  use  of  a  pure  copper  core. 

3.  The  new  coinage  would  meet  the  exacting  technical  requirements  necessary 
to  permit  it  to  be  used  in  the  coin-operated  devices  now  in  use  in  the  United 
States,  including  those  fitted  with  rejectors  set  to  refuse  coins  or  imitations 
of  coins  that  do  not  have  the  electrical  properties  of  our  current  silver  coins. 

4.  We  expect  to  place  the  new  coins  in  circulation  sometime  in  1966. 

5.  The  new  coins  would  be  of  the  same  size  and  design  as  present  coins  of 
the  same  denomination.    They  would  be  slightly  lighter  in  weight. 

Section  3  provides  specific  recognition  of  the  new  coins  as  legal  tender. 

Section  4  provides  for  continued  minting  of  the  existing  coins  as  needed 
until  production  of  the  new  coinage  is  adequate,  continuing  without  change 
the  standard  silver  dollar. 

Section  5  provides  for  standby  authority  for  the  Secretary  of  the  Treasury 
to  prohibit  the  melting,  exportation,  or  treating  of  U.S.  silver  coins. 

Section  6  provides  for  sales  by  the  Treasury  of  silver  in  excess  of  what  is 
needed  to  back  sUver  certificates,  at  a  price  not  less  than  the  monetary  value  of 
silver. 
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Section  7  would  authorize  tLe  Treasui'y  to  purchase  newly  mined  domestic 
silver  at  $1.25  per  fine  troy  ounce. 

Section  8  provides  for  legal  authority  to  procure  the  materials  and  technical 
assistance,  equipment  and  patents  needed  to  make  the  new  coinage  in  the 
required  quantity. 

Section  9  provides  authority  to  continue  dating  the  new  coins  as  of  the  first 
year  they  are  issued. 

Section  10  would  authorize  the  temporary  use  of  the  San  Francisco  Assay 
OflBce  for  the  minting  of  coins,  and  would  authorize  the  conversion  of  that  facility 
for  the  refining  of  precious  metals,  if  necessary,  after  it  is  no  longer  needed  for 
coin  production. 

Sections  11-16 :  An  act  requiring  recoinage  of  all  worn  and  uncurrent  subsidiary 
silver  received  in  the  Treasury  is  repealed ;  the  minor-coinage  metal  fund  is 
renamed  the  coinage-metal  fund,  and  the  minor-coinage  profit  fund  is  renamed 
the  coinage-profit  fund,  and  the  amount  available  in  the  coinage-metal  fund  is 
raised  from  $3  million  to  $30  million ;  expenditure  of  not  more  than  $15  million 
is  authorized  for  additional  mint  facilities  to  accoumiodate  manufacturing 
requirements  of  the  new  materials ;  the  counterfeiting  laws  are  amended  to 
cover  the  new  coinage ;  the  issuance  of  necessary  regulations  by  the  Secretary 
of  the  Treasury  under  the  proposed  act  is  authorized ;  and  penalties  are  provided 
for  violations  of  regulations  issued  under  section  5. 

A  separate  title  of  the  proposed  legislation  provides  for  the  establishment  of 
a  Joint  Commission  on  the  Coinage  after  the  new  coinage  is  issued. 

The  Commission  would  be  composed  of  the  Secretary  of  the  Treasury,  the 
Secretary  of  Commerce,  the  Director  of  the  Bureau  of  the  Budget,  the  Director 
of  the  Mint,  of  four  public  members,  not  representative  of  interest  groups, 
appointed  by  the  President,  of  the  chairmen  and  ranking  minority  members  of 
the  House  and  the  Senate  Banking  and  Currency  committees,  and  of  two  other 
congressional  members,  one  appointed  by  the  Speaker  of  the  House  and  one  by 
the  President  of  the  Senate. 

Tlie  function  of  the  Commission  would  be  to  study  the  progress  of  the  imple- 
mentation of  the  new  coinage  program,  new  technological  developments,  the 
supply  of  various  metals,  and  the  future  of  the  silver  dollar.  It  would  report 
as  to  the  time  and  circumstances  in  which  the  Government  should  cease  to 
maintain  the  price  of  silver.  And  it  would  advise  the  President,  the  Congress, 
and  the  Secretary  of  the  Treasury  on  the  results  of  its  studies. 

Protection  of  existing  coinage 

The  continued  use  of  coins  that  are  90  percent  silver  also  requires  protection 
of  this  high  silver  content  coinage  from  hoarding  or  destruction. 

There  is  no  reason  for  hoarding  of  coins  in  anticipation  of  a  coin  shortage. 
We  exiiect  no  such  shortage  during  the  period  when  we  ai'e  installing  the  new 
coinage.  We  can,  if  necessary,  step  up  production  enough  to  replace  completely, 
in  less  than  three  years,  the  existing  silver  coinage  while  at  the  same  time 
keeping  up  with  the  normal  growth  of  coin  demand. 

We  can  defend  the  existing  silver  coinage  against  the  second  possible  danger — 
the  threat  of  destruction  by  melting  them  for  their  silver  content.  To  make 
certain  that  the  silver  coinage  is  not  destroyed  in  this  manner,  it  will  be  necessary 
for  the  Treasury  to  protect  the  monetary  value  of  our  silver  coinage  by  supplying 
silver  to  the  market  upon  demand  at  the  present  monetary  price  of  silver  of 
$1.29+  per  troy  ounce.  The  Treasury  has  been  doing  this  since  1963  by 
exchanges  of  silver  bullion  against  silver  certificates. 

The  value  of  the  silver  in  our  existing  coinage,  as  silver,  would  exceed  the  face 
value  of  the  coins  if  the  price  were  allowed  to  rise  above  a  so-called  melting 
point  of  these  coins  of  $1.38  per  ounce.  We  hold  the  price  of  $1.29 -f  per  ounce 
by  standing  ready  freely  to  redeem  silver  certificates  in  silver  at  this  price.  The 
prudent  course  is  to  maintain  the  price  of  silver  at  its  present  level. 

It  is  as  additional  protection  for  existing  silver  coinage,  which  includes  the 
silver  dollar,  that  we  recommend  asking  for  standby  authority  to  institute 
controls  over  the  melting,  treating,  or  export  of  U.S.  coins,  practices  not  now 
forbidden  by  law. 

We  believe  strongly  that  suggestions  for  more  extensive  controls  would 
operate  against  our  best  interests. 

SuflSciency  of  coinage  supply 

As  you  know,  we  have  recently  experienced  a  shortage  of  coins.  I  am  happy 
to  say  that  as  a  result  of  intensive  production  efforts  on  the  part  of  the  Mint 
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the  supply  of  coins  in  circulation  and  in  inventory  in  the  Federal  Reserve  banks 
is  improved.  There  is  no  longer  a  shortage  of  the  1-eent  and  5-ceut  pieces.  We 
still  have  a  problem  with  dimes  and  quarter  supply  but  substantial  improvement 
has  been  made.     The  shortage  of  half  dollars  is  still  severe. 

In  view  of  the  continuing  shortages  of  high  denomination  coins  and  the 
uncertainties  inevitable  during  the  changeover  period,  we  are  gearing  up  for 
maximum  production  of  the  new  coins  as  soon  as  the  legislation  is  passed.  In 
the  first  year  after  enactment,  we  expect  to  make  at  least  3%  billion  of  the 
new  subsidiary  coins,  a  billion  and  a  half  more  than  we  will  make  of  the  silver 
coins  in  fiscal  1965.  This  is  more  than  double  the  production  in  fiscal  1964  and 
four  or  five  times  what  we  would  consider  as  a  normal  year's  production  of 
silver  coins.  In  the  second  year  after  enactment  we  would  expect  to  make  well 
over  seven  billion  of  the  new  coins,  doubling  production  again. 

The  silver  dollar 

The  silver  dollar  will  remain  as  an  authorized  coin  of  the  United  States,  at 
90-percent  fineness.  This  is  a  central  element  in  our  program  for  holding  the 
price  of  silver  to  its  present  level  for  the  protection  of  our  existing  subsidiary 
silver  coin.  The  future  of  the  silver  dollar  can  better  be  decided  when  the  Joint 
Commission  on  the  Coinage,  which  we  have  recommended,  can  take  a  look  at  the 
world's  silver  supply  and  demand  situation  and  other  relevant  factors  and  make 
its  recommendations.  At  that  time,  the  facts  can  largely  govern  the  decision 
on  the  issue  of  the  future  of  the  silver  dollar. 

Maintaining  some  silver  in  the  subsidiary  coinage 

We  have  considered  it  desirable  to  maintain  some  silver  in  our  subsidiary 
coinage.  It  was  to  this  end  that  the  new  silver  half  dollar  was  designed.  The 
new  composite  coin  reduced  the  silver  content  of  the  half  dollar  from  90  percent 
to  40  percent.  It  nevertheless  retains  without  readily  apparent  differences, 
the  aspect  and  ring  of  a  coin  with  high  silver  content,  although  it  is  slightly 
lighter  than  the  present  half  dollar.  It  is  to  be  of  the  same  design  as  the  present 
half  dollar,  that  is,  bearing  the  image  of  the  late  President  Kennedy. 

One  reason  for  retaining  some  silver  in  our  coinage  is  a  desire  to  continue 
the  173-year-old  tradition  of  American  silver  coinage.  Inclusion  of  a  40-percent 
silver  half  dollar  is  as  far  as  we  can  safely  go  to  satisfy  this  tradition.  We 
expect  that,  barring  unforeseen  changes  in  industrial  demand  for  silver,  we  will 
have  adequate  silver  to  make  this  one  coin  in  normal  amounts  for  an  indefinite 
period.  After  the  new  coins  are  in  full  production  it  should  require  no  more 
than  15  million  ounces  a  year,  less  than  5  percent  of  expected  1965  silver 
consumption  for  coins.  One  reason  for  continuing  this  particular  coin  is  the 
fact  that  we  could,  if  unforeseen  diflBculties  developed,  do  without  the  half 
dollar  temporarily.    It  can  be  replaced  in  use  by  two  quarters. 

Summary 

A  change  in  our  coinage  is  unavoidable.  We  have  reviewed  very  carefully 
the  results  of  all  of  the  studies  which  have  been  made  on  this  subject.  We  are 
satisfied  that,  taking  into  account  all  of  the  various  factors  involved  in  this 
problem,  our  recommendations  for  the  new  coinage  are  sound  proposals  that 
will,  if  enacted,  provide  the  United  States  with  a  dependable,  technically  perfect, 
and  distinctive  coinage  that  can  be  produced  in  whatever  quantity  desired. 
It  is  a  coinage  that,  I  emphasize,  will  perfonn  not  only  across-the-counter,  but 
will  also  carry  out  fully  and  without  interruption  its  function  as  a  technical 
merchandising  instrument.  This  is  absolutely  necessary  for  the  public  interest. 
I  therefore  strongly  urge  approval  of  these  recommendations  and  that  they  be 
enacted  into  law  at  the  earliest  possible  date. 


Exhibit  22. — Statement  by  Leland  Howard,  Director,  Office  of  Domestic  Gold 
and  Silver  Operations,  June  8,  1965,  before  the  House  Committee  on  Interior 
and  Insular  Affairs,  on  silver  policy 

Mr.  Chairman,  I  appear  before  you  today  to  discuss  certain  phases  of  the 
silver  situation.  I  understand  that  I  am  to  tell  how  the  silver  stock  of  the 
Treasury  was  acquired,  how  it  was  and  is  used,  and  to  give  general  background 
information    on   the   supply    and   demand   situation   as   it   relates   to  both   the 
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industrial  and  monetary  use  of  silver.  As  the  Secretary  of  the  Treasury  is  at 
this  moment  appearing  before  the  House  Banking  and  Currency  Committee  to 
discuss  the  President's  coinage  program,  I  understand  I  am  not  to  present  that 
program  to  this  committee. 

How  Treasury's  stock  of  silver  was  acquired 

In  1933,  as  you  know,  the  United  States  embarked  upon  a  silver  purchase 
program  which  had  for  its  main  purpose  the  elimination  of  large  stocks  of  silver 
from  the  marketplace  and  the  subsequent  firming  of  price.  The  program  was 
carried  out  through  two  sets  of  laws,  one  relating  to  the  purchase  of  newly 
mined  domestic  silver  and  the  other  to  the  purchase  of  foreign  and  secondary 
silver. 

The  law  relating  to  the  purchase  of  foreign  and  secondary  silver  was  the 
Silver  Purchase  Act  of  1934.  Purchases  under  this  act  were  not  mandatory — 
they  were  called  for  only  when  deemed  "in  the  public  interest."  Over  two 
billion  one  hundred  million  ounces  were  purchased  under  this  act  between 
1934  and  1942.  However,  after  1942,  no  Secretary  of  the  Treasury  deemed  it 
to  be  in  the  public  interest  to  pui-chase  additional  foreign  or  secondary  silver. 
The  fact  is  thei-e  was  very  little  silver  available  for  purchase. 

The  proclamations  and  acts  relating  to  the  purchase  of  newly  mined  domestic 
silver  made  it  mandatory  that  the  Mint  purchase  all  the  newly  mined  silver 
offered  to  it.  Under  these  proclamations  and  acts,  we  purchased  an  additional 
884  million  ounces  of  silver  and,  as  you  well  know,  the  market  price  of  silver 
was  such  for  many  years  that  it  paid  the  producers  to  deliver  all  of  their  produc- 
tion to  the  mints. 

Three  billion  ounces  of  silver,  therefore,  were  purchased  by  the  United  States 
during  the  period  1933  to  early  1959  under  these  purchase  programs  at  an 
average  price  of  5S.7  cents  per  ounce.  Needless  to  say,  the  price  of  silver 
did  firm,  usually  just  under  the  Government  buying  price. 

There  is  given  below  a  summary  of  the  silver  receipts  during  the  fiscal  years 
1934  through  19(J4.  This  table  shows  the  sources  of  all  silver  during  the  period 
covered,  whereas  I  have  only  mentioned  the  two  large  sources  in  the  text  above. 
Also,  it  should  be  noted  that  there  is  a  duplication  under  the  heading  "Silver 
Bullion  Ordinary,"  inasmuch  as  it  contains  returns  of  lend-lease  silver  which 
were  acquired  under  other  headings.  A  later  table  on  silver  issues  will  show 
the  disposition  of  this  silver  under  "Silver  Lend-Leased  to  Foreign  Governments." 

Summary  of  silver  receipts  fiscal  years  1934-64 


Opening  balances  and  receipts 


Balances  June  30,  1933: 

Silver  bullion  ordinary. 
Recoinage  silver 


Receipts  (July  1,  1933-June  30,  1964): 

Silver  Purchase  Act  silver  (act  of  June  19,  1934,  48  Stat.  1178) 

Nationalized  silver  (Executive  Order  6814.  Aug.  9,  1934) 

Foreign  debt  silver  (title  III,  act  of  May  IL',  1933,  48  Stat.  31,  53). 

Newly  mined  domestic  silver: 

Executive  Proclamation  silver  (E.P.  2067  of  Dee.  21,  1933, 
and  amendments)  -..  .._ 

Actof  Julv6.  1939  (53  Stat.  998) 

Actof  July  31,  1946  (60  Stat.  750) 


Silver  bullion  ordinary  ' 

Recoinage  bullion  from  uncurrent  subsidiary  silver  coins- 

Recoinage  bullion  from  uncurrent  silver  dollars 

Seigniorage  accruing  from  revaluation  of  silver 


Total  receipts 

Total  silver  available  fiscal  years  1934-64. 


Fine  ounces 


13, 831, 051.  05 
13, 925, 846.  32 


27,  756, 897.  37 


2, 048, 490,  530.  48 

113,032,915.78 

22,  734, 824. 35 


301, 226,  723.  50 
206, 287,  208.  67 
376,  686, 164.  80 


884, 200, 096.  97 


400, 305, 969. 14 
62,  215, 088.  21 
45, 936, 330.  61 


3, 576, 915,  755. 54 


3,  604, 672, 652. 91 


Value 


$6, 588, 389.  06 
19, 251, 049.  27 


25, 839, 438.  33 


1,027,637,216.75 
56,  528, 353.  08 
11,367,412.18 


216,  588, 
146,  693, 
340, 919, 


371.  53 
123.  94 
995.  60 


704, 201, 491.  07 


284, 245, 

92, 792, 

61,818, 

1, 172, 867, 


165.  96 
478.  39 
618.  00 
644.  88 


3, 411, 458, 380.  31 


3, 437, 297, 818.  64 


'  Includes  lend-lease  silver  returns. 
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Uses  of  Treasury  silver 

Listed  below  is  a  summary  of  silver  i.ssued  for  various  purposes  for  fiscal 
years  1934  through  1964.  Also  listed  on  the  table  is  the  balance  of  silver  on  hand 
at  the  end  of  fiscal  1964. 


Summary  of  silver  issues  and  closing  halances  fiscal  years  193^-6.^ 


Issues  and  closing  balances 

Fine  ounces 

Value 

Issues  (July  1,  193.3-.Tune  30,  1964): 

Silver  processed  into  U.S.  coins       -                  _           _-     . 

1,377,  .338.  451. 17 
410,814,344.19 

$1,115,581,638.26 

Silver  lend-leased  to  foreign  governments .-_  - 

191,  713, 360. 44 

Silver  sold: 

Under  Green  Act  (act  of  July  12,  1943,  .57  Stat.  520) 

Under  Act  of  July  31,  1946  (60  Stat.  750). 

167,  380,  240. 92 

138,  971, 143. 85 

18, 101,  057.  50 

78, 110,  778. 17 
103,  749,  218.  68 

Other 

17,  493,  771. 19 

324,  452,  442.  27 

199,  353,  768. 04 

Wasted  in  operations _               _          _  .  .      . 

661,  253. 42 

363,  806.  58 

Melting  losses-uncurrent  coin 

9,  481,  701.  71 

Silver  used  for  redemption  of  silver  certificates .  .    ._ 

48, 142,  978. 65 

62,  245,  633. 00 

Totalissues -    _      _                   _._.__.    -._ 

2, 161,  409,  469.  70 

1,  578,  739,  908. 03 

Balances  as  of  .June  30,  1964: 

Newly  mined  domestic  silver-act  of  July  31,  1946  (60  Stat.  750) 

Silver  bullion  securing  certificates: 
Bureau  of  the  Mint 

Other  Federal  agencies 

1,  363,  617,  352. 46 
64,  751,  316. 12 

1,  763,  060, 648.  97 
83,  718,  873.  72 

1,  428,  368,  668.  58 

1,  846,  779,  522. 69 

Silver  bullion  for  coinage  or  sale  at  $1.29+ ..      .  

1,  090.  648. 14 

13, 699,  320.  60 

102,  683.  79 

1,  802. 10 

1,410,130.90 

Silver  bullion  ordinary 

Silver  recoinage  bullion  from  uncurrent  subsidiary  silver  coins--. 
Silver  recoinage  bullion  from  uncurrent  silver  dollars  .- -- 

10,  223,  898.  49 

141.950.97 

2,  407.  56 

Total  balances 

1,  443,  263, 183.  21 

1,  858,  557,  910. 61 

Total  issues  and  balances - 

3,  604, 672,  652.  91 

3,  437,  297,  818. 64 

It  should  be  noted  that  the  largest  use  of  silver  ha.s  been  in  the  production 
of  coins ;  namely,  1,.377  plus  million  ounces.  The  next  largest  issue  was  for 
lend4ease  silver  and,  as  explained  above,  practically  all  of  this  has  been  returned 
and  appears  in  the  table  '•Summary  of  silver  receipts"  under  the  heading  "Silver 
bullion  ordinary."  Three  hundred  twenty-four  plus  million  ounces  have  been 
sold  for  indu.strial  use  under  the  acts  of  .July  12,  1943,  and  July  31,  1946.  The 
act  of  June  4,  1963,  authorized  the  Secretary  of  the  Treasury  to  redeem  silver 
certificates  in  bullion,  as  well  as  in  silver  dollars.  The  48-|-  million  ounces  of 
silver  represents  the  amount  of  silver  acquired  by  the  public  through  the  ex- 
change of  silver  certificates.  (Because  of  the  situation  in  the  market  price 
of  silver,  redemptions  did  not  start  until  September.) 

After  1933  and  prior  to  November  28,  1961,  coins  were  manufactured  from  free 
silver  in  the  Treasury.  By  the  end  of  November  1961,  the  supply  of  this  type 
silver  was  almost  depleted.  In  order  to  obtain  silver  to  meet  coinage  needs. 
President  Kennedy  on  November  28,  1061,  directed  the  Treasury  to  retire  silver 
certificates,  thus  freeing  the  silver  back  of  such  certificates  for  the  manufacture 
of  silver  coins.  At  that  time  the  Federal  Reserve  banks  did  not  have  the  au- 
thority to  issue  Federal  Reserve  notes  below  the  $">  denomination.  Therefore, 
our  supply  of  silver  for  coinage  was  limited  to  the  retirement  of  silver  cer- 
tificates of  .$5  and  above,  the  only  certificates  that  could  be  replaced  by  corre- 
sponding Federal  Reserve  notes.  The  act  of  June  4,  1963,  authorized  the  issuance 
of  $1  and  $2  Federal  Reserve  notes,  thus  making  it  possible  to  retire  gradually 
all  silver  certificates  and  to  free  the  silver  as  needed  for  coinage. 

The  U.S.  Treasury  stands  ready  to  redeem  silver  certificates  with  silver  bullion 
upon  request  at  the  monetary  price  of  .$1.29+  an  ounce.  Since  the  market  price 
ro.se  to  that  level  in  September  of  1963,  this  has  i-esulted  in  a  further  drain  on  the 
silver  stocks. 
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The  accompanying  table  shows  the  reduction  in  silver  bullion  by  months  since 
June  1963  thi'ough  coinage  allocations  and  certificate  redemptions. 

Redaction  in  silver  bullion,  by  months  beginning  June  1963 
[On  basis  of  daily  Treasury  statement] 


Month 


1963 

June  1 

July 

August 

September 

October 

November 

December 

1964 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

Xovember 

December 

1965 

January 

February 

March 

April 

Totals ._. 


Bullion  released  for  coinage 


Ounces 


4,  000,  000 

5,  000,  000 
15.  000, 000 

9,  000, 000 
10.  000,  000 

8,  000,  000 

9,  000,  000 


5,  000,  000 
1.5,  000,  000 
15,  000,  000 
15,  000,  000 

14,  000,  000 
11.000.000 

15,  000,  000 

19,  000,  000 

20.  000.  000 
22.  000.  000 
24,  000,  000 
2,3,  000, 000 


28,  000,  000 
23,  000,  000 
38.  000,  000 
14,  000,  000 


364,  000,  000 


Value 


$5, 171,  717. 17 
6,  464,  646.  46 
19,  393,  939. 38 
11,636,363.63 
12.  929,  292. 92 
10, 343,  434.  34 
11,  630,  363.  62 


6,  404, 
19,  393, 
19, 393, 
19,  393, 
18, 101, 
14,  222, 
23, 272, 

24,  565, 

25,  858, 

28,  444, 
31,  030, 

29,  737, 


646. 46 
939. 38 
939. 38 
939. 38 
010.09 
222.  21 
727!  26 
656.  55 
585.  84 
444.  42 
303. 01 
373.  72 


36,202.020.18 
29,  737,  373.  72 
49,131,313.11 
18,101,010.09 


470,  626,  262. 32 


Bullion  exchanged  for  certificates 


Ounces 


772,  481. 5 
3,  591, 055.  6 

6,  845,  056.  5 

7,  764,  502.  7 


3,  403, 

1, 804, 

3,  572, 

7,  281, 

3,  688, 

9,  418, 

2,  117, 

5,  740, 

21,  710, 

44,  473, 

20,  541, 

17,  518, 


615.4 
806.4 
474.6 
678.9 
775.  6 
659.  7 
453.  8 
999.2 
200.  4 
580.5 
383.9 
439.8 


11,291,161.2 

8,  063,  782.  4 

7,  257,  219. 0 

12,  375,  519.  8 


199,  832,  846.  9 


Value 


$998,  764. 00 

4,  642,  981. 00 

8,  850, 174. 00 

10,  038,  953. 00 


4,  400, 

2,  333, 

4,  618, 

9,  414, 

4.  769, 

12,  177, 

2,  737, 

7,  422, 

28,  069, 

57,  501, 

26,  558, 

22,  650, 


634. 00 
487. 00 
957. 00 
696. 00 
326. 00 
661.00 
718.00 
706. 00 
754. 00 
195. 00 
557. 00 
104.  00 


14,  .598,  673. 00 

11,201,658.00 

9,383,071.00 

16,  000,  672. 00 


258,369,741.00 


'  Public  Law  88-36,  passed  June  4,  1963. 


Date 


Millions  of 
tine  ounces 


The  follo\Ying  shows  the  balance  of  Treasury's  silver  stocks  at  the  end  of  the 
year  since  1958  and  for  the  first  four  months  of  this  year. 

Millions  of 
Date  fine  ounces 

196^   1,218.0 

1065: 

January    1,  180.  9 

February 1, 152.  3 

March    1,116.7 

April    1,076.6 


y.'l.TS  2,106.2 

PJoi)  2,059.9 

nm  1,992.2 

JUGl  1.862.7 

1962  1,768.3 

1963  1,584.3 

Industrial  demand  for  silver 


While  the  silver  purchase  pro,gram  was  going  on,  the  industrial  demand  for 
silver  was  increasing.  Silver  not  only  continued  to  be  used  in  the  luxur.v  items, 
l)ut  found  rising  new  markets  in  the  electronics  and  aircraft  industries  and  otlier 
important  industrial  fields.  At  the  current  rates,  world  consumption  of  silver 
exceeds  new  production  plus  the  secondary  supplies  coming  into  the  market. 
Since  1959,  the  demand  has  been  met  by  adding  Treasury  silver  to  these  sup- 
plies either  through  direct  sales  or  through  the  redemption  of  silver  certificates. 
The  coinage  needs  of  the  United  States,  as  well  as  for  some  other  countries, 
have  been  met  from  existing  stocks  and  have  not  been  a  factor  in  the  market. 

In  1933.  when  the  first  Presidential  Proclamation  taking  newly  mined  domestic 
silver  of?  the  market  was  issued,  U.S.  industrial  consumption  amounted  to  only 
10.8  million  ounces.  During  the  8-year  period  from  1933—40  annual  average 
industrial  consumption  in  the  United  States  was  23  million  ounces.  In  1941. 
at  the  start  of  the  war,  it  jumped  to  72.4  million  ounces  and  then  averaged  116 
million  ounces  during  the  war  period,  1942-45.    Consumption  in  the  United  States 
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since  the  war  has  been  up  and  down  from  a  low  of  85.5  million  ounces  to  a  high  of 
120  million  ounces.  In  IDC.S  it  was  11(»  million  ounces  and  in  1964  it  is  estimated 
that  the  demand  was  about  1120  million  ounces. 

The  current  situation  regarding  domestic  production  and  consumption  is : 
annual  newly  mined  production  runs  around  35  million  ounces  and  net  industrial 
consumption  amounts  to  about  120  million  ounces.  In  other  words,  we  in  the 
United  States  ct)nsume  industrially  about  three  times  our  current  production. 
More  than  60  percent  of  our  production  in  the  United  States  comes  into  being 
as  a  byproduct  of  copper,  lead,  and  zinc  mining.  The  remainder  comes  from 
mines  in  which  silver  is  a  primary  metal. 

The  excess  over  and  above  this  domestic  production  must  either  be  met  by  the 
importation  of  silver  or  from  Treasury  stocks.  As  a  general  rule,  the  United 
States  is  a  net  importer  of  silver.  However,  in  the  year  just  ended,  with  silver 
in  rising  demand  in  other  areas,  we  were  a  net  exi)iorter.  The  absence  of  a 
surplus  abroad,  of  course,  added  to  the  drain  on  the  Treasury  stocks. 

Free  world  industrial  consumption  of  silver  (exclusive  of  coinage)  has  in- 
creased over  86  percent  during  the  last  15  years.  In  194!)  it  amounted  to  132.5 
million  ounces  and  in  1963  it  was  247.0  million  ounces.  Exclusive  of  the  United 
States,  free  world  industrial  consumption  rose  from  47.4  million  ounces  in  1950 
to  the  current  level  of  about  137  million  ounces  in  1963. 

In  1933,  when  the  first  Presidential  Proclamation  taking  newly-mined  domestic 
silver  off  the  market  was  issued,  the  use  of  silver  in  coinage  amounted  to  less 
than  one  million  ounces.  During  the  8-year  period  from  1933  through  1940,  the 
average  annual  consumjition  of  silver  in  the  U.S.  coins  was  16  million  ounces. 
In  1941,  at  the  start  of  the  war,  it  jumped  to  55  million  ounces  and  an  annual 
average  of  67.5  million  ounces  were  consumed  in  coinage  during  the  war  period, 
1942—45.  From  194.5-61  the  average  was  38.8  million  ounces.  In  1962  coinage 
use  ro.se  to  77  milliim  ounces  and  in  1963  to  111  million  ounces.  In  1964  we 
consumed  a  total  of  203  million  ounces  in  U.S.  coinage  and  this  year  we  are 
ruiuiing  at  a  rate  of  about  300  million  ounces. 

:\Ieanwhile  coinage  consumption  of  silver  in  the  rest  of  the  free  world,  has 
decreased  13.7  percent  during  the  past  15  years.  In  1949,  it  amounted  to  70.4 
million  ounces  and  in  1963,  60.7  million  ounces. 

To  sum  up  the  situation  relative  to  the  industrial  and  coinage  uses  of  silver 
and  the  amount  being  produced,  I  attach  a  table '  from  the  Treasury  Staff  Study 
on  Silver  and  Coinage.  It  is  pointed  out  that  in  1984,  the  use  of  silver  by  industry 
and  the  arts,  as  well  as  the  use  of  silver  for  coinage,  exceeded  new  production. 


Exhibit  23. — An  act  to  provide  for  the  coinage  of  the  United  States 

[Public  Law  S9-S1,  S9th  Congress,  S.  20S0,  July  2.3,  1965] 


Coinage  Act 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
tlie  United  States  of  America  in  Congress  assembled.  That  this 


of  1965. '  Act  may  be  cited  as  the  "Coinage  Act  of  1965." 

TITLE   I— AUTHORIZATION    OF   ADDITIONAL   COINAGE 

Specifications.  Sec.  101.   (a)  The  Secretary  may  coin  and  issue  pursuant  to 

this  section  half  dollars  or  50-cent  pieces,  quai'ter  dollars  or 
25-cent  pieces,  and  dimes  or  10-cent  pieces  in  such  quantities  as 
he  may  determine  to  be  necessary  to  meet  the  needs  of  the  public. 
Any  coin  minted  under  authority  of  this  section  shall  be  a  clad 
coin  the  weight  of  whose  cladding  is  not  less  than  30  per  centum 
of  the  Aveight  of  the  entire  coin,  and  which  meets  the  following 
additional  .specifications : 

( 1 )   The  half  dollar  shall  have—  -- 

(A)  a  diameter  of  1.205  inches  ; 

(B)  a  cladding  of  an  alloy  of  800  parts  of  silver  and 
200  parts  of  copper ;  and 


1  See  exhibit  21,  page  308. 
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(C)  a  core  of  an  alloy  of  silver  and  copper  sneh  that  the 
whole  coin  weighs  11.5  grams  aucl  contains  4.6  grams  of 
silver  and  6.9  grams  of  copper. 

( 2 )  The  qua  rter  dolla r  sha  11  have — 

( A )  a  diameter  of  0.955  inch  ; 

(B)  a  cladding  of  an  alloy  of  75  per  centum  copper  and 
25  per  centum  nickel ;  and 

(C)  a  core  of  copper  such  that  the  weight  of  the  whole 
coin  is  5.67  grams. 

(3)  The  dime  shall  hav(^- 

(A)  a  diameter  of  0.705  inch  : 

(B)  a  cladding  of  an  alloy  of  75  per  centum  copper  and 
25  per  centimi  nickel :  and 

(C)  a  core  of  copper  such  that  the  weight  of  the  whole 
coin  is  2.268  grams. 

(b)  Half  dollars,  quarter  dollars,  and  dimes  may  be  minted 
from  000  tine  coin  silver  only  until  such  date  as  the  Secretary 
of  the  Treasury  determines  that  adequate  supplies  of  the  coins 
authorized  by  this  Act  are  available,  and  in  no  event  later  than 
live  years  after  the  date  of  enactment  of  this  Act. 

(c)  No  standard  silver  dollars  may  be  minted  during  the  five- 
year  i)eriod  which  begins  on  the  date  of  enactment  of  this  Act. 

Sec.  102.  All  coins  and  currencies  of  the  United  States  (in- 
cluding Federal  Reser\-e  notes  and  circulating  notes  of  Federal 
Reserve  banks  and  national  banking  associations),  regardless 
of  when  coined  or  issued,  shall  be  legal  tender  for  all  debts,  pub- 
lic and  private,  public  charges,  taxes,  duties,  and  dues. 

Sec.  103.  (a)  In  order  to  acquire  equipment,  manufacturing 
facilities,  patents,  patent  rights,  technical  knowledge  and  assist- 
ance, metallic  strip,  and  other  materials  necessary  to  produce 
rapidly  an  adequate  supply  of  the  coins  authorized  by  section  101 
of  this  Act,  the  Secretary  may  enter  into  contracts  upon  .such 
terms  and  conditions  as  he  may  deem  appropriate  and  in  the 
public  interest. 

(b)  During  such  period  as  he  may  deem  necessary,  but  in  no 
event  later  than  live  years  after  the  date  of  enactment  of  this 
Act,  the  Secretary  may  exercise  the  authority  conferred  by  sub- 
.section  (a)  of  this  section  without  regard  to  any  other  provisions 
of  law  governing  procurement  or  public  contracts. 

Sec.  104.  The  Secretary  shall  purchase  at  a  price  of  $1.25  per 
fine  troy  ounce  any  silver  mined  after  the  date  of  enactment  of 
this  Act  from  natural  deposits  in  the  United  States  or  any 
place  subject  to  the  jurisdiction  thereof  and  tendered  to  a 
United  States  mint  or  a.'^say  office  within  one  year  after  the 
month  in  which  the  ore  from  which  it  is  derived  was  mined. 

Sec.  105.  (a)  Whenever  in  the  judgment  of  the  Secretai-y  such 
action  is  necessary  to  protect  the  coinage  of  the  United  States, 
he  is  authorized  under  such  rules  and  regulations  as  he  may 
jirescribe  to  prohibit,  curtail,  or  regulate  the  expoi-tation,  melt- 
ing, or  treating  of  any  coin  of  the  United  States. 

(b)  Whoever  knowingly  violates  any  order,  rule,  regulation, 
or  license  issued  pursuant  to  sub.section  (a)  of  this  section  shall 
be  fined  not  more  than  $10,000,  or  imprisoned  not  more  than  five 
.vears,  or  both. 

Sec  106.  (a)  There  shall  be  forfeited  to  the  United  States 
any  coins  exported,  melted,  or  treated  in  violation  of  any  order, 
rule,  regulation,  or  license  issiied  under  section  105(a),  and  any 
metal  resulting  from  such  melting  or  treating. 

(b)  The  powers  of  the  Secretary  and  his  delegates,  and  the 
judicial  and  other  remedies  available  to  the  United  States,  for 
the  enforcement  of  forfeitures  of  property  subject  to  forfeiture 
pursuant  to  subsection  (a)  of  this  section  shall  be  the  same  as 
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68A  Stat.  869. 
26  use  7321- 
7329. 


Definitions. 


79  STAT.  255. 


79  STAT.  256. 


San  Francisco 
assay  ofiice, 
minting  of 
coins. 


77  Stat.  129. 


Repeal. 


Inscriptions  on 
coins. 


those  provided  in  part  II  of  subctiapter  C  of  chapter  75  of  the 
Internal  Revenue  Code  of  1954  for  the  enforcement  of  forfeitures 
of  property  subject  to  forfeiture  under  any  provision  of  such 
Code. 

Sec.  107.  The  Secretary  may  issue  such  rules  and  regulations 
as  he  may  deem  necessary  to  carry  out  the  provisions  of  this  Act. 

Sec.  108.  For  the  purposes  of  this  title — 

(1)  The  term  '"Secretary"  means  the  Secretary  of  the 
Treasury. 

(2)  The  term  "clad  coin"  means  a  coin  composed  of  three 
layers  of  metal,  the  two  outer  layers  being  of  identical  composi- 
tion and  metallurgically  bonded  to  an  inner  layer. 


(3) 
coin. 
(4) 
(5) 


The  term  "cladding"  means  the  outer  layers  of  a  clad 


The  term  "core"  means  the  inner  layer  of  a  clad  coin. 

A  specification  given  otherwise  than  as  a  limit  shall  be 
maintained  within  such  reasonable  manufacturing  tolerances  as 
the  Secretary  may  specify. 

(6)   Specifications  given  for  an  alloy  are  by  weight. 

TITLE  II— AMENDMENTS  TO  EXISTING  LAW 

Sec.  201.  The  first  sentence  of  section  3558  of  the  Revised 
Statutes  (31  U.S.C.  283)  is  amended  to  read:  "The  business  of 
the  United  States  assay  ofiice  in  San  Francisco  shall  be  in  all 
respects  similar  to  that  of  the  assay  ofiice  of  New  York  except 
that  until  the  Secretary  of  the  Treasury  determines  that  the 
mints  of  the  United  States  are  adequate  for  the  production  of 
ample  supplies  of  coins,  its  facilities  may  be  used  for  the  produc- 
tion of  coins." 

Sec.  202.  Section  4  of  the  Act  of  August  20,  19&3  (Public 
Law  88-102;  31  U.S.C.  294),  is  amended  by  changing 
"$30,000,000"  to  read  "$45,000,000". 

Sec.  203.  (a)  Section  3  of  the  Act  of  December  18.  1942  (56 
Stat.  1065;  31  U.S.C.  317c),  is  amended  by  striking  "minor" 
each  place  it  appears. 

(b)  Section  9  of  the  Act  of  March  14.  1900  (31  Stat.  48;  31 
U.S.C.  320),  is  repealed. 

Sec  204.  (a)  Section  3517  of  the  Revised  Statutes  (31  U.S.C. 
324)  is  amended  to  read  : 

"Sec.  3517.  Upon  one  side  of  all  coins  of  the  United  States  there 
shall  be  an  impression  emblematic  of  liberty,  with  an  inscription 
of  the  word  'Liberty',  and  upon  the  reverse  side  shall  be  the 
figure  or  representation  of  an  eagle,  with  the  inscriptions  'United 
States  of  America'  and  'E  Pluribus  Unum'  and  a  designation  of 
the  value  of  the  coin ;  but  on  the  dime,  5-,  and  1-cent  piece,  the 
figure  of  the  eagle  shall  be  omitted.  The  motto  'In  God  we  trust' 
shall  be  inscribed  on  all  coins.  Any  coins  minted  after  the  en- 
actment of  the  Coinage  Act  of  1965  from  900  line  coin  silver 
shall  be  inscribed  with  the  year  1964.  All  other  coins  shall  be 
inscribed  with  the  year  of  the  coinage  or  issuance  unless  the 
Secretary  of  the  Treasury,  in  order  to  prevent  or  alleviate  a 
shortage  of  coins  of  any  denomination,  directs  that  coins  of  that 
denomination  continue  to  be  inscribed  with  the  last  preceding 
year  inscribed  on  coins  of  that  denomination,  except  that  coins 
produced  under  authority  of  sections  101(a)  (1),  101(a)  (2),  and 
101(a)  (3)  of  the  Coinage  Act  of  1965  shall  not  be  dated  earlier 
than  1965.  No  mint  mark  may  be  inscribed  on  any  coins  during 
the  five-year  period  beginning  on  the  date  of  enactment  of  the 
Coinage  Act  of  1965,  except  that  coins  struck  at  the  Denver  mint 
as  authorized  by  law  prior  to  such  date  may  continue  to  be 
inscribed  with  that  mint  mark." 
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(b)  The  Act  of  September  3,  1964  (Public  Law  88-580;  31 
U.S.C.  324  note),  is  repealed. 

Sec.  205.  The  first  sentence  of  section  3526  of  the  Revised 
Statutes  (31  U.S.C.  335)  is  amended  to  read:  "In  order  to  pro- 
cure bullion  for  coinage  or  to  carry  out  the  purposes  of  section 
104  of  the  Coinage  Act  of  1965,  the  Secretary  of  the  Treasury 
many  purchase  silver  bullion  with  the  bullion  fund." 

Sec.  206.  (a)  Section  3528  of  the  Revised  Statutes  (31  U.S.C. 
340)  is  amended  to  read  : 

"Sec.  3528.  The  Secretary  of  the  Treasury  may  use  the  coin- 
age metal  fund  for  the  purchase  of  metal  for  coinage.  The 
gain  arising  from  the  coinage  of  metals  purchased  out  of  such 
fund  into  coin  of  a  nominal  value  exceeding  the  cost  of  such 
metals  shall  be  credited  to  the  coinage  profit  fund.  The  coinage 
profit  fund  shall  be  charged  with  the  wastage  incurred  in  such 
coinage,  with  the  cost  of  distributing  such  coins,  and  with  such 
sums  as  shall  from  time  to  time  be  transferred  therefrom  to  the 
general  fund  of  the  Treasury." 

(b)  The  effect  of  the  amendment  made  by  subsection  (a)  of 
this  section  shall  be  to  redesignate  the  minor  coinage  metal 
fund  established  under  section  3-528  of  the  Revised  Statutes  as 
the  coinage  metal  fund,  and  not  to  authorize  the  creation  of  a 
new  fund. 

Sec  207.  The  second  sentence  of  section  3542  of  the  Revised 
Statutes  (31  U.S.C.  355)  is  amended  by  changing  ",  in  the  case 
of  the  superintendent  of  melting  and  refining  department,  one- 
thousandth  of  the  whole  amount  of  gold,  and  one  and  one-half 
thousandths  of  the  whole  amount  of  silver  delivered  to  him  since 
the  last  annual  settlement,  and  in  the  case  of  the  superintendent 
of  coining  department,  one-thousandth  of  the  whole  amount  of 
silver,  and  one-half  thousandth  of  the  whole  amount  of  gold 
that  has  been  delivered  to  him  by  the  superintendent"  to  read 
"such  limitations  as  the  Secretary  shall  establish." 

Sec.  208.  Section  3550  of  the  Revised  Statutes  (31  U.S.C.  366; 
is  repealed. 

Sec  209.  The  second  sentence  of  section  2  of  the  Act  of  June  4. 
1963  (  Public  Law  88-36 ;  31  U.S.C.  405a-l),  is  amended  to  read  : 
"The  Secretary  of  the  Treasury  is  authorized  to  use  for  coinage, 
(tr  to  sell  on  such  terms  and  conditions  as  he  may  deem  ap- 
propriate, at  a  price  not  less  than  the  monetary  value  of 
$1.292929292  per  fine  troy  ounce,  any  silver  of  the  United  States 
in  excess  of  that  required  to  be  held  as  reserves  against  out- 
standing silver  certificates." 

Sec  210.  The  last  sentence  of  section  43(b)  (1)  of  the  Act 
of  May  12.  1933  (Public  Law  10,  73d  Congress;  31  U.S.C.  462), 
is  repealed. 

Sec  211.  (a)  Section  485  of  title  18  of  the  United  States  Code 
is  amended  to  read  : 

"§  485.  Coins  or  bars 

"Whoever  falsely  makes,  forges,  or  counterfeits  any  coin  or 
bar  in  resemblance  or  similitude  of  any  coin  of  a  denomination 
higher  than  5  cents  or  any  gold  or  silver  bar  coined  or  stamped 
at  any  mint  or  assay  oflfice  of  the  United  States,  or  in  resem- 
blance or  similitude  of  any  foreign  gold  or  silver  coin  current 
in  the  United  States  or  in  actual  use  and  circulation  as  money 
within  the  United  States ;  or 

"Whoever  passes,  utters,  publishes,  sells,  possesses,  or  brings 
into  the  United  States  any  false,  forged,  or  counterfeit  coin  or 
bar.  knowing  the  same  to  be  false,  forged,  or  counterfeit,  with 
intent  to  defraud  any  body  politic  or  corporate,  or  any  person, 
or  attempts  the  commission  of  any  offense  described  in  this 
paragraph — 


Repeal. 

78  Stat.  90S. 


Coinage  metal 
fund. 


79  STAT.  2.56. 

79  STAT.  257. 

Wastage 

allowance. 


Repeal. 

Silver  excess. 
77  Stat.  54. 


Repeal. 

48  Stat.  113. 

62  Stat.  70S. 
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Penalty. 


18  use 
331-336. 


Publication  in 

Federal 

Register. 


79  STAT.  2.57. 
79  STAT.  258. 

Membership. 


Restriction. 


Vacancies. 


Duties. 


Appropriation. 


"Shall  be  fined  not  more  than  $5,000  or  imprisoned  not  more 
than  fifteen  year.s,  or  both." 

( b )   The  table  of  sections  at  the  beginning  of  chapter  25  of  such 
title  is  amended  by  striking 
"485.  Gold  or  silver  coins  or  bars." 
and  inserting 
"485.  Coins  or  bars." 

Sec.  212.  (a)  Chapter  17  of  title  18  of  the  United  States  Code 
is  amended  by  adding  at  the  end  : 

"§  337.  Coins  as  security  for  loans 

"Whoever  lends  or  borrows  money  or  credit  upon  the  security 
of  such  coins  of  the  United  States  as  the  Secretary  of  the 
Treasury  may  from  time  to  time  designate  by  proclamation  pub- 
lished in  the  Federal  Register,  during  any  period  designated  in 
such  a  proclamation,  shall  be  fined  not  more  than  $10,000  or 
imprisoned  not  more  than  one  year,  or  both." 

(b)  The  table  of  sections  at  the  beginning  of  such  chapter  is 
amended  by  adding  at  the  end : 

"337.  Coins  as  security  for  loans." 

(c)  The  amendments  made  by  this  section  shall  apply  only 
vrith  respect  to  loans  made,  renewed,  or  increased  on  or  after  the 
31st  day  after  the  date  of  enactment  of  this  Act. 

TITLE   III— JOINT   COMMISSION   ON   THE   COINAGE 

Sec.  301.  The  President  is  hereby  authorized  to  establish  a 
Joint  Commission  on  the  Coinage  to  be  composed  of  the  Secre- 
tary of  the  Treasury  as  Chairman  ;  the  Secretary  of  Commerce  ; 
the  Director  of  the  Bureau  of  the  Budget ;  the  Director  of  the 
Mint ;  the  chairman  and  ranking  minority  member  of  the  Sen- 
ate Banking  and  Currency  Committee,  and  four  Members  of  the 
Senate,  not  members  of  such  committee,  to  be  appointed  by  the 
President  of  the  Senate ;  the  chairman  and  ranking  minority 
member  of  the  House  Banking  and  Currency  Committee,  and 
four  members  of  the  House  of  Representatives,  not  members  of 
such  committee,  to  be  appointed  by  the  Speaker;  and  eight 
public  members  to  be  appointed  by  the  President,  none  of  whom 
3hall  be  associated  or  identified  with  or  representative  of  any 
industry,  group,  business,  or  association  directly  interested  as 
such  in  the  composition,  characteristics,  or  production  of  the 
coinage  of  the  United  States. 

Sec.  302.  No  public  official  or  Member  of  Congress  serving  as 
a  member  of  the  Joint  Commission  shall  continue  to  serve  as 
such  after  he  has  ceased  to  hold  the  office  by  virtue  of  which 
he  became  a  member  of  the  Joint  Commission.  Any  vacancy  on 
the  Joint  Commission  shall  be  filled  by  the  choosing  of  a  suc- 
cessor member  in  the  same  manner  as  his  predecessor. 

Sec.  303.  The  Joint  Commission  shall  study  the  progress 
made  in  the  implementation  of  the  coinage  program  established 
by  this  Act,  and  shall  review  from  time  to  time  such  matters 
as  the  needs  of  the  economy  for  coins,  the  standards  for  the 
coinage,  technological  developments  in  metallurgy  and  coin- 
selector  devices,  the  availability  of  various  metals,  renewed 
minting  of  the  silver  dollar,  the  time  when  and  circumstances 
under  which  the  United  States  should  cease  to  maintain  the 
price  of  silver,  and  other  con.siderations  relevant  to  the  main- 
tenance of  an  adequate  and  stable  coinage  system.  It  shall 
from  time  to  time,  give  its  advice  and  recommendations  with 
respect  to  these  matters  to  the  President,  the  Secretary  of  the 
Treasury,  and  the  Congress. 

Sec.  304.  There  are  authorized  to  be  appropriated  to  remain 
available  initil  expended,  such  amounts  as  may  be  necessary 
to  carrv  out  the  purposes  of  this  title. 

Approved  July  23,  1965. 
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Exhibit  24. — Other  Treasury  testimony  published  in  hearings  before 
congressional  committees,  July  1,  1964-June  30,  1965 

Secretary  of  the  Treasury  Dillon 

Statement  on  S.  797,  an  act  to  eliminate  tlie  provision  of  existing  law  that 
Federal  Reserve  banks  hold  gold  certificates  equivalent  to  at  least  25  percent  of 
their  own  deposit  liabilities,  published  in  hearings  before  the  Committee  on 
Banking  and  Currency,  U.S.  Senate,  89th  Congress,  1st  session,  February  2, 
19G5,  pages  19-24. 


Public  Debt  Management 

Exhibit  25. — Statement  by  Secretary  of  the  Treasury  Fowler,  June  15,  1965, 
before  the  Senate  Finance  Committee,  on  the  debt  limit 

Action  is  essential  before  the  end  of  the  current  fiscal  year  to  establish  a  new 
public  debt  limit  adequate  to  accommodate  our  needs  in  the  period  ahead.  The 
present  temporary  ceiling  stands  at  $324  billion.  On  July  1,  the  ceiling,  in  the 
absence  of  congressional  action,  will  revert  to  its  permanent  level  of  $285  billion, 
$32.4  billion  below  the  estimated  debt  subject  to  limit  at  that  time.  Clearly, 
we  cannot  permit  the  credit  of  the  United  States  to  come  under  that  shadow 
for  a  single  day,  nor  doubts  arise  over  the  authority  of  the  Treasury  to  finance 
in  an  orderly  way  the  additional  needs  of  the  Federal  Government  that  will 
arise  later  in  fiscal  196G. 

You  will  recall  that  the  President's  Budget  submitted  to  the  Congress  in  Janu- 
ary of  this  year  anticipated  a  deficit  of  $6.3  billion  for  fiscal  1965.  As  you  are 
aware,  this  outlook  has  improved  significantly  since  that  time.  I^ate  in  April 
the  President  was  able  to  announce  an  expected  decrease  in  anticipated  ex- 
penditures for  the  fiscal  year  of  $500  million.  Meanwhile,  accumulating  evi- 
dence of  a  larger  than  expected  flow  of  taxes,  particularly  of  individual  income 
taxes,  now  indicates  that  receipts  will  total  at  least  $1.4  billion  more  than  an- 
ticipated in  January.  As  a  result,  our  estimated  fiscal  1965  deficit  has  been 
reduced  to  about  $4.4  billion. 

The  difference  between  our  debt  ceiling  needs  for  fiscal  1966  and  the  need  when 
the  Treasury  appeared  before  this  committee  a  year  ago  is  primarily  accounted 
for  by  this  estimated  fiscal  1965  deficit,  for  that  deficit  will  be  refiected  in  an 
approximately  equivalent  increase  in  the  debt  between  the  start  of  fiscal  1965 
and  the  start  of  fiscal  1966. 

Every  year,  the  Treasury  faces  a  large  seasonal  shortfall  in  revenues  during 
the  first  six  to  eight  months  of  a  fiscal  year.  For  instance,  we  typically  col- 
lec't  less  than  45  percent  of  our  annual  revenues  from  the  end  of  June  to  the  end 
of  December.  Consequently,  even  in  years  of  balanced  budgets,  we  have  sub- 
stantial seasonal  borrowing  requirements  over  that  period,  and  these  require- 
ments are  relatively  little  infiuenced  by  moderate  changes  in  the  budgetary  pro- 
jections for  a  fiscal  year  as  a  whole.  The  size  of  an  anticipated  surplus  or 
deficit  does,  of  course,  determine  how  much  of  this  borrowing  can  be  purely 
temporary,  to  be  paid  off  in  the  spring  when  revenues  are  seasonally  flush,  but  it 
is  the  earlier  peak  seasonal  needs  which  must  be  covered  by  the  debt  ceiling. 

Given  this  recurrent  seasonal  pattern,  it  is  plain  that  the  d^bt  ceiling  must 
be  raised  not  so  much  to  take  account  of  any  prospective  deficit  in  fiscal  1966  as 
a  whole,  but  simply  to  take  account  of  the  fact  that,  as  a  result  of  the  $4.4  bil- 
lion deficit  anticipated  for  the  current  fiscal  year,  we  expect  that  we  will  be  en- 
tering the  current  fiscal  year  with  the  actual  debt  some  $4.7  billion  higher  than 
a  year  earlier. 

I  know  the  committee  is  also  interested  in  a  review  of  the  prospects  for  fiscal 
1966  as  a  whole.  As  you  are  aware,  the  President's  January  budget,  in  estimat- 
ing fiscal  year  1966  receipts  at  $94.4  billion,  had  already  taken  into  account 
the  $1%  billion  cut  in  excise  taxes  proposed  for  July  1.  On  the  basis  of  recent 
experience,  and  with  continued  gains  in  economic  activity,  that  revenue  esti- 
mate, still  assuming  only  the  proposed  July  1  reductions  in  excises,  has  been 
raised  by  $1.6  billion.  Further  allowance  must  now  also  be  made  for  the  addi- 
tional cut  in  excise  taxes  of  $1%  billion  on  January  1,  1966,  which  was  passed 
by  the  House  of  Representatives  recently  and  upon  which  your  committee  has 
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reported.  Enactment  of  that  additional  cut  will  offset  an  estimated  $600  million 
of  the  $1.6  billion  improvement  in  the  revenue  outlook.  As  a  residt,  we  now 
estimate  receipts,  in  fiscal  1966  at  $95.4  billion,  $1  billion  higher  than  projected 
in  the  President's  January  budget. 

I  am  informed  by  the  Director  of  the  Bureau  of  the  Budget  that,  at  this  stage 
in  the  appropriations  process,  there  is  no  sound  basis  for  changing  the  expendi- 
ture estimate  for  fiscal  1966  in  the  January  budget,  and  that  the  estimated 
spending  total  of  $99.7  billion  still  represents  a  fair  appraisal  of  the  spending 
outlook.  Consequently,  we  now  anticipate  a  deficit  in  fiscal  1966  of  $4.3  billion, 
as  compared  with  $5..3  billion  in  the  President's  budget. 

The  outlook  for  the  public  debt  at  midmonth  and  month-end  dates  in  fiscal 
1966  consistent  with  this  budgetary  outlook  is  shown  on  table  I  attached.  The 
debt  levels  that  are  shown  in  the  last  column  of  table  I  are  based  on  the  same 
assumptions  that  have  been  used  in  previous  debt  limit  discussions.  The  first 
assumption  is  that  the  Treasury's  cash  operating  balance  will  be  maintained  at 
a  constant  level  of  $4  billion,  a  figure  below  our  actual  average  balances  in 
recent  years.  In  practice,  there  is,  of  course,  a  great  deal  of  fluctuation  in  our 
actual  cash  balances,  and  at  various  times  during  the  year  it  is  feasible  and 
desirable  to  achieve  cash  balances  smaller  than  $4  billion.  However,  that  figure 
seems  to  me  a  necessary  and  prudent  minimum  allowance  for  a  cash  balance 
adequate  to  conduct  the  operations  of  the  Treasury  in  an  efficient  manner,  and  it 
has  been  customary  before  both  the  House  and  Senate  committees  to  use  this 
minimum  figure  for  advance  planning. 

The  second  assumption  provides  the  usual  $.3  billion  of  margin  for  flexibility 
and  contingencies.  This  is  insurance  against  the  uncei'tainties  that  inevitably 
exist  in  projections  of  budgetary  receipts  and  expenditures  a  year  or  more 
ahead,  and  also  recognizes  the  need  for  financing  flexibility  to  assure  maximum 
efficiency  in  debt  management  operations.  For  instance.  Treasury  obviously 
would  prefer  to  refrain  from  new  financing  in  an  unfavorable  market  environ- 
ment ;  conversely,  it  would  like  to  anticipate  future  cash  requirements  by  borrow- 
ing when  markets  are  particularly  favorable.  And,  clearly,  with  receipts  and 
expenditures  subject  to  sharp  fluctuations  from  day  to  day  and  week  to  week, 
it  would  be  impractical  to  schedule  Treasury  financings  so  as  to  avoid  consid- 
erable swings  in  the  cash  balance. 

As  table  I  indicates,  our  peak  requirement,  including  the  allowance  for  con- 
tingencies, is  estimated  at  $328.9  billion  at  the  middle  of  March  1966.  Conse- 
quently, a  debt  ceiling  of  $329  billion,  $5  billion  higher  than  the  present 
temporary  limit  for  the  current  fiscal  year  was  presented  to  the  House  Ways  and 
Means  Committee  as  the  amount  that  was  necessary  to  carry  the  Treasury 
through  the  fiscal  year  1966.  That  committee  suggested  that  this  figure  instead 
be  rounded  down  to  $328  billion,  and  the  House  has  since  completed  action  to 
provide  a  new  temporary  ceiling  at  the  $328  billion  figure  for  fiscal  1966.  I 
stated  before  the  House  committee  that  our  study  had  been  carefully  done  and 
that  we  believed  it  would  be  prudent  to  fix  the  ceiling  at  the  requested  figure 
of  $329  billion.  I  added  that  the  process  of  shaving  the  assumptions  could 
entail  some  measured  risks.  Nevertheless,  I  told  the  House  committee  that  I 
would  not  enter  any  strong  objection  to  their  then  proposed  action.  In  conse- 
quence, I  appear  before  you  with  the  same  data  and  estimates  as  were  presented 
to  the  House  committee,  but  with  a  specific  request  for  the  $328  billion  ceiling 
as  voted  by  the  House  rather  than  the  $329  billion  we  had  requested. 

I  should  emphasize,  in  requesting  your  concurrence  in  this  action,  that  our 
peak  needs  have  not  been  significantly  affected  by  the  second  stage  of  the  excise 
tax  program  recommended  by  the  President.  The  estimated  $600  million  revenue 
impact  of  the  excise  tax  cuts  scheduled  for  January  1,  1966,  will  appear  in  our 
actual  collections  only  with  a  lag  of  two  to  three  months,  with  virtually  all  of  the 
effect  coming  after  our  peak  debt  needs  on  March  15  have  already  passed.  In 
fact,  substantial  reduction  of  the  debt  is  anticipated  during  the  spring  of  1966. 

I  would  also  like  to  call  your  attention  to  table  II,  comparing  our  projections 
of  the  debt  subject  to  limitation  submitted  to  this  committee  last  June  with 
actual  results.  It  can  be  seen  that  the  actual  debt  in  most  recent  months, 
adjusted  to  the  assumed  cash  balance  of  $4.0  billion  (column  5)  fluctuated 
close  to  our  earlier  estimates.  While  the  unexpected  increases  in  the  revenue 
flow  have  permitted  us  to  remain  under  our  estimates  by  a  wider  margin 
in  April  and  May,  at  the  peak  requirement  period  of  mid-March  the  debt  was 
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only  $800  million  less  than  that  which  was  estimated  a  year  ago.  It  is,  of 
course,  this  peak  seasonal  requirement  that  must  be  anticipated  almost  a  year 
ahead.  I  believe  the  record  is  also  clear  that  the  $3  billion  leeway  implicit 
in  the  temporary  ceiling  of  $324  billion  provided  for  the  current  fiscal  year  has, 
as  intended,  been  properly  reserved  as  a  margin  for  flexibility  and  emergencies, 
a  margin  that,  fortunately,  we  did  not  need  to  draw  upon  this  year. 

It  can  also  be  seen  that  as  a  practical  matter  the  operating  cash  balance  has 
rarely  been  at  or  below  $4  billion,  and  that  the  substantial,  and  not  entirely 
predictable,  monthly  variations  in  our  cash  flow  have  occasionally  resulted  in 
considerably  higher  balances  for  brief  periods.  These  variations,  I  believe,  are 
a  normal  consequence  of  an  orderly  financing  program  designed  to  assure  ade- 
quate balances  over  periods  of  peak  cash  drains,  adequate  fiexibility  in  sched- 
uling our  borrowing  operations,  and  our  ability  to  meet  the  broader  economic 
objectives  of  our  debt  management  program. 

It  is  not  the  intent  of  the  Treasury  to  ask  for  any  more  borrowing  power  than 
is  necessary  and  prudent.  To  the  contrary,  our  firm  objective  is  to  maintain  no 
more  debt  outstanding  than  that  which  is  absolutely  required  to  effectively  and 
economically  discharge  the  financial  responsibilities  of  the  Government. 


Table  I. — Estimated  -public  debt  subject  to  limitation,  fiscal  year  1966 
[In  billions.    Based  on  constant  minimum  operating  cash  balance  of  $4.0  billion] 


1965 

June  30 

July  15 

July  31 

August  15 

August  31 

September  15 

September  30 

October  15 

October  31 

November  15 

November  30 

December  15 

December  31 

1966 

January  15 

January  31 

February  15 

February  28 

March  15 

March  31 

April  15 

April  30 

May  15 

May  31 

June  15 

June  30 


Operating 

cash  balance 

(excluding 

free  gold) 


$4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 


4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 


Public  debt 
subject  to 
limitation 


$310.  2 
313.1 
314.3 
314.7 
315.7 
318.8 
313.1 
316.2 
318.7 
319.7 
319.6 
321.3 
319.6 


322.8 
321.5 
321.6 
321. 9 
325.9 
319.5 
323.0 
319.0 
318.3 
320.1 
322.8 
315.2 


Allowance  to 
provide  flexi- 
bility in  fi- 
nancing and  for 
contingencies 


$3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 


3.0 
3.0 
3.0 


3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 
3.0 


Total  public 

debt  limitation 

required 


$313.  2 
316.1 
317.3 
317.7 
318.7 
321.8 
316.1 
319.2 

321.  7 

322.  7 
322.6 
324. 3 
322.6 


325.8 
324.5 
324.6 
324.9 
328.9 
322.5 
326.0 
322.0 
321.3 
323.1 
325.8 
318.2 
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Table  II. — Comparison  of  debt  -projections  of  June  23,  1964,  with  actual  results 

[In  billions] 


Fiscal  year  1965 


1964 

June  30 

July  15 

July  31 

August  15 

August  31 

September  15 

September  30 

October  15 

October  31 

November  15 

Noveniber  30 

December  15 

December  31 

19G5 

January  15 

January  31 

February  15 

February  28 

March  15 

March  31 

April  15 

April  30 

May  15 

May  31 

June  15 

June  30 


Projections  of 
June  23, 1964 


Operating 
cash  bal- 
ance (ex- 
cluding 
free  gold) 


(1) 


$4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 


4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 
4.0 


Debt 
subject  to 
liniitation 


(2) 


$307.  9 
311.0 
311.8 
313.5 
314.2 
316.9 
311.2 
315.0 
316.3 
318.1 
317.7 
320.  5 
316.0 


318.9 
318.0 
319.1 
318.2 
321.0 
315.4 
319.2 
315.6 
316.7 
317.1 
319.9 
313.9 


Actual 


Operating 
cash  bal- 
ance (ex- 
cluding 
free  gold) 


(3) 


$10. 1 
.5.9 
5.3 
6.1 
6.0 
3.8 
9.3 
5.1 
4.8 
4.8 
7.2 
3.3 
6.2 


2.8 
4.5 
4.6 
6.8 
4.2 
8.1 
4.5 


9.7 


Debt 
subject  to 
limitation 


(4) 


$312.  2 
311.2 
311.6 
31.3.  2 
314.6 
315.7 
316.1 
315.6 
316.1 
317.  0 
319.0 
318.7 
318.5 


317.9 
318.4 
318.4 
320.3 
320.4 
318.1 
318.0 
316.9 
316.1 
319.5 


Debt  sub- 
ject to 
Ihnitation 

after 

adjusting 

cash 

balance 

to  $4.0  I 

(5) 


$306. 1 
309.3 
310.3 
311.1 
312.6 
315.9 
310.8 
314.  5 
315.3 
316.  2 
315.8 
319.4 
316.3 


319.1 
317.9 
317.8 
317.5 
320.2 
314.0 
317.5 
313.0 
311.2 
313.8 


Difference 
column  5 
compared 

■with 
column  2 


-1.8 

-1.7 

-1.5 

-2.4 

-1.6 

-1.0 

-.4 

-.5 

-1.0 

-1.9 

-1.9 

-1.1 

+.3 


+.2 

-.1 

-1.3 

-.7 

-.8 

-1.4 

-1.7 

-2.6 

-5.5 

-3.3 


1  Adjustment  to  $4.0  billion  cash  balance  places  data  on  basis  comparable  to  estimates  given  on  June  23  ' 
1964,  as  shown  in  column  (2). 


Exhibit  26. — Remarks  by  Under  Secretary  of  the  Treasury  for  Monetary  Affairs 
Roosa,  November  19,  1964,  before  the  Bankers  Club  of  Chicago,  on  debt  man- 
agement, liquidity,  and  monetary  stability 

The  title  for  these  remarks  was  not  selected,  or  at  least  not  merely  selected, 
because  it  seemed  a  large  enough  portmanteau  to  cover  anything  I  might  want 
to  discuss  when  November  19  arrived.  Nor  do  I  have  any  wish  to  add  another 
voice  to  the  chorus  of  official  and  unofBcial  comments  being  heard  these  days  on 
the  proper  pre.sent  posture  for  monetary  policy.  But  this  title  does  express, 
perhaps  more  effectively  than  I  will  be  able  to  do  in  talking  on  at  greater 
length,  a  fundamental  point  of  view  on  the  role  and  usefulness  of  debt 
management : 

The  design  and  issuance  of  the  public  debt  must,  of  course,  first  be  con- 
centrated upon  the  effective  placement  in  the  market  of  obligations  to 
replace  maturing  issues  and  to  provide  new  money  as  required.  But,  in 
addition,  debt  management  can — through  the  types  of  issues  offered,  and  the 
manner  and  timing  of  offering.s — be  a  constructive  force  in  affecting  the 
liquidity  of  the  economy.  That,  in  turn,  may  both  exert  a  useful  influence 
upon  flows  of  funds  into  or  out  of  the  country  and  also  help  to  maintain  the 
monetary  stability  we  need  for  balanced  and  continuing  growth. 

It  has  been  the  Treasury's  aim,  for  several  years  now,  to  develop  somewhat 
further  these  larger  potentials  of  debt  management.  That  is  why  I  thought  it 
would  be  useful  to  glance  backward  tonight — with  special  emphasis  upon  those 
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dimensions  of  debt  management  tliat  reach,  into  our  national  policies  affecting 
liquidity  and  monetary  stability — to  review  what  has  been  attempted,  in  an  effort 
to  learn  for  the  futui-e.  Since  my  own  direct  association  with  debt  management 
on  the  Treasury  side  has  covered  only  the  past  four  years,  what  I  say  will  relate 
particularly  to  this  period.  My  colleagues  and  I  are  deeply  aware  that  we  owe 
to  our  predecessors  and  their  imaginative  innovations  a  large  part  of  any  success 
we  may  have  had  in  our  operations,  but  I  would  not  want  to  implicate  those 
predecessors  with  responsibility  for  these  reflections  on  ijolicies  of  debt 
management. 

Before  turning  to  wider  policy  considerations,  however,  it  is  important  to 
recognize  the  persistent  and  awesome  pressure  from  the  sheer  passage  of  time 
that  every  debt  manager  must  face.  Naive  as  it  sounds  when  simply  stated,  out- 
standing securities  are  always  getting  shorter,  every  day,  and  unless  something 
is  done  about  it  the  bulk  of  the  debt  could  soon  be  in  vei*y  short-term  form, 
requiring  continuous  replacement.  That  inexorable  pressure  compels  every 
debt  manager  to  think  first  of  housekeeping,  not  only  for  the  period  of  his  own 
tenure  but  for  that  of  his  successors.  From  that  pressure  comes,  incidentally, 
the  common  bond  of  understanding  and  continuity  that  characterizes  this  aspect 
of  work  in  Government,  perhaps  more  than  many  other  kinds  of  governmental 
activity,  from  one  Administration  to  the  next. 

The  overriding  need  is  to  keep  a  structure  of  debt  that  is  spaced  over  a  num- 
ber of  years  ahead,  and  consists  of  instruments  that  are  fully  useable  in  and 
familiar  to  a  broad  and  active  trading  market.  Closely  related  is  the  clear 
need  to  keep  the  overall  burden  of  interest  charges  upon  the  budget  at  the 
practicable  minimum  determined  by  a  free,  competitive  market.  Within  the 
boundaries  set  by  respect  for  those  essentials,  there  is  still  considerable  scope, 
however,  for  purposeful  variation  in  offerings  to  further  the  general  objectives 
of  Government  policy.  There  are  also  risks — the  risks  not  only  of  unintentional 
error  but  also  of  attempting  to  do  too  much — risks  which  have  at  times  in  the 
past  seemed  so  great  as  to  persuade  some  that  debt  management  should  follow 
a  straightline  course  without  particular  regard  for  whether  the  broader  impact  of 
specific  financing  operations  helped  or  hindered,  for  example,  the  current  objec- 
tives of  the  Federal  Reserve  and  monetai-y  policy. 

Yet  the  simple  fact  that  the  Government  debt  exists,  and  must  be  managed 
in  some  way,  means  that  the  Treasury  will  necessarily,  in  any  year,  pass  through 
the  market  10  to  15  times  as  large  a  volume  of  Govei-ument  securities  as  are 
represented  by  all  Federal  Reserv^e  open  market  transactions  in  that  year. 
Whether  the  Treasury  wishes  to  or  not,  it  is  affecting  the  current  supply  of 
short,  intermediate,  or  long-term  issues.  Subject  to  keeping  the  amounts  of  its 
offerings  within  the  dimensions  of  the  market's  distributive  capacity,  and  subject 
to  keeping  its  terms  reasonably  in  line  with  current  market  quotations,  the 
Treasury  can,  and  inescapably  will,  exert  a  strong,  and  at  times  a  critical,  in- 
fluence upon  the  markets  for  most  kinds  of  fixed-interest  obligations,  through- 
out the  maturity  range. 

The  challenge  is  to  use  that  influence,  when  the  imperatives  of  the  debt  struc- 
ture leave  a  range  of  choice,  in  the  manner  best  calculated  to  further  the  objec- 
tives of  governmental  economic  policy  as  a  whole,  and  particularly,  to  comple- 
ment or  reinforce  rather  than  to  negate  the  current  efforts  of  the  Federal  Re- 
serve. Under  a  different  system  of  government — ^such  as  the  centralized  and 
unified  direction  of  policy  that  is  common  in  Europe,  for  example — such  a  chal- 
lenge would  seem  to  call  for  a  blueprint  of  hierarchical  control.  Not  here.  For 
in  a  government  of  checks  and  balances  between  and  among  coordinate  bodies, 
the  answer  can  be  found  in  communication  and  harmonization.  That,  at  any 
rate,  is  the  way  it  has  seemed  to  me,  during  the  brief  period  of  my  own  Treasury 
experience,  that  the  relationship  has  flourished.  Nonetheless,  there  are  cer- 
tainly real  risks  here,  too,  and  those  who  call  out  warnings  from  time  to  time  on 
the  need  to  preserve  the  independent  integrity  of  the  Federal  Reserve  are  per- 
forming another  essential  function  of  our  check  and  balance  process. 

Before  I  turn  further  to  some  of  the  details  of  our  debt  management  experience 
that  have  seemed  to  me  exciting  during  these  last  few  years,  I  must  first  remind 
you,  too,  of  the  even  larger  frame  that  I  meant  to  include  in  saying  that  we  have 
viewed  debt  management  as  a  part  of  overall  economic  policy.  For  the  Admin- 
istration and  Congress  have,  I  think,  been  able  in  the  past  two  or  three  years  to 
respond  to  a  call  that  has  often  come  from  many  sides,  including  the  Federal 
Reserve  itself,  a  call  for  bringing  fiscal  policy  into  a  tacit  partnership  with 
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monetary  policy,  for  i-ecogniziug  that  there  must  be  a  conscious  "mix"  of  fiscal 
and  monetary  policy,  and  for  making  clear  that  monetary  policy  should  not  be 
expected  to  take  on  alone  the  task  of  assuring  the  monetary  and  financial 
stability  so  essential  to  continued  national  prosperity  and  sustained  balance  in 
our  international  accounts. 

The  investment  tax  credit,  the  liberalized  depreciation  allowances,  the  mas- 
sive reduction  in  income  taxes,  these  were  all  a  part  of  that  response.  And 
as  these  powerful  forces  were  releasing  their  strength  to  help  propel  a  major 
expansion  in  the  output,  employment,  and  incomes  of  the  American  economy, 
it  was  the  agreed  task  of  debt  management,  alongside  the  monetary  policy  deter- 
mined by  the  Federal  Reserve,  to  try  to  help  maintain  conditions  in  the  credit 
and  capital  markets  that  would  sustain  the  expansion  without  cumulating  into 
an  inflationary  excess  of  aggregate  demand,  or  a  speculative  spiral  of  securities 
prices  and  property  values.  At  the  same  time,  it  was  essential  to  reconcile  this 
task  of  debt  management  with  another,  that  of  helping  to  nudge  upward  those 
interest  rates  which  might  be  able  to  hold  in  the  United  States  some  of  the 
volatile  short-term  funds  that  could  othei-wise  flow  out  to  foreign  markets, 
aggravating   our  already  large   balance-of-paymeuts  deficit. 

All  of  this  meant  that  debt  management  was  called  upon  to  find  and  fill  a 
useful  place  in  the  effort  which  the  Government  as  a  whole  had  to  make  to 
help  stimulate  the  domestic  economy,  to  help  eliminate  the  balance-of-payments 
deficit,  and  to  help  in  maintaining  the  conditions  of  monetary  stability  essential 
for  both  home  expansion  and  external  balance. 

The  place  tiiat  debt  management  found  in  the  effort  to  stimulate  the  economy 
v/as,  veiT  largely,  though  not  only,  protective,  containing  the  potential  for  in- 
flation that  lay  in  the  use  of  other,  more  active,  stimulators.  While  the  Gov- 
ernment debt  has  continued  to  rise — though,  to  be  sure,  on  a  declining  scale 
in  recent  years — as  a  consequence  of  the  Government's  expenditure  require- 
ments and  tax  policies,  debt  management  has  been  able  to  keep  the  financing 
of  the  deficits  in  noninflationary  form.  Of  the  total  increase  in  marketable  debt 
of  nearly  $21  billion  over  these  past  four  years,  for  example,  some  .$20  billion 
is  at  this  moment  accounted  for  by  the  enlarged  outstanding  total  of  bonds  of 
five  years  or  more  in  maturity.  And  all  this  new  debt,  on  balance,  has  been 
absorbed  by  nonbank  investors.  The  total  holdings  of  all  Government  securities 
of  all  maturities  by  the  commercial  banks  have  actually  declined  by  about  $li/^ 
billion  since  the  beginning  of  1961. 

At  the  same  time,  as  the  supply  of  longer-term  Government  bonds  has  been 
increased,  every  effort  has  been  made  to  so  adapt  the  timing  and  form  of  new 
issues  to  the  current  market  as  to  exert  a  minimum  of  upward  impact  on  longer 
term  interest  rates  and  to  assure  the  continued  ready  availability  of  long-term 
funds  for  all  other  economic  uses. 

In  fact,  while  long-term  Government  bonds  have  been  issued  over  the  past 
four  years  at  several  times  the  pace  of  the  preceding  four  years,  the  aggregate 
volume  of  funds  loaned  or  invested  in  the  economy  as  a  whole  has  been  around 
one-third  greater  than  in  the  preceding  four  years,  and  interest  rates  on  mort- 
gages, corporate  bonds,  and  municipal  bonds  are  still  %  to  %  percent  below  their 
highs  of  1961.  To  be  sure,  many  other  factors  were  at  work  as  well  in  producing 
these  results,  perhaps  most  notably  the  spur  to  savings  provided  by  the  con- 
tinuing general  stability  of  prices.  But  at  any  rate  debt  management  does  seem 
to  have  been  able  to  accomplish  its  main  objective,  so  far  as  the  domestic  econ- 
omy was  concerned  :  to  finance  the  growing  debt  in  a  noninflationary  manner 
without  impeding  the  other  stimuli  being  given  the  economy  by  fiscal  and  mone- 
tary policy  in  the  effort  to  promote  expansion. 

On  the  balanee-of-payments  side,  the  main  problem  for  debt  management  cen- 
tered in  the  behavior  of  short-term  flows  of  funds,  and  the  interest  rates  which 
to  some  extent  affect  them.  For  the  Federal  Reserve's  continuing  effort  to 
assure  a  ready  availability  of  credit,  unless  conditioned  in  some  way,  would 
mean  short-term  interest  rates  so  low  as  to  spur  an  outflow  of  funds  to  other 
centers  that  would  swamp  out  the  benefits  of  any  other  gains  being  made  toward 
balance  in  our  overall  external  accounts.  One  clear  way  to  help,  along  with 
other  important  methods  adapted  to  this  same  need  by  the  Federal  Reserve  itself, 
was  to  add  to  the  market  supply  of  very  short-term  issues,  notably  Treasury 
bills.    This  the  Treasury  has  proceeded  to  do. 

From  January  1961,  to  the  present,  the  supply  of  Treasury  bills  has  been 
increased  by  some  $15  billion,  or  more  than  one-third.    This  added  supply  has 
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been  an  important  factor  in  raising  the  rate  on  3-month  bills  from  2%  percent 
early  in  1961  to  nearly  3%  percent  today.  There  have,  to  be  sure,  been  inter- 
vals when  neither  the  step  by  step  increases  that  have  brought  about  this  rise, 
nor  the  effect  of  changes  in  the  cost  of  obtaining  forward  cover,  have  been  suf- 
ficient to  check  substantial  outflows  of  short-term  funds ;  but  most  of  the  time 
the  overall  deterrent  effect  has  been  clear  and  impressive.  Certainly  such  flows 
could  have  been  disastrously  greater  had  not  these  more  or  less  steady  increases 
in  short-term  rates  proved  possible — during  years  in  which  we  have  also  been 
in  need  of  a  continuing  ample  availability  of  funds  at  home  for  spurring  do- 
mestic economic  expansion. 

But  there  are  risks  in  adding  indefinitely  to  the  supply  of  Treasury  bills. 
For  these,  too,  represent  liquidity,  a  form  of  near-money.  Account  had  to  be 
taken  of  their  impact  on  the  near-cash  positions  of  businesses  and  banks,  as 
well  as  the  implications  for  debt  management  in  tJie  need  to  keep  rolling  over 
these  bills  in  large  amounts  at  frequent  intervals.  To  provide  at  least  a  partial 
offset,  the  Treasury  steadily  reduced  the  supply  of  other  short-term  issues. 
Roughly  $61/^  billion  of  coupon  issues  in  the  under-one-year  area  have  now  dis- 
appeared; about  $71/^  billion  has  been  taken  out  of  the  l-to-5  year  sector.  The 
combined  total  reflects  a  rise  of  only  $1  billion,  on  balance,  in  the  entire  ma- 
turity segment  from  zero  years  to  five  years.  And  the  remainder,  as  already 
noted — roughly  $20  billion  of  the  total  of  about  $21  billion  of  new  marketable 
debt  since  January  1961 — has  all  been  placed  in  maturities  beyond  5  years. 

There  has  been  another  way  in  which  debt  management  has  been  made  a 
part  of  ba la nce-of -payments  policy :  through  the  issuance  of  short-term  bonds 
to  foreign  monetary  authorities,  denominated  in  their  own  currencies.  With 
more  than  $1  billion  of  these  now  outstanding,  and  with  transfers  of  them 
between  other  countries  already  having  occurred,  the  versatility  of  this  instru- 
ment is  being  demonstrated,  and  it  may  have  already  found  a  permanent  place 
in  the  monetary  arrangements  of  the  future.  As  a  possible  means  of  absorbing 
foreign  monetary  balances  that  might  otherwise  be  pressed  upon  us  for  con- 
version into  gold,  this  new  approach  can  provide  direct  assistance  to  our  external 
monetai-y  position,  while  also  carrying  as  w^ell  as  any  conventional  issue  a  cor- 
responding amount  of  the  debt  which  must,  in  any  event,  be  placed  with  some 
holder  somewhere. 

Perhaps  the  most  effective  single  technique  that  has  been  used  to  keep  the  debt 
well  placed,  as  a  base  for  continuing  monetary  stability  in  the  United  States, 
has  been  that  of  advance  refunding,  first  introduced  in  I960  by  our  predecessors, 
Secretaries  Anderson  and  Baird.  Debt  extension,  through  this  route  or  any 
other,  is  an  omnipresent  consideration  because : 

1.  No  Secretary  of  the  Treasury  can  let  so  much  debt  pile  up  in  the  short- 
term  area  that  he  must  always  do  his  financing,  literally,  with  his  back  to 
the  wall.  He  needs  some  scope  for  choosing  the  timing,  amounts,  and  mla- 
turities  of  his  offerings  in  relation  to  the  going  market. 

2.  A  vast  array  of  market  institutions,  including  a  wide  variety  of  savings 
intermediaries,  has  developed  around  a  balanced  distribution  of  de'bt  in- 
struments of  short,  intermediate,  and  long  maturities.  Although  the  propor- 
tions among  these  can  be  expected  to  change  with  changing  market 
conditions,  and  changing  expectations  as  to  these  conditions,  there  must 
at  all  times  be  some  intermediate  and  some  long-term  issues  outstanding 
in  order  to  "hold  a  place"  in  the  debt  structure  for  the  time  when  public 
policy  calls  for  additions,  or  retirements,  in  one  sector  or  another.  That 
is,  without  familiarity  and  continuity,  there  will  be  virtually  no  markets 
in  the  longer  sectors  when  the  time  comes  for  active  infiuence  to  be  exerted 
in  these  areas. 

3.  A  balanced  debt  structure  will  usually  assure  a  lower  aggregate  cost 
of  debt  service.  It  is  concentration  of  the  debt,  or  of  current  financing, 
in  one  maturity  sector  that  risks  high  interest  costs  to  the  Treasury  of  the 
kind  represented  by  the  so-called  Magic  Fives,  which  we  just  retired  last 
August,  or  their  sister,  the  4%'s,  which  we  just  retii-ed  last  Monday. 

4.  Moreover,  a  significant  supply  must  be  kept  in  all  maturity  sectors  in 
order  to  give  the  Federal  Reserve  a  suitable  market  through  which  to  exert 
its  own  desired  influence.  In  its  effort  to  help  hold  short  rates  at  higher 
levels,  the  Federal  Reserve  has  over  the  past  three  years  and  more  been 
doing  some  of  its  buying  in  the  intennediate  or  longer-term  area  to  avoid 
putting  downward  pressure  on  bill  yields.     The  additions  to  tiie  market 
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supply  of  these  longer  issues  have  been  useful,  in  helping  to  give  the  Federal 
Reserve  an  active  trading  market  to  work  in. 

5.  The  active  trading  markets  made  possible  when  there  is  a  substantial 
supply  in  all  maturity  segments  is  an  important  medium  for  gauging  the 
impact  of  changes  in  general  siipply  and  demand  conditions,  in  a  form  of 
widely  tradeable  instrument  free  of  credit  risk. 

6.  The  timing  and  decisiveness  of  Treasury  action  in  making  its  own 
offering  can  also  act  as  a  catalyst  for  the  related  markets  in  corporate 
land  municipal  bonds.  For  example,  the  successful  offering  of  three-quarters 
of  a  billion  dollars  of  21-year,  4i^  percent  bonds  as  part  of  the  January 
advance  refunding  at  the  beginning  of  this  year  seemed  to  give  many  other 
elements  in  the  market  a  signal  they  were  waiting  for,  restoring  confidence 
to  a  nervous  market,  and  actually  resulting  in  a  marked  reduction  of  market 
yields.  Similarly,  the  10-year,  4i/4  pei*cent  bond  included  in  the  regular  May 
refunding  provided  a  tonic  to  market  psychology  as  investors  took  $1^ 
hillion  of  the  offering. 

There  are,  reinforcing  these  reasons  for  always  giving  weight  to  the  possi- 
bility of  debt  extension,  three  additional  considerations  that  have  made  advance 
refundings  particularly  attractive  from  the  Treasury's  point  of  view  : 

1.  The  Treasury  has  complete  initiative  with  respect  to  timing  and 
amounts.  Instead  of  being  bound  to  act  on  a  maturity  date  established 
many  years  earlier,  the  Treasury  can  choose  when  to  enter  the  market,  in 
the  light  of  prevailing  market  conditions — accomplishing  more,  disturbing 
less. 

2.  Moreover,  should  the  response  be  comparatively  poor — either  because 
new  events  intervened  while  the  books  were  open,  or  because  the  design  of 
the  offering  was  not  adequately  attractive — the  Treasury  suffers  no  signifi- 
cant consequences.  It  still  will  have  other  oppoi"tunities  to  handle  the  re- 
maining holdings  of  securities  eligible  for  the  advance  exchange,  and  there 
will  be  no  impact  at  all  upon  its  cash  position.  Low  response  to  a  refunding 
of  actually  matured  issues,  on  the  other  hand,  raises  innuendoes  of  "failure," 
and  leads  to  a  possible  short-fall  of  cash  as  the  Treasury  pays  out  heavy 
amounts  for  redemptions. 

3.  By  combining  many  issues  in  a  single  operation,  often  taking  maturi- 
ties scattered  over  a  range  of  several  years,  the  Treasury  can  reduce  the 
total  number,  or  the  scale,  or  both,  of  its  subsequent  offerings.  The  effec't 
can  be  to  reduce  the  weight  of  Treasury  operations  in  the  market,  particu- 
larly important  in  periods  when  the  market  itself  is  under  strain  as  might 
have  been  anticipated  through  this  past  autumn,  for  example. 

The  role  of  advance  refundings  in  the  debt  extension  effort  of  recent  years 
has  been  spectacular.  Over  the  5  years  1960-64  that  advance  refundings  have 
been  in  use,  the  Treasury  has  issued  an  annual  average  of  about  $4  billion  of 
bonds  maturing  in  10  years  or  more,  compared  with  an  average  of  slightly  more 
than  $1  billion  per  year  for  the  8  preceding  years — the  8  years  that  followed  the 
"Accord"  of  1951.  Or  if  the  definition  of  long  bonds  is  stretched  to  include  9-year 
maturities — which  proved  to  be  a  particularly  useful  middle-issue  in  advance 
refunding  offerings — ^the  annual  average  for  the  past  5  years  becomes  more  than 
$7  billion,  while  the  average  for  the  earlier  years  remains  unchanged  at  about 
$1  billion.  Another  gauge  of  this  effect  is  to  look  at  the  presently  outstanding 
Treasury  debt  due  after  five  years.  Some  $32.9  billion,  or  53  percent  of  the 
current  total,  was  issued  in  advance  refundings.  It  is  not  often  realized,  wlien 
concern  is  expressed  over  loose  fiscal  and  monetary  policies  in  Washington,  that 
on  balance  practically  all  of  the  increase  in  the  Treasury's  marketable  debt 
since  January  1961,  has  been  financed  at  long-term  so  that  it  is  still,  despite 
the  passage  of  the  years  since  then,  due  in  five  years  or  more. 

As  a  result,  the  long  postwar  decline  in  the  average  maturity  of  the  market- 
able debt  to  a  low  of  4  years  2  months  in  September  1960,  was  not  only  ended  but 
reversed.  The  average  maturity  is  now  5  years  2  months,  up  about  12  months 
from  the  September  1960  low.  It  is  worth  noting,  however,  that  by  the  yearend 
the  average  maturity  will  be  practically  unchanged  from  the  end  of  last  year, 
despite  the  issuance  of  $13.8  billion  of  Treasury  bonds  this  year.  This  is  elo- 
quent evidence  of  the  volume  of  new  long-term  financing  that  must  be  done 
in  order  to  offset  the  impact  of  the  passage  of  time  on  the  maturity  structure. 

None  of  this  is  intended  to  imply  that  debt  extension  should  be  restricted  to 
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advance  refundings  only,  any  more  than  it  has  been  in  the  past,  or  indeed  that 
debt  extension  must  be  eonhned  to  olferings  of  long-term  bonds.  On  the  first 
point,  for  example,  we  achieved  a  modest  amount  of  debt  extension  last  May 
by  selling  $1.5  billion  of  10-year,  4%  percent  bonds  in  the  course  of  refunding  a 
regular  quarterly  maturity.  This  operation  increased  the  average  maturity  of 
the  marketable  debt  by  nearly  one  month.  With  regard  to  the  second  point,  I 
would  note  that  our  continuing  progTam  to  move  from  the  old  pattern  of  a 
one-year  anchor  issue  in  our  quarterly  refundings  to  an  IS-month  pattern  has 
already  increased  the  average  maturity  by  about  three-quarters  of  a  month 
over  what  it  would  otherwise  have  been. 

However,  I  have  already  continued  this  discussion  much  too  long.  My  only 
excuse  is  that  oppoilunities  of  this  kind  are  rare,  and  I  could  not  resis^t  making 
the  most  of  this  one,  particularly  because  I  have  suspected  that  I  might  be 
preaching  to  the  converted. 

I  have  not  begun  to  touch  on  many  of  the  other  fascinating  sides  of  debt 
management — the  experiment  in  auctioning  long-'term  bonds,  the  continuing  role 
of  the  dealer  market,  the  techniques  for  issuing  Treasury  bills,  or  the  impact 
of  cash  offerings  as  contrasted  with  exchanges — ^to  list  a  few. 

But  I  have  most  wanted  to  emphasize  the  inherent  dualism  in  debt  manage- 
ment. The  housekeeping  is  essential ;  proper  technical  placement  must  be  as- 
sured. But  there  are  also  inherent  and  important  other  potentials.  We  have 
been  gaining  some  added  experience  over  the  past  four  or  five  years  in  using  these 
potentials  to  help  further  the  broader  objectives  of  Government  economic  policy. 
AVhere  better  than  in  the  administration  of  the  Government's  own  debt  should 
there  be  concern  for  maintaining  conditions  of  liquidity  and  credit  availability 
that  will  help,  as  far  as  Government  influence  can,  to  maintain  monetary  stability 
in  the  United  States? 
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Deming,  June  8,  1965,  at  the  National  Mortgage  Banking  Conference  of  the 
Mortgage  Bankers  Association  of  America,  Minneapolis,  Minnesota,  on  debt 
management  and  the  long-term  capital  market 

The  basic  continuing  goal  of  debt  management  is  to  assure  the  capacity  of  the 
Federal  Government  at  all  times  to  provide  the  necessary  cash  to  meet  any  deficit 
in  the  budget  and  to  refinance  maturing  securities,  and  to  do  so  in  ways  that  will 
neither  require  inflationary  money  creation  or  disruptive  influences  on  credit 
markets.  Given  the  large  size  of  the  Federal  debt  in  relation  to  the  economy  and 
to  the  total  supply  of  credit  market  instruments,  as  well  as  its  importance  as 
a  medium  for  portfolio  adjustments  by  investors  and  for  Federal  Reserve 
operations,  another  related,  but  not  identical,  goal  of  debt  management  is  to 
achieve  a  well  distributed  debt,  both  in  terms  of  ownership  characteristics  and 
maturity.  This  entails,  in  particular,  an  amount  of  shorter-dated  debt  related 
to  the  economy's  need  for  liquid  instruments.  Finally,  changes  in  the  compo- 
sition of  the  debt  over  time,  through  its  influence  on  the  structure  of  interest 
rates,  the  flow  of  funds  to  other  borrowers,  and  the  liquidity  of  the  economy,  can 
and  should  contribute  to  the  effort  of  economic  policy  as  a  whole  to  achieve  non- 
inflationary  economic  growth  at  home  and  balance-of-payments  equilibrium. 

One  continuing  objective  of  debt  management,  in  pursuing  the  broad  goals,  is 
to  maintain  a  variety  of  instruments  outstanding  in  all  maturity  sectors  of  the 
market,  and  to  develop  techniques  that  permit  orderly  marketing  of  new  issues 
throughout  the  maturity  spectriun,  so  that  active  trading  markets  and  access  to 
areas  will  be  preserved.  In  the  process,  a  key  objective  is  to  avoid  a  volume  of 
shorter  dated  issues  so  large  as  to  leave  the  Treasury  vulnerable  in  its  financing 
operations  to  serious  marketing  difliculties  and  sudden  large  increases  in  in- 
terest cost  in  periods  of  market  strain.  This,  in  turn,  requires  continuing  at- 
tention to  the  need  to  offset  the  passage  of  time  on  the  maturity  structure  and  the 
development  of  techniques  that  permit  the  placement  in  the  market  of  longer 
dated  securities. 

Efiiciency  in  financing,  in  the  sense  of  minimizing  interest  costs  consistent  with 
the  aims  described  above,  is  a  constant  objective  of  debt  management.  This 
objective  has  been  aided  by  the  development  of  techniques  that  facilitate  the 
placement  of  new  issues  with  a  minimum  market  impact,  and  by  taking  ad- 
vantage of  opportunities  to  place  debt  in  those  portions  of  the  maturity  structure 
where  demand  is  relatively  strong. 
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Against  this  baclvground  of  basic  goals  and  objectives,  I  want  to  talk  today 
about  the  debt  management  operations  of  the  Treasury  Department  as  they  affect 
the  long-term  capital  markets  in  the  United  States.  Actually,  the  net  demands  of 
the  Federal  Government  on  the  markets  have  been,  and  will  remain,  quite  mod- 
erate in  relation  to  the  demands  of  other  borrowers,  even  though  the  overall 
amount  of  financing  activity  in  recent  years  has  tended  to  overshadow  this  fact. 

In  making  that  point,  I  don't  want  to  minimize  the  kinds  of  problems  the 
Treasury  debt  managers  have  had  to  cope  with  through  the  postwar  years — 
problems  that  were  reflected  during  much  of  the  1950's  in  a  persistent  shortening 
of  the  debt  structure — nor  the  achievement  of  more  recent  years  in  developing 
ways  and  means  of  placing  more  of  our  debt  in  longer-term  form.  But  it  is  im- 
portant to  keep  these  problems  and  achievements  in  the  broader  perspective  of 
the  growth  of  the  economy  and  the  vast  size  of  our  capital  markets. 

In  terms  of  its  absolute  size,  the  Federal  debt  has  gone  up  $59  billion  since 
1946,  or  by  almost  a  quarter.  But  this  compares  with  a  35-percent  rise  in  our 
population,  so  that  the  debt  is  now  nearly  $200  less  per  capita  than  it  was  at  the 
end  of  World  War  II.  More  significantly,  the  Federal  debt  has  declined  to  less 
than  one-quarter  of  total  debt,  reflecting  the  much  more  rapid  400-percent  rise 
in  other  debt,  debts  of  individuals,  businesses,  and  State  and  local  governments. 

The  financing  of  the  Second  World  War  had,  of  course,  greatly  inflated  the 
relationship  of  the  Federal  debt  to  overall  business  activity,  and  we  emerged 
from  that  war  in  1946  with  our  debt  equal  to  116  percent  of  gross  national  prod- 
uct. Currently,  this  ratio  has  dropped  below  50  percent,  and  I  believe  there  is 
every  prospect  that,  with  continuing  economic  growth,  it  will  continue  to  decline 
over  the  years  ahead. 

By  the  end  of  1959,  the  average  life  of  the  debt  had  decreased  from  the  com- 
fortable postwar  level  of  7  years  11  months  that  existed  in  1946  to  a  greatly  re- 
duced level  of  4  years  4  months.  The  Treasury,  during  a  good  many  of  those 
years,  had,  in  effect,  withdrawn  from  the  long-term  market  in  the  face  of  strong 
competing  demands  from  other  borrowers,  rising  interest  rates  and  tight  market 
conditions.  And  the  sheer  arithmetic  of  the  passage  of  time  works  insidiously 
against  the  debt  manager,  year  after  year. 

Perhaps  this  effect  can  be  demonstrated  most  graphically  by  recent  experience. 
In  last  month's  financing  operation,  involving,  in  part,  the  4^4 's  of  1974,  the 
highly  successful  extension  of  $2  billion  of  debt  for  9  years  provided  something 
less  than  a  one-month  addition  to  the  average  life  of  the  total  marketable  debt. 
So  we  are  continually  reminded  that  it  is  necessary  to  "run"  to  keep  up  with  the 
effect  of  the  passage  of  time  on  our  debt  structure,  and  woe  betide  the  debt  man- 
ager who  fails  to  recognize  that  fact. 

Since  the  end  of  1959,  a  trend  toward  a  lengthening  in  the  average  maturity  of 
the  debt  has  been  evident.  This  reversal  of  the  earlier  trend  was  due  in  large 
part  to  innovations  in  debt  management  techniques  begun  by  my  distinguished 
fellow  Twin  Citian,  Julian  Baird,  and  built  upon  by  his  successor,  Robert  Roosa. 
From  December  1959  to  March  1965,  the  total  amount  of  Federal  securities  out- 
standing increased  by  $27.5  billion,  but  nearly  all  of  that  increase  was  in  the 
form  of  bonds  maturing  in  more  than  five  years.  Consequently,  the  average  life 
of  the  debt  increased  to  5  years  4  months.  How  did  this  vital  change  in  direction 
prove  possible  without  bringing  strain  on  the  capital  market?  Part  of  the  an- 
swer lies,  I  believe,  in  the  fact  that  the  demands  that  were  made  on  the  capital 
market  in  order  to  accommodate  this  debt  management  requirement  were,  in  the 
perspective  of  the  capacity  of  that  market,  rather  modest. 

In  order  to  appreciate  this  point,  it  is  necessary  to  center  attention  on  the  public 
marketable  issues  that  are  held  by  private  investors,  U.S.  Government  invest- 
ment accounts,  and  by  the  Federal  Reserve  System.  This  will  eliminate  from 
consideration  the  special  issues  held  in  U.S.  Government  investment  accounts, 
savings  bonds,  other  nonmarketable  issues  (which,  in  recent  years,  have  been 
tailored  entirely  for  foreign  accounts),  and  minor  amounts  of  guaranteed  Gov- 
ernment securities  and  noninterest-bearing  debt.  Of  the  $24  billion  increase  in  the 
marketable  debt  that  occurred  from  1959  to  the  present,  only  a  little  more  than  $8 
billion  was  placed  in  the  "private"  sector.  Government  investment  accounts  took 
about  $5  billion  of  the  added  marketable  issues,  and  the  Federal  Reserve  banks 
took  $11  billion. 

Within  the  private  sector,  there  are  many  classes  of  investors  that  actually 
hold  slightly  fewer  governments  now  than  in  December  1959,  including  the  im- 
portant commercial  banks,   insurance  companies,   mutual  savings  banks,   and 


EXHIBITS  331 

corporations.  Those  whose  holdings  have  increased  are  State  and  local  govern- 
ments, which  have  added  over  $5  billion  ;  foreign  and  international  investors,  who 
have  added  $4  billion ;  and  all  other  investor  groups,  including  savings  and  loan 
associations,  corporate  pension  funds,  and  dealers,  whose  totals  have  increased  by 
$4.5  billion.     The  holdings  of  individuals  are  also  higher  by  $1  billion. 

This  points  to  the  fact  that,  in  placing  its  added  debt,  the  Treasury  has  "dis- 
placed" potential  placements  by  other  borrowers  only  with  State  and  local 
governments,  many  of  whom  are  still  restricted  to  Government  issues  in  any 
event,  and  probably  with  some  corporate  pension  funds.  And  the  total  increase 
in  demand  in  this  sector  of  the  market  was  certainly  not  much  more  than  about 
$6  billion  for  the  period  observed. 

Rather  than  competing  for  funds  with  other  users,  the  primary  accomplish- 
ment of  debt  management  during  this  period  was  the  successful  restructuring  of 
the  debt  within  the  framework  of  existing  holdings.  The  principal  vehicle  that 
was  used  to  accomplish  this  restructuring  was  the  advance  refunding  technique. 
Currently,  about  67  percent  of  outstanding  20-year  and  over  debt  was  placed  by 
this  method,  and  the  comparable  percentage  for  the  5-  to  20-year  maturities  is  58 
percent. 

The  major  categories  of  investors  have  been  willing  to  accept  the  debt  exten- 
sions that  have  been  offered  to  them  by  the  Treasury,  or  have  been  enabled 
to  find  new  issues  to  meet  their  needs  readily  in  the  dealer  market.  Virtually 
all  of  the  major  investor  groups  have  extended  the  average  life  of  their  port- 
folios since  1959. 

In  sheer  dollar  volume,  the  primary  area  of  concentration  of  offerings  in 
advance  refundings  has  been  in  the  5-  to  10-year  range.  This  has  met  the  de- 
sires of  the  commercial  banks,  who  have  wanted  to  extend  to  increase  their 
current  income ;  and  it  has  proved  quite  acceptable  to  the  mutual  savings  banks, 
to  the  savings  and  loan  associations,  and  to  other  investors,  who  place  con- 
siderable emphasis  on  liquidity  requirements  in  their  Government  security 
portfolios.  Meanwhile,  life  insurance  companies,  pension  funds,  and  others 
interested  in  the  truly  long-term  bonds  have  had  repeated  opportunities  to 
exchange  into  such  bonds,  and  have  responded  favorably  to  advance  refunding 
offers  in  that  area. 

At  a  time  of  rapid  growth  in  highly  liquid  savings  media,  this  increase  in 
the  average  life  of  the  debt  has  had  the  broad  advantage  of  forestalling  any 
excessive  buildup  in  liquidity  for  the  economy  as  a  whole.  More  narrowly,  it 
has  had  the  collateral  advantage  of  allowing  the  Treasury  to  make  less  frequent 
trips  to  the  market  for  smaller  amounts  of  funds.  Maturities  of  coupon  issues, 
for  example,  were  reduced  from  $40  M;  billion  in  1959  to  only  $31  billion  by  the 
end  of  March  1965.  Then,  too,  the  advance  refunding  technique  has  allowed 
short-dated  issues  to  be  extended  at  times  when  the  market  was  most  receptive 
and,  in  effect,  has  let  the  market  help  make  the  decisions  as  to  how  much  was 
to  be  sold  in  which  maturity  range. 

I  do  not,  of  course,  mean  to  imply  that  the  markets  are  capable  of  absorbing 
indefinite  amounts  of  longer-term  debt  in  advance  refunding  operations  or  that 
there  would  be  no  problems  in  overly-frequent  use  of  this  technique.  The  extent 
of  restructuring  has  to  be  keyed  to  market  demand,  and  it  has  often  required 
substantial  bank  and  dealer  underwriting  in  order  to  facilitate  the  ultimate 
placement  of  the  securities  involved.  We  will  continue  to  attempt  to  mesh 
these  plans  with  our  continuing  assessment  of  the  market  potential,  and  with 
recognition,  too,  of  the  continuing  role  and  function  of  the  dealer  market  in 
enabling  investors  to  do  their  own  refunding  through  the  market.  It  is  not 
our  intention  to  strain  the  capital  markets  or  to  place  a  ceiling  on  prospects 
for  price  appreciation  by  a  restructuring  operation  at  every  favorable  juncture. 

During  the  1960's,  a  great  deal  of  consideration  has  had  to  be  given  to  the 
implications  of  our  operations  for  the  balance  of  payments.  We  have  been 
concerned  particularly  about  maintaining  a  reasonably  competitive  relationship 
between  our  short-term  investment  opportunities  and  alternative  short-term  in- 
vestments in  other  money  markets,  taking  account,  of  course,  of  the  cost  of 
cover. 

This  was  a  primary  reason  for  increasing  the  volume  of  regular  Treasury 
bills  outstanding  by  more  than  $19  billion  since  December  19.59.  But,  at  the 
same  time,  the  total  of  maturities  due  within  one  year  has  increased  by  only 
$7%  billion.     This  was  made  possible  by  a  massive  movement  of  the  coupon 
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bonds  out  of  the  short-term  area,  another  change  made  possible  by  the  use  of 
the  advance  refunding  operation. 

Looking  to  the  future,  we  can  examine  the  Treasury's  responsibilities  in  light 
of  the  perspective  that  has  been  developed.  Ideally,  the  Treasury  wants  to 
place  as  much  of  its  long-term  borrowing  in  the  hands  of  bona  fide  savers  as 
is  possible.  In  this  connection,  it  is  frequently  pointed  out  that  recent  incre- 
ments in  the  public  debt  have  been  accommodated  without  additions  to  the 
Government  bond  holdings  of  the  commercial  banks.  The  banks  held  $60.3 
billion  in  December  1959,  and,  as  of  the  end  of  March  1965,  these  holdings 
were  estimated  to  amount  to  $60  billion. 

It  should  also  be  pointed  out  that  the  U.S.  savings  bonds  program  is  making 
continuing  and  substantial  contributions  in  this  area.  During  the  past  five 
and  one-quarter  years,  Series  E  and  H  savings  bonds  have  increased  by  $6 
billion,  while  the  discontinued  Series  F,  G,  J,  and  K  bonds  have  declined  by 
$4i/i  billion.  In  this  way,  savings  bonds,  which  ai'e  the  only  vehicle  we  have 
for  directly  tapping  the  "I'etail"  market  for  savings,  have  made  an  important 
continuing  contribution  to  our  debt  management  objectives,  a  contribution  we 
expect  will  continue,  aided  so  greatly  by  the  volmateer  efforts  of  banks  and 
businessmen  in  all  sections  of  the  country. 

Here,  I  want  to  add  a  word  about  the  financial  requirements  for  the  new 
fiscal  year  beginning  in  less  than  a  month.  With  every  prospect  that  the  deficit 
for  the  year  will  be  held  within  reasonable  proportions,  these  requirements 
should  be  fully  consistent  with  attainment  of  our  basic  debt  management  goals. 

Certainly,  balance-of-payments  considerations  will  require  at  least  the  same 
total  of  regular  Treasury  bills,  and,  if  necessary,  that  total  could  be  increased 
without,  in  my  judgment,  conflicting  with  the  broader  liquidity  needs  of  the 
economy.  At  the  same  time,  opportunities  are  apt  to  arise  over  the  course  of 
the  year  to  fit  additional  longer-term  financing  into  our  financing  pattern,  con- 
sistent with  the  relatively  modest  size  of  our  overall  needs. 

The  financing  schedule  for  the  current  fiscal  year,  1965,  offers  a  recent  ex- 
ample of  the  manner  in  which  Treasury  debt  operations,  with  an  estimated 
deficit  on  the  order  of  $4i^  billion,  can  be  fitted  into  the  market  without  impeding 
the  orderly  flow  of  funds  to  other  borrowers,  while  also  making  progress  toward 
improving  the  debt  structure.  So  far  as  cash  financing  was  concerned,  $6% 
billion  of  marketable  debt  was  issued  in  the  first  half  of  this  fiscal  year,  with 
$4  billion  of  this  accounted  for  by  tax  anticipation  bills.  Another  $1%  billion 
of  tax  bills  were  sold  in  January.  Aside  from  this  temporary  debt,  less  than 
$4  billion  of  new  securities  were  sold  for  cash  during  the  course  of  the  year, 
and  almost  half  of  that  $4  billion  merely  offset  normal  attrition  on  our  refunding 
offers.  Consequently,  the  net  addition  to  the  marketable  debt  will  only  be 
about  $2  billion — less  than  the  amount  absorbed  by  the  Federal  Reserve  and 
Government  investment  accounts  in  meeting  their  needs.  On  balance,  therefore, 
it  was  not  necessary  to  call  upon  the  market  for  new  funds,  and  our  financing 
schedule  and  market  developments  provided  scope  for  two  sizeable  advance 
refundings  to  improve  the  debt  structure. 

The  outlook  for  fiscal  year  1966,  in  terms  of  our  own  requirements,  is,  if 
anything,  for  a  somewhat  smaller  volume  of  cash  offerings,  reflecting  prospects 
for  a  slight  further  decline  in  our  deficit,  as  well  as  our  comfortable  cash  balance 
position.  And  this  is  after  having  taken  the  fiscal  1966  impact  of  the  pending 
excise  tax  cut  into  consideration. 

The  immediate  outlook  concerning  the  fir.st  half  of  fiscal  1966  is  certainly  not 
very  different  from  the  preceding  year.  In  fact,  our  cash  balance  position  would 
permit  deferral  of  new  borrowing  well  into  the  fiscal  year.  We  could  even,  if  it 
seems  appropriate,  extend  to  six  months  our  period  of  absence  from  the  new 
cash  market.  Later  in  the  summer  or  fall,  sizeable  borrowing  needs  are  certain, 
perhaps  in  an  amount  of  $8  billion,  to  cover  seasonal  needs  of  this  pei-iod.  But, 
again,  these  needs  could  appropriately  be  met  in  substantial  proportion  by  tax 
anticipation  bills,  to  be  retired  from  the  seasonal  surplus  in  March  and  June. 
The  residual,  more  permanent,  need  during  the  period  can,  I  believe,  be  handled 
with  considerable  flexibility  both  in  timing  and  maturity,  depending  both  on 
market  developments  and  the  broader  needs  of  the  economy,  either  in  terms  of 
our  domestic  or  balanee-of -payments  objectives. 

One  can,  of  course,  cite  Government  financing  activities  in  the  hundreds  of 
billions  of  dollars  by  adding  together  the  regular  rollover  of  Treasury  bills, 
jaormal  refundings,  and  advance  refunding  takings  on  the  scale  of  recent  years. 
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But  these  computations  do  not  seem  to  me  an  accurate  measure  of  the  impact 
of  Federal  iinance.  They  divert  attention  from  the  main  point  that  tlie  Treas- 
ury's net  demands  have  been,  and  are  lilcely  to  remain,  modest,  when  compared 
with  any  other  sector  of  the  capital  market.  Moreover,  the  financing  flexibility 
that  we  have  achieved — and  of  which  I  am  a  happy  recipient  of  the  hard-won 
gains  of  my  predecessors — permits  these  requirements  to  be  spread  out  in  an 
orderly  manner  in  ways  that  minimize  any  potentially  disruptive  impact. 

In  concentrating  on  Treasury  debt  management  today,  I  do  not  want  to  leave 
you  with  any  impression  that  I  am  oblivious  of  the  current  problems  with  which 
you  are  coping.  As  the  yield  curve  has  flattened,  a  competitive  squeeze  has  been 
placed  upon  you,  between  the  yield  requirements  of  your  customers  and  the  drive 
to  obtain  the  needed  volume  of  mortgage  outlets  for  your  funds.  This  squeeze 
probably  makes  it  more  difficult  to  resist  pressures  toward  a  deterioration  in  the 
quality  of  credit  in  the  industry. 

Given  the  urgency  of  our  balance-of-payments  problem  and  the  compelling 
need  to  maintain  a  competitive  posture  in  the  short-term  area,  I  cannot  offer 
any  clear  prospect  of  relief  with  respect  to  competing  attractions  for  your  cus- 
tomers' funds.  On  the  other  side  of  the  coin,  I  think  that  there  is  ample  evidence 
of  a  continuing  large  flow  of  funds  available  for  mortgage  investment,  and,  quite 
frankly,  that  seems  to  me  healthy  in  terms  of  the  economy  as  a  whole.  So  the 
squeeze  may  well  continue.  And,  by  the  same  token,  I  believe  a  heavy  burden 
of  responsibility  is  thrust  upon  your  own  industry  to  cope  with  this  situation 
without  being  tempted  in  the  process  to  contribute  toward  a  weakening  in  the 
credit  structure  that  would  create  new  problems  in  the  future.  In  this  area, 
there  can  simply  be  no  substitute  for  your  own  vigilance. 


Exhibit  28. — Remarks  by  Deputy  Under  Secretary  of  the  Treasury  for  Monetary 
Affairs  Volcker,  March  9,  1965,  before  the  North  Texas  Industrial  Payroll 
Savings  Bond  Campaign,  Dallas,  Texas,  on  debt  management  and  the  savings 
bond  program 

I  am  delighted  to  be  here  today  to  help  launch  this  important  savings  bond 
campaign.  Those  of  us  in  the  Ti-easury  who  share  some  of  the  responsibility 
for  debt  management  are  particularly  conscious  of  the  immense  contribution 
the  savings  bond  program  makes  to  financing  our  Government  soundly,  and  to 
the  financial  strength  of  our  nation  as  a  whole.  We  are  also  conscious  of  the 
fact  that  the  success  of  this  effort  is  directly  dependent  upon  the  willing  per- 
sonal support  of  you  and  other  business  leaders  throughout  the  country. 

We  in  the  Treasury  are  especially  proud  of  the  savings  bond  program.  No 
other  land  has  achieved  anything  like  the  broad  public  participation  in  financing 
a  Government  that  we.  as  a  direct  result  of  the  savings  bond  program,  take  as  a 
matter  of  course  in  this  country.  And  I  can  think  of  no  other  Government  pro- 
gram that  has  received  such  strong  and  sustained  support  through  the  years 
from  so  many  volunteers — from  industry,  whose  energetic  leadership  in  pro- 
moting payroll  savings  in  thousands  of  firms  has  converted  tens  of  millions  of 
citizens  to  the  "savings  bond  habit" — from  banks,  which  issue  without  charge 
80  percent  of  all  savings  bonds— from  the  world  of  advertising,  which  annually 
provides  millions  of  dollars  of  space  and  talent — and  from  the  many  others  who 
carried  the  ''savings  bond  message"  into  our  cities  and  towns  and  schools  in 
every  part  of  the  nation. 

As  a  result  of  these  efforts  there  is,  I  would  venture  to  say,  scarcely  a  citizen 
in  our  land  who  does  not  think  of  savings  bonds  as  both  a  symbol  and  a  source 
of  national  strength  and  of  personal  financial  security.  Yet,  this  program  does 
pose  one  of  those  curious  anomalies  of  life,  for  one  of  the  main  functions  of  this 
most  familiar  of  Government  programs  is  to  support  one  of  the  most  unfamiliar, 
and  yet  most  essential,  operations  of  Government :  the  management  of  our  public 
debt. 

Because  the  savings  bond  program  is  so  important  to  our  objective  of  financing 
the  public  debt  in  a  sound  and  uoninflationary  manner,  and  because  this  re- 
lationship is  so  little  understood,  I  would  like  to  concentrate  upon  that  aspect 
with  you  today. 

One  of  the  hard  facts  of  life  with  which  a  debt  manager  has  to  cope  is  that 
our  national  debt  has  been  rising,  not,  fortunately,  as  fast  as  production  and 
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incomes,  nor  anywhere  near  as  fast  as  private  debt,  but  nevertheless  rising. 
From  1946-64,  the  increase  in  the  total  debt  held  by  the  general  public  was 
some  $16  billion.  But  over  those  same  18  years,  the  investment  in  E  and  H 
bonds  has  grown  by  $18  billion.  This  means,  of  course,  that  the  Treasury  over 
this  same  period  could  reduce  the  volume  of  securities  placed  in  the  rest  of  the 
market  by  nearly  $2  billion,  despite  an  increase  of  $8  billion  over  the  last  four 
years.  As  a  result,  E  and  H  bonds  now  account  for  22  percent  of  the  publicly 
held  debt,  as  opposed  to  only  1.5  percent  in  1946. 

These  figures  help  illustrate  how  important  the  growth  in  the  public's  hold- 
ings of  savings  bonds — spurred  largely  by  efforts  such  as  those  of  this  group  here 
today — has  been  in  easing  the  task  of  debt  management  throughout  the  postwar 
period.  And  the  contribution  of  savings  bonds  is  no  less  important  today.  To 
illustrate,  new  sales  of  savings  bonds  have  held  at  consistently  high  levels, 
amounting  to  $4.6  billion  last  year.  That  was  equivalent  to  40  percent  of  our 
total  cash  financing  over  the  same  period.  These  new  sales  exceeded  the  net 
increase  in  the  debt  placed  with  private  investors  during  the  year.  In  other 
words,  if  for  some  reason  the  savings  bond  program  were  suddenly  shut  off,  we 
would  have  had  to  find  a  home  for  more  than  twice  as  much  debt  in  other  parts 
of  the  private  securities  marlvet  in  1964  than  was  in  fact  the  case. 

But  these  raw  figures  cannot  themselves  fully  reflect  the  importance  of  the 
savings  bond  program,  and  the  payroll  savings  plan  effort  in  particular,  to  debt 
management  and  to  the  financial  health  and  well-being  of  our  Nation's  Govern- 
ment. In  most  of  its  financing  operations,  the  Ti-easury  must  in  effect  be  a 
wholesaler  of  securities,  tailoring  offerings  running  to  billions  of  dollars  to  the 
needs  of  investment  institutions  and  businesses.  There  is  simply  no  alterna- 
tive. Faced  with  large  maturities  of  debt  on  a  specific  day,  or  with  large  cash 
needs  over  a  period  of  weeks,  we  naturally  must  seek  out  funds  where  they  are 
promptly  available  in  large  amounts.  And  even  if  we  could,  we  would  not 
want  to  draw  upon  billions  of  dollars  of  individual  savings  abruptly,  at  the 
expense  of  disrupting  the  flow  of  savings  into  investment  through  normal 
channels. 

But  it  is  also  important  that  we  not  overburden  this  "wholesale"  market. 
The  prime  economic  function  of  the  savings  bond  program  is  to  provide  a  means 
for  the  Treasury  to  obtain  over  time  a  fair  share  of  the  enormous  "retail"  mar- 
ket for  savings  generated  by  the  great  mass  of  individuals. 

The  success  of  this  program  is  reflected  in  the  widely  dispersed  holdings  of 
savings  bonds  among  our  citizens  at  all  income  levels.  By  and  large,  these 
holdings  represent  the  net  result  of  gradual  accumulations  over  the  years. 
Thus,  the  Treasury  has  been  able  to  tap  an  immense  source  of  funds  that  would 
otherwise  be  extremely  diflicult  or  impossible  to  reach  and,  at  the  same  time, 
to  avoid  an  abrupt  and  potentially  damaging  impact  on  flows  of  savings  through 
our  financial  institutions  or  to  other  borrowers. 

In  this  way,  the  savings  bond  program  has  materially  enlarged  the  flexibility 
of  our  entire  debt  management  operations.  This  has  been  particularly  important 
during  the  past  few  years,  not  only  because  we  have  had  to  finance  a  series  of 
deficits,  but  also  because  debt  management  has  been  called  upon  to  do  far  more 
than  it  has  in  the  past  in  helping  to  support  an  orderly  advance  in  business 
activity  and  in  protecting  the  stability  of  the  dollar. 

Four  years  ago,  as  you  know,  the  Nation  was  floundering  in  its  fourth  post- 
war recession.  At  the  same  time,  our  balance-of -payments  deficits,  and  resulting 
gold  outflows,  had  reached  alarming  heights.  As  a  result,  we  had  to  boost 
domestic  economic  growth  at  the  same  time  that  we  had  to  whittle  down  our 
balance-of-payments  deficits.  In  terms  of  monetary  and  debt  management  policy, 
that  meant  that  we  had  to  keep  open  the  channels  of  long-term  credit  vital  to 
nourishing  domestic  economic  growth,  but,  at  the  same  time,  we  have  had  to 
keep  our  short-term  interest  rates  more  or  less  in  line  with  those  abroad  in  order 
to  cut  dov/n  on  outflows  of  short-term  funds  abroad. 

One  of  the  ways  we  could  help  support  the  level  of  short-term  rates,  and  thus 
help  our  balance  of  payments,  was  to  issue  more  short-term  Treasury  bills. 
Since  the  end  of  1960  the  total  volume  of  Treasury  bills  of  all  types  outstanding 
has  increased  by  some  $20  billion,  helping  to  raise  the  three-month  bill  rate 
from  about  2^^  percent  in  early  1961  to  just  under  4  percent  today. 

At  the  same  time,  however,  this  large  additional  supply  of  bills  could  po- 
tentially have  created  another  problem.  Too  much  short-term  Treasury  fi- 
nancing could  create  excessive  liquidity  in  the  economy  as  a  whole,  eventually 
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leading  to  inflationary  pressures,  and  produce  the  kind  of  unbalanced  debt 
structure  that  would  add  to  future  financing  problems.  Therefore,  we  have 
needed  to  offset  the  adverse  effects  of  this  bill  financing  on  our  total  debt 
structure  in  our  other  financing  operations.  Our  success  in  that  effort  can  be 
measured  by  an  increase  in  the  average  maturity  of  our  marketable  debt  from  a 
low  of  4  years  2  months  in  1960  to  roughly  5  years  5  mouths  at  the  end  of 
January,  the  longest  average  maturity  since  the  mid-1950"s. 

This  needed  restructuring  of  the  debt  was  accomplished  by  seizing  favorable 
opportunities  in  the  market  for  longer-term  financing  as  they  appeared,  and  by 
using  new  techniques — such  as  refunding  outstanding  securities  well  in  advance 
of  their  final  maturity — that  facilitated  the  sale  of  larger  amounts  of  long-term 
bonds  without  disturbing  the  flow  of  funds  to  homebuyers,  businessmen,  State 
and  local  governments,  and  consumers.  These  new  techniques  for  selling  bonds 
were  critically  important  at  a  time  when  it  was  essential  that,  in  improving  our 
own  debt  structure,  we  not  hamper  the  availability  of  credit  to  other  long-term 
borrowers,  thus  helping  to  sustain  an  orderly  business  advance. 

The  fact  of  the  matter  is  that,  since  1901,  the  entire  increase  in  the  marketable 
porti(m  of  our  debt  can  be  accounted  for  by  securities  maturing  in  more  than 
five  years.  At  the  same  time,  commercial  bank  holdings  of  Government  securities 
were  actually  slightly  lower  at  the  end  of  January  than  four  years  earlier.  And 
this  clear  record  of  noninflationary  finance  has  been  accomplished  without  pushing 
rates  for  mortgages  or  municipal  or  corporate  bonds  higher. 

The  effective  functioning  of  the  savings  bond  program  has  been  essential  to 
these  accomplishments.  Without  that  program,  we  might  have  had  to  turn 
toward  much  more  short-term  borrowing  and  rely  on  commercial  bank  financing, 
with  potentially  inflationary  consequences.  Alternatively,  we  would  have  had 
to  expand  drastically  the  volume  of  long-term  Treasury  financing,  with  the 
attendant  risk  of  diverting  too  many  funds  from  other  borrowers  and  of  thus 
impeding  our  economic  advance.  In  either  event,  our  objective  of  sustained 
noninflationary  growth  would  have  been  impaired. 

Moreover,  every  dollar  of  savings  bond  sales  make  a  direct  contribution  to 
our  efforts  to  improve  the  maturity  structure  of  the  debt.  We  take  pride  in  the 
fact  that  the  average  maturity  of  the  marketable  portion  of  the  debt  has  been 
raised  above  five  years.  Savings  bonds,  in  contrast,  are  held  for  an  average 
period  of  around  seven  years. 

Today,  a  sound  and  strong  dollar  is  imperative  for  both  domestic  and  inter- 
national reasons,  we  need  to  maintain  our  excellent  record  of  price  stability. 
In  this  effort,  a  growing,  vigorous  savings  bond  program  seems  to  me  to  have  a 
more  important  role  to  play  than  at  any  time  since  World  War  II. 

But  in  concentrating  on  the  role  of  savings  bonds  in  our  debt  management 
effort  in  my  remarks  today,  I  don't  want  to  minimize  the  other  lasting 
benefits  of  this  program  to  the  Nation  as  a  whole  and  to  the  individual  citizen 
who  buys  savings  bonds.  Savings  bonds  offer,  to  every  American  citizen,  a 
convenient  means  for  obtaining  an  absolutely  safe  investment,  promptly  con- 
vertible into  cash,  at  an  assured  rate  of  return  over  a  number  of  years.  Through 
savings  bonds,  and  payroll  savings  in  particular,  many  of  our  citizens  have  been 
encouraged  for  the  first  time  to  develop  regular  savings  patterns,  and  to  help 
build  their  personal  and  family  security. 

Even  beyond  these  individual  benefits,  I  believe  the  Nation  itself  is  strengthened 
in  intangible  ways  by  a  program  which  enables  all  our  citizens  to  take  a  direct 
part  in  financing  their  Government.  This  kind  of  personal  participation  in 
Government  financing,  in  my  judgment,  both  reflects  widespread  confidence  in 
the  integrity  of  our  currency  and  in  our  financial  policies,  and  provides  our 
citizens  with  a  direct  stake  in  responsible  policies  in  the  future. 

There  is  no  more  efi'ective  way  to  promote  the  sale  of  savings  bonds  than 
through  the  payroll  savings  plan.  We  have  witnessed  great  progress  in  ad- 
vancing payroll  savings  over  the  past  several  years,  and  today  the  heart  of  the 
entire  program  lies  in  purchases  of  Series  E  bonds  on  this  basis.  Some  60  per- 
cent of  all  E  bonds  are  now  sold  through  regular  payroll  savings  plans. 

Yet  much  still  remains  to  be  done  if  payroll  savings  plans  are  to  make  their 
fullest  contribution  to  our  Nation's  welfare.  That  is  why  Mr.  Tannery  has  asked 
you  to  help  in  this  important,  growing  region  of  our  country. 

The  Treasury  stands  ready  to  help  you  in  every  way  it  can.  Our  Savings 
Bonds  Division  will  give  you  technical  assistance,  and  can  develop  publicity  and 
advertising.     But  the  success  of  our  elfort,  in  the  last  analysis,  rests  almost 
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entirely  upon  the  top  management  of  the  business  firms  involved,  uik)u  manage- 
ment's personal  conviction  of  the  worth  of  the  program  and  their  willingness 
to  provide  the  prestige  and  leadership  necessary  to  bring  the  message  to  the 
employees  of  their  companies.     That  is  why  your  help  is  so  vital. 

You,  and  you  alone,  can  keep  the  payroll  savings  plan  strong  and  growing.  In 
so  doing,  you  will  be  contributing,  and  contributing  directly,  to  the  effort  to  keep 
our  dollar  sound — an  effort  essential  not  only  to  our  own  security  and  well-being, 
but  to  the  security  and  well  being  of  the  entire  free  world. 


Exhibit  29. — Other  Treasury  testimony  published  in  hearings  before 
congressional  committees,  July  1,  1964-June  30,  1965 

Secretary  of  the  Treasury  Fowler 

Statement  on  the  debt  limit,  published  in  executive  hearings  before  the  Com- 
mittee on  Ways  and  Means,  House  of  Representatives,  89th  Congress,  1st  session, 
May  25,  1965,  pages  1-4. 


Taxation  Developments 

Exhibit  30. — Message  from  the  President  to  the  Congress,  May  17,  1965,  trans- 
mitting proposed  recommendations  relative  to  excise  and  fuel  taxes 

Fourteen  months  ago,  I  signed  the  Revenue  Act  of  1964,  which  reduced  the 
income  taxes  of  the  American  people  by  .$14  billion. 
That  action  had  a  profound  impact  on  the  American  economy  : 
Consumer  buying  rose  $28  billion. 

Business  investment  in  plant  and  equipment  rose  $6%  billion. 
Almost  2  million  new  jobs  were  created,  and  unemployment  fell  to  the 
lowest  level  in  7  years. 
Meanwhile,  the  stability  of  our  prices — unmatched  in  the  world  today — held 
firm,  and  our  foreign  trade  surplus  set  new  records. 

I  am  proud  of  the  success  of  the  1964  tax  cut.     It  proves  that  taxes  do  much 
more  than  raise  revenue  to  finance  Government — they  also  affect  the  health  and 
strength  of  the  Nation's  economy. 
Unwise  tax  policy  can — 

unduly  restrict  private  purchasing  power ; 
hold  back  economic  growth  ; 
stifle  incentives ; 

distort  decisions  by  consumers  and  producers  ; 
enlarge  rather  than  shrink  budget  deficits. 
On  the  other  hand,  wise  tax  policy  can — 

raise  the  purchasing  power  of  private  citizens  ; 
expand  production  and  create  jobs  ; 
stimulate  initiative  and  improve  efficiency  ; 

reduce  budget  deficits  by  expanding  the  tax  base  and  increasing  tax 
revenues. 
We  used  tax  policy  last  year  to  achieve  those  goals. 

As  a  result,  this  month  we  passed  a  milestone  in  economic  history :  more  tjian 
50  months  of  unhrolcen  peacetime  expansion. 

But  we  cannot  stand  still.  We  must  continually  adjust  our  tax  system  to 
assure  that  it  makes  a  maximum  contribution  to  our  economic  growth. 

For  that  reason  I  am  recommending  reductions  in  excise  taxes  as  well  as 
increases  in  user  charges. 

EXCISE  TAXES 

7  recommend  an  excise  tax  reduction  of  $3.5  Million  in  two  equal  stages 
effective  July  1, 1965,  and  January  1, 1966. 

I  also  recommend  further  reductions  on  January  1  of  each  year  from  1961 
through  1969  totaling  $Ji6It  million. 

Many  of  our  existing  excises  were  born  of  depression  and  war.  Many  were 
designed  to  restrain  civilian  demand  in  wartime  and  thereby  free  resources  for 
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military  use.     They  need  to  be  reexamined  to  assure  that  they  do  not  hold  back 
an  expanding  peacetime  economy. 

The  proposed  program  of  excise  tax  ciits  and  revisions  will  spur  growth  and 
move  us  closer  to  full  employment  by  removing  an  unnecessary  drag  on  consumer 
and  business  purchasing  power.     It  will  also — 
lower  prices  to  consumers ; 

lessen  the  burden  of  regressive  taxes  on  low-income  families  ; 
raise    business   profits    by    expanding   sales   and    cutting   costs    of   tax 
compliance ; 
cut  the  Government's  costs  of  tax  collection  and  enforcement; 
end  an  unfair  burden  on  many  businesses  and  workers  who  produce  the 
commodities  singled  out  for  excise  taxation ; 

free  consumers  from  the  distorting  effects  of  these  taxes  on  their  market 

choices. 

THE  PROGRAM  OF  EXCISE  TAX  REDUCTION 

In  the  budget  for  fiscal  year  1966  I  proposed  an  excise  tax  reduction  of 
$1.75  billion  effective  July  1,  1965,  and  an  increase  in  user  charges  of  $300 
million. 

Our  improving  fiscal  position,  together  with  our  developing  economic  situa- 
tion, now  makes  it  possible  and  desirable  to  double  the  recommended  excise  tax 
cut. 

Responding  strongly  to  an  expanding  economy,  revenues  for  both  fiscal  years, 
1965  and  1966,  are  now  estimated  substantially  higher  than  our  conservative 
January  estimates : 

For  fiscal  1965,  we  now  expect  revenues  to  be  $1.4  billion  above  the  Janu- 
ary figure  of  $91.2  billion. 

For  fiscal  1966,  we  now  anticipate — given  the  tax  program  as  proposed 
in  January — that  revenues  would  be  about  $1.6  billion  above  the  January 
estimate  of  $94.4  billion. 
We  can  make  the  recommended  tax  cuts  and  still  realize  total  revenues  well 
above — and  a  deficit  well  below— our  earlier  estimates  for  fiscal  1966. 

Because  the  progress  of  the  U.S.  economy  in  1965  is  living  up  to  our  expec- 
tations, the  January  proposal  for  a  $1.75  Mllion  reduction  this  July  continues  to 
ie  appropriate. 

But  as  we  look  ahead  to  1966,  we  must  be  alert  to  the  possibility  that  our 
taxes  will  take  too  much  buying  power  out  of  the  private  economy.  To  foster 
continued  strong  expansion  of  the  economy  in  1966,  /  am  recommending  an 
additional  $1.75  Mllion  reduction  of  excise  taxes,  effective  January  1,  1966. 

The  revenue  impact  on  the  fiscal  1966  budget  of  the  additional  reduction— 
which  will  affect  only  the  last  half  of  the  fiscal  year— will  be  about  $600  million. 
This  will  leave  a  substantial  portion  of  the  anticipated  increase  in  revenues 
above  the  January  budget  estimate  to  reduce  the  estimated  budget  deficit. 

The  reductions  I  am  recommending  will  accomplish,  prudently  and  responsibly, 
a  major  reform  of  the  excise  tax  structure.     We  will — 

eliminate  most  of  our  present  excise  taxes  on  July  1,  1965,  and  even 
more  on  January  1, 1966 ; 

eliminate  the  tax  on  telephone  service,  in  several  steps,  by  January  1, 
1969; 

gradually  reduce  the  automobile  excise  tax  from  10  percent  now  to  5 
percent  by  January  1, 1967 ; 

leave  only,  in  addition,  the  excises  on  alcoholic  beverages,  tobacco,  gaso- 
line, tires,  trucks,  air  transportation  (and  a  few  other  user-charge  and 
special  excises)   which  should  remain  a  part  of  our  tax  system. 

EXCISE  TAX  REDUCTION,  DEFENSE,  AND  THE  NATION'S  ECONOMY 

In  proposing  these  reductions,  I  am  fully  aware  of  our  present  and  prospective 
commitments  for  the  defense  of  the  free  world.  It  is  impossible  to  predict  pre- 
cisely what  expenditures  these  may  involve  in  the  future.  There  is,  however, 
no  present  indication  that  expenditures  will  increase  to  an  extent  that  would 
make  these  excise  tax  reductions  inadvisable. 

Indeed,  our  international  responsibilities  require  that  we  redouble  our  efforts 
to  assure  the  continued  healthy  growth  of  our  economy.  Barring  some  sudden 
change  in  the  present  world  situation,  I  am  sure  that  these  excise  tax  reductions 
will  be  a  sound  and  profitable  investment  in  that  growth. 
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A  careful  evaluation  of  our  labor  supply  and  industrial  capacity — and  of  the 
prospective  rapid  growth  of  both — indicates  that : 

The  carefully  timed  stimulus  of  the  excise  tax  cuts  will  help  us  achieve 

fuller  use  of  the  American  economy's  great  and  growing  potential  without 

creating  pressures  that  might  threaten  our  fine  record  of  price  stability. 

Removal  of  excise  taxes  will,  in  fact,  cut  the  prices  of  many  items  to 

consumers  and  thereby  tend  to  ease  pressures  on  our  cost  of  living. 

To  insure  that  the  excise  tax  reductions  make  the  maximum  contribution  to 

continued  price  stability  and  balanced  prosperity,  /  call  on  American  business  to 

translate  hnrer  excise  taxes  promptly  into  loiver  retail  prices  for  consumers. 

Business  will  share  fully  in  the  benefits  of  excise  tax  cuts  through  the  larger 

sales  volume  they  will  generate.     Rising  volume  will  boost  profits  and  create 

more  jobs. 

These  advances  will  extend  beyond  the  industries  whose  taxes  are  removed 
or  reduced.  Consumers  and  businesses  will  use  some  of  their  gains  to  enlarge 
their  purchases  of  other  products  and  services.  Demand  will  be  strengthened 
throughout  the  economy.  And  for  products  bought  by  businesses,  the  tax  re- 
ductions will  lower  costs. 

In  these  ways  excise  tax  cuts,  like  income  tax  cuts,  will  stimulate  total 
demand  in  the  economy  and  serve  to  increase  production  and  incomes  by  far 
greater  amounts  than  the  cost  of  the  tax  reduction  itself. 

And  again.  Federal  revenues  will  grow — not  shrink — as  the  final  result  of  tax 
reduction. 

Effective  July  1, 1965, 1  recommend  the  follovnng : 

Retail  taxes. — The  complete  repeal  of  the  existing  retail  excise  taxes  on  hand- 
bags and  luggage,  toilet  articles,  jewelry,  and  furs. 

Manufacturers  taxes. — The  complete  repeal  of  the  manufacturers  excise  taxes 
on  business  machines,  sporting  goods  (other  than  fishing  equipment),  radios, 
television  sets,  phonographs,  phonograph  records,  musical  instruments,  cameras, 
film  and  other  photogi*aphic  equipment,  refrigerators,  freezers,  air  conditioners, 
electric,  gas  and  oil  appliances,  fountain  pens,  ballpoint  pens,  mechanical  pencils, 
lighters,  matches,  and  playing  cards. 

Automobile  tax. — A  reduction  of  the  manufacturers  excise  tax  on  passenger 
automobiles  from  10  to  7  percent. 

Miscellaneous  taxes. — The  complete  repeal  of  the  excise  taxes  on  safe  dei)osit 
boxes,  coin-operated  amusement  devices,  bowling  alleys,  and  pool  tables. 

Refunds. — To  avoid  deferral  of  purchases,  the  July  1  tax  reductions  on  auto- 
mobiles and  air  conditioners  to  be  made  retroactive  to  apply  to  all  consumer 
purchases  after  May  14,  1965.  Refunds  would  be  made  to  the  manufacturer  on 
presentation  of  evidence  that  the  final  customer  had  been  reimbursed. 

/  further  recommend  the  following  later  excise  tax  reductions: 

Local  and  long-distance  telephone  service  tax. — Effective  January  1,  1966,  a 
reduction  from  10  to  3  percent  of  the  tax  on  local  and  long-distance  telephone 
service,  including  teletypewriter  service.  A  further  reduction  of  1  percentage 
point,  effective  each  January  1  through  January  1,  1969,  when  the  tax  will  be 
completely  repealed. 

Admissions  taxes. — Effective  January  1,  1966,  the  complete  repeal  of  the  excise 
taxes  on  admissions,  including  the  tax  on  general  admissions  which  applies  to 
certain  movies,  theater  performances,  concerts,  athletic  events  and  racing,  the 
tax  on  cabarets,  and  the  tax  on  club  dues. 

Other  manufacturers  taxes. — Effective  January  1,  1966.  the  complete  repeal 
of  the  manufacturers'  taxes  on  lubricating  oil  and  electric  light  bulbs,  and  repeal 
of  the  tax  on  automobile  parts  and  accessories  except  as  it  applies  to  those  parts 
and  accessories  which  are  primarily  for  use  only  on  trucks. 

Automobile  tax. — Effective  January  1,  1966,  a  further  reduction  to  6  percent 
in  the  tax  on  new  passenger  automobiles  and  effective  January  1,  1967.  a  final 
reduction  to  5  percent.  I  recommend  that  the  excise  tax  on  new  automobiles 
be  retained  as  a  continuing  revenue  source  at  the  5-percent  rate.  It  is  not  re- 
gressive. It  is  an  important  source  of  Federal  revenues.  Its  compliance  and 
collection  costs  are  exceptionally  low. 

Documentary  stamp  taxes. — Effective  January  1.  1966,  the  complete  repeal 
of  the  documentary  stamp  taxes  on  the  issuance  and  transfer  of  stocks  and  bonds 
and  on  deeds  of  conveyance. 
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Other  communications  taxes. — Effective  January  1,  19G6,  revision  of  the  tax  on 
local  and  long-distance  telephone  service  so  that  it  will  no  longer  apply  to  amounts 
paid  for  private  communications  systems  even  where  the  private  system  is  linked 
with  the  general  telephone  network.  This  service  is  almost  exclusively  a  busi- 
ness cost  item  and  competes  with  nontaxable  business  communication  services. 
Charges  for  service  on  the  general  telephone  network  originating  or  terminating 
in  the  private  system  would  be  taxable  until  the  telephone  tax  is  completely 
repealed.  I  also  recommend  complete  repeal  of  the  tax  on  telegraph  and  wire 
and  equipment  service. 

In  the  foregoing  program,  customer  refunds  are  recommended  for  purchases 
after  May  14  only  in  the  case  of — 

air  conditioners,  which  are  unique  in  their  seasonal  purchase  pattern  ; 
automobiles,  which  are  unique  in  the  large  dollar  amount  of  tax  per  unit. 

I  am  informed  that  other  business  groups  affected  by  the  proposed  tax  cuts 
have  concluded  that  the  advantages  of  possible  refunds  are  outweighed  by  the 
cost  and  complexity  of  the  paperwork  they  would  involve. 

Floor-stock  refunds  are  appropriate  for  most  manufacturers  taxes  and  are  so 
provided'  in  the  recommended  program. 

One  further  important  change  concerns  the  annual  automatic  reductions  in  the 
so-called  Korean  rates.  To  avoid  the  costly  and  time-consuming  process  of 
nullifying  these  reductions  each  year,  /  recommend  removal  of  the  automatic 
reduction  dates  for  the  present  excise  taxes  on  distilled  spirits,  wines,  heer,  and 
cigarettes. 

The  Committee  on  Ways  and  Means  has  already  held  extensive  public  hear- 
ings on  excise  tax  reduction.  Further,  the  recommended  program  calls  for  repeal 
of  the  great  majority  of  excises,  thereby  minimizing  the  controver.sy  and  hard 
choices  that  might  otherwise  have  delayed  action.  Therefore,  it  is  my  hope  and 
expectation  that  the  Congress  will  enact  these  changes  without  undue  delay. 

USER  CHARGES 

The  reductions  in  excise  taxes  which  I  am  recommending  will  contribute  to 
greater  economic  efficiency  and  equity  in  our  society. 

Pursuit  of  these  very  same  goals  of  efficiency  and  equity  demands  that  we 
increase  certain  other  excise  taxes  or  impose  new  ones. 

This  special  class  of  excise  taxes  is  better  described  as  "user  charges."  They 
are  taxes  paid  by  those  who  benefit  from  special  services  provided  by  the  Govern- 
ment.   These  user  charges  serve  several  purposes  : 

They  assess  the  costs  of  special  services  and  facilities  against  those  who 
reap  the  benefits  instead  of  imposing  unwarranted  burdens  on  the  general 
taxpayer. 

They  restrain  the  demands  of  special  groups  for  expanded  services  by 
establishing  tlie  principle  that  the  beneficiaries  pay  at  least  part  of  the  costs. 

In  the  case  of  transportation,  they  help  to  eliminate  the  economic  dis- 
tortions which  result  when  competing  modes  of  transportation  rely  in  vary- 
ing degrees  on  facilities  or  services  provided  by  the  Government. 

Every  President  since  Harry  Truman  has  reaffirmed  the  principle  of  user 
charges  and  has  proposed  extension  of  their  use. 

President  Eisenhower  said :  "Many  services  performed  and  privileges  granted 
by  the  Government  in  the  public  interest  also  convey  a  special,  added  benefit  to 
individuals  or  groups  who  can  afford  to  pay  for  them.  In  some  cases,  the  fees 
are  substantially  below  the  costs  of  providing  the  services.  Thus,  the  general 
taxpayer  is  required  to  subsidize  operations  which  should  be  self-supporting. 
The  scope  and  cost  of  these  hidden  subsidies  have  grown  considerably  during  the 
past  decades.  I  firmly  believe  in  the  principle  that  Government  services  which 
give  a  special  benefit  to  users  should  be  financed  by  adequate  charges  paid  by 
the  user." 

Substantial  constructive  action  has  been  taken  by  the  Congress  to  reaffirm  and 
extend  the  principle  of  user  charges,  particularly  in  the  field  of  transportation. 
But  user  charges  have  not  been  applied  with  an  even  hand.  I  would  consider 
it  a  serious  abdication  of  I'esponsibility  if  I  were  to  propose  a  substantial  reduc- 
tion in  excise  taxes  without  at  the  same  time  moving  to  correct  serious  inequities 
that  exist  in  the  field  of  user  charges. 
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Users  of  highways  come  closer  to  reimbursing  the  Federal  Government  for  its 
transportation  investment  than  any  other  group.  But  inequities  remain  among 
the  various  classes  of  highway  users. 

The  airlines  and  their  passengers  make  substantial — ^but  still  insuificient^ 
contributions  toward  the  development  and  operation  of  the  Federal  airways.  The 
airlines  operate  about  2,000  planes.  The  private,  business,  and  pleasure  aircraft 
which  make  up  the  general  aviation  sector  number  some  86,000.  Yet  general 
aviation,  which  receives  a  large  share  of  the  benefits  of  the  Federal  airways 
system,  contributes  very  little  toward  the  cost  of  the  airways. 

Users  of  the  inland  waterways  pay  nothing  toward  the  cost  either  of  the 
initial  improvements  or  of  the  operation  and  maintenance  of  the  watei"\\'ays. 

The  absence  of  a  fair  system  of  user  charges  strongly  affects  the  ability  of 
various  segments  of  the  transportation  industry  to  compete  and  obscures  the 
inherent  advantages  of  some  modes  of  transportation.  As  a  result,  it  unneces- 
sarily increases  the  cost  of  transportation  to  the  economy. 

/  therefore  recommend  new  mid  additional  transportation  user  cTiarges.  These 
proposals  are  designed  to — 

move  toward  the  elimination  of  inequities  among  the  sevei-al  modes  of 
transportation ; 

recover  a  larger  part  of  the  outlays  by  the  Federal  Government  for  services 
and  facilities  which  mainly  benefit  special  groups. 

HIGHWAYS 

New  cost  estimates  already  submitted  to  the  Congress  show  that  the  Interstate 
System  will  cost  $5.6  billion  more  to  complete  than  previously  estimated.  The 
added  funds  are  needed  because  of  increased  construction  costs,  additional 
design  features,  and  the  requirement  that  highway  capacity  be  based  on  estimated 
traffic  20  years  in  the  future  rather  than  on  the  traffic  anticipated  by  calendar 
year  1975.    Of  this  cost  increase,  $5  billion  represents  the  Federal  share. 

/  recommend  that  Congress  approve  this  revised  cost  estimate,  as  required  Ity 
law,  and  authorize  the  additional  necessary  appropriations  so  that  the  Interstate 
System  can  he  completed. 

Existing  user  taxes  will  provide  almost  $2  billion  of  the  increased  costs.  This 
leaves  approximately  $3  billion  to  be  raised  by  extending  these  taxes  beyond  the 
present  expiration  date,  or  by  increasing  some  of  these  taxes — or  both. 

In  the  interest  of  advancing  this  program  at  an  orderly  pace,  part  of  this  re- 
quirement should  be  met  by  a  short  extension  of  the  completion  date  for  the 
Interstate  System  and  of  the  existing  user  charges.  /  recommend,  therefore,  that 
the  date  for  reduction  of  the  taxes  earmarked  for  the  highway  trust  fund  be  ex- 
tended from  September  30, 1972  to  February  28, 1973. 

Extending  the  completion  date  and  the  existing  user  tax  program  will  meet 
most  of  the  increased  costs  of  the  Interstate  System.  But  unless  we  enact  some 
increase  in  current  revenue  to  the  highway  trust  fund,  a  number  of  States  will  be 
required  to  cut  back  sharply  on  tlieir  construction  programs. 

For  this  reason,  I  recommend  immediate  additional  user  taxes  on  heavy  trucks 
estimated  to  yield  about  $200  million  annually  until  1973. 

Specifically,  I  recommend — 

that  the  excise  tax  on  highway  diesel  fuel  be  raised  from  4  cents  to  7  cents 
per  gallon ; 

that  the  present  truck  use  tax  be  increased  from  $3  to  $5  per  thousand 
pounds  on  tnicks  having  a  taxable  gross  weight  of  more  than  26,000  pounds  ; 
and 

that  the  tax  on  tread  rubber,  largely  affecting  heavy  trucks,  be  increased 
from  5  cents  to  10  cents  per  pound. 

In  its  extensive  study  of  highway  costs  and  cost  responsibilities — submitted 
to  the  Congress  in  preliminary  form  in  1061  and  in  final  form  this  year — the 
Bureau  of  Public  Roads  has  carefully  allocated  cost  responsibilities  among 
the  various  classes  of  highway  users.  The  Bureau's  studies  clearly  show  that 
heavy  trucks  are  not  paying  fully  for  the  additional  cost  of  heavier  pavement 
and  other  design  features  needed  to  carry  them. 

The  increases  I  am  proposing  will  provide  the  added  revenue  required  to  com- 
plete the  Interstate  System.  They  will  also  achieve  a  fairer  sharing  of  costs 
among  the  users  of  the  highways. 
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I  have  carefully  considered  proposals  for  an  increase  in  the  limits  on  sizes  and 
weights  of  trucks  that  may  legally  operate  on  the  Interstate  System.  As  I  have 
noted,  substantial  undertaxation  of  heavy  trucks  now  exists.  This  inequity 
would  be  further  aggravated  if  increases  in  size  and  weight  limits  were  to  be 
made  without  imposing  the  additional  user  charges.  I  should  not  and  must  not 
approve  legislation  to  relax  these  limits  for  vehicles  on  the  Interstate  System 
unless  the  Congress  imposes  these  additional  user  charges.  /  id  ill  promptly  rec- 
ommend that  the  size  and  tceight  limits  on  trucks  using  the  Interstate  System 
ie  raised  as  soon  as  just  and  appropriate  use)'  charges  are  enacted. 

AVIATION 

In  1961  the  Congress  took  a  major  step  forward  in  the  area  of  aviation  user 
charges.     At  that  time  it  dropped  the  general  excise  tax  of  10  percent  on  the 
transportation  of  persons.    But  it  retained  a  5-percent  tax  on  the  transportation 
of  persons  by  air  to  serve  as  a  user  charge.     /  recomm,end — 
that  this  tax  now  he  made  permanent; 

that  commercial  aviation  hear  a  large  share  of  its  appropriate  cost  respon- 
sibilities through  the  enactment  of  a  new  user  tax  of  2  cents  per  gallon  on 
jet  fuels  and  by  continuing  the  existing  user  tax  of  2  cents  per  gallon  on 
aviation  gasoline; 

that  a  user  tax  of  2  percent  be  levied  on  airfreight  traybills  so  that 

shippers  by  air  as  well  as  air  travelers  will  bear  some  part  of  the  cost  of 

maintaining  the  Federal  ainvays. 

At  the  present  time  general  aviation  contributes  less  than  4  percent  of  its 

fair  share  of  the  cost  of  developing  and  maintaining  the  Federal  airways.     To 

replace  the  present  2-cent  tax  on  aviation  gasoline  used  by  general  aviation, 

/  recommend  a  modest  user  charge  of  4  cents  per  gallon  on  all  fuels  used  by 

general  aviation.     Under  this  proposal,  general  aviation  would  pay  9  percent 

of  its  share  of  total  costs. 

All  of  these  taxes  should  be  made  permanent,  and  aviation  gasoline  taxes  now 
transferred  to  the  highway  trust  fund  should  be  retained  in  the  general  fund. 
Over  the  years  the  Federal  Aviation  Agency  has  provided  the  Congress  wnth 
careful  studies  of  the  appropriate  allocation  of  airways  costs  among  military, 
commercial,  and  general  aviation  users.  These  studies  show  that  even  with  these 
new  user  charges,  the  various  classes  of  civil  users  will  still  be  paying  less  than 
their  full  share  of  airways  costs. 

INLAND  WATERWAYS 

No  user  charge  of  any  kind  is  presently  in  effect  on  the  use  of  the  inland 
waterways.  This  is  unfair  to  the  taxpayers  and  to  competing  modes  of  trans- 
portation. We  are  currently  spending  more  than  $50  million  a  year  for  operating 
and  maintaining  the  inland  waterways,  and  over  $200  million  a  year  for  new 
investment.  In  view  of  these  large  and  increasing  public  expenditures,  equity 
requires  that  users  of  the  inland  waterways  begin  to  contribute  to  the  cost  of 
providing  their  transport  network.  Accordingly,  /  recommend  a  tax  of  2  cents 
per  gallon  on,  all  fuel  used  on  the  inland  waterways.  The  proposed  tax  will 
recover  a  very  small  fraction  of  the  operating  and  maintenance  costs  of  the 
waterways. 

DRAFT  LEGISLATION  AND  REVENUE  IMPACT 

I  am  transmitting  herewith  draft  legislation  to  carry  out  my  recommendations. 

The  attached  tables  provide  the  detailed  revenue  figures  associated  with  my 

recommendations. 

CONCLUSION 

I  know  that  the  Congress  and  the  country  will  join  me  in  recognizing  our 
good  fortune  in  being  able  to  declare  a  new  fiscal  dividend  of  nearly  $4  billion  in 
excise  tax  cuts  out  of  the  bounty  of  a  prosperous  and  growing  economy — a 
dividend  that  will  help  keep  it  prosperous  and  growing. 

This  is  not  our  first  tax  cut.  It  will  not  be  our  last.  But  in  consolidating  our 
prosperity  and  advancing  the  cause  of  fairness  and  balance  in  our  tax  system, 
it  will  surely  rank  as  one  of  the  most  important. 

Lyndon  B.  Johnson. 
The  White  House,  May  11,  1965. 
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Table  I. — Excise  tax  -program  to  he  enacted  in  1965  covering  1966-69 

[In  millions  of  dollars]  Full  year 

revenue  effect 
(fiscal  year, 
1966  level) 
I.  Reductions  to  take  effect  July  1, 1965: 

1.  Repeal  retail  excises  on  jewelry,  furs,  toilet  preparations,  and  luggage  and  handbags 550 

2.  Repeal  following  manufacturers  taxes: 

Business  machines 75 

Sporting  goods,  except  fishing  equipment 25 

Phonograph  records 30 

Musical  instruments 27 

Television  sets  135 

Radios  and  phonographs 90 

Cameras,  film,  and  other  photographic  equipment 40 

Refrigerators 34 

Freezers 7 

Air  conditioners  ' 34 

Electric,  gas,  and  oil  appliances 85 

Pens 8 

Lighters 3 

Matches 4 

Playing  cards 11 


Subtotal 608 


Other  repeals: 

Coin-operated  amusement  devices 6 

Bowling  alleys  and  pool  tables 7 

Safe  deposit  boxes 7 


II.  Reductions  to  take  effect  Jan.  1, 1966: 

1.  Repeal  taxes  in  admissions  group: 

General  admissions 55 

Cabarets 47 

Club  dues 85 


Subtotal 187 


Commimications  taxes: 

Reduce  general  and  long-distance  telephone  (including  teletypewriter)  service,  7 

points 730 

Expand  exemption  from  telephone  tax  for  private  line  service 39 

Repeal  telegraph  tax 17 

Repeal  wire  and  equipment  service  tax 15 

Subtotal 801 


3.  Repeal  of  other  taxes: 

Automobile  parts  and  accessories  except  certain  truck  parts 230 

Lubricating  oil 78 

Electric  light  bulbs 45 

Documentary  stamps  (except  foreign  insurance  policies) 195 

Subtotal 548 


4.  Other  rate  reductions:  Passenger  automobile  tax,  1  point 190 


Subtotal 1,726 


Total  fiscal  year  1966  program . 3,474 

III.  Reductions  to  take  effect  Jan.  1, 1967:2 

Reduce  telephone  tax,  general  and  long  distance  (including  teletypewriter  service),  1  point.       91 
Reduce  passenger  automobile  tax,  1  point 190 

Subtotal 281 

IV.  Reductions  to  take  effect  Jan.  1,1968  and  1969:3  Reduce  telephone  tax,  general  and  long  distance 

(including  teletypewriter  service),  1  point 91 

'  Refunds  as  to  sales  after  May  14, 1965. 
Figures  based  on  1966  levels  of  business 
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Table  II. — Expected  revenues  from  user  charge  proposals 

Full  year 
[In  millions  of  dollars]  revenue , 

1906  levels 
Highways: 

Increase  diesel  fuel  tax  from  4  cents  to  7  cents  a  gallon 112 

Increase  use  tax  on  heavy  trucks  from  $3  to  $5  per  1,000  pounds 70 

Increase  tax  on  tread  rubber  from  5  cents  to  10  cents  a  pound 24 

Additional  highway  user  charges 206 

Airways: 

Transportation  of  persons,  continue  at  5  percent 140 

Tax  on  airfreight 5 

Tax  fuel  used  in  general  aviation,  4  cents  a  gallon 13 

Tax  fuel  used  in  commercial  aviation,  2  cents  a  gallon 82 

Total  proposed  airway  user  charges 240 

Less  existing  taxes  on  airway  users: 

Tax  on  transportation  of  persons  by  air 140 

Tax  on  aviation  gasoUne 14 

Additional  airway  user  charges 86 

Inland  waterways:  Fuel,  2  cents  a  gallon 8 

Total  increased  revenues  from  user  charge  program 300 


Table  III. — Excise  taxes  remaining  after  current  and  phased  reductions 

[In  millions  of  dollars,  fiscal  year  1966  levels]  Fiscal 

year 
1966 
revenue 
Group  I:  General  taxes: 

Passenger  automobiles,  5  percent 950 

Certain  truck  parts 20 

Total,  general  taxes 970 

Group  II:  Alcohol  and  tobacco  taxes: 

Alcohol 3,882 

Tobacco 2,159 

Total  alcohol  and  tobacco  taxes 6,041 

Group  III:  Regulatory  taxes  i 33 

Group  IV:  Dedicated  taxes  and  user  charges: 

Highway  trust  fund 2  3,959 

Other  dedicated  taxes  and  user  charges  ' 400 

Total,  dedicated  taxes  and  user  charges 4,359 

Adjustment  for  unapplied  collections  and  miscellaneous  refunds.. —57 

Total 11,319 

1  Includes  such  items  as  narcotics,  wagering,  coin-operated  gaming  devices,  white  phosphorus  matches 
manufactureand  transfer  of  certain  firearms.     Also  includes  the  manufactures  tax  on  pistols  and  revolvers. 

2  After  refunds. 

3  Sugar;  firearms,  shells,  and  cartridges;  fishing  equipment;  taxes  on  aviation  and  motor  boat  fuel. 
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Exhibit  31. — Statement  by  Secretary  of  the  Treasury  Fowler,  June  8,  1965, 
before  the  Senate  Finance  Committee,  on  H.R.  8371,  the  Excise  Tax  Reduction 
Act  of  1965 

I  am  pleased  to  be  able  to  state  the  views  of  the  Treasury  Department  on 
H.R.  8371,  the  Excise  Tax  Reduction  Act  of  1965. 

You  have  the  President's  Message  on  excise  tax  reduction  and  user  charge 
increases  before  you,  so  I  will  not  repeat  here  the  recommendations  he  has 
already  made  in  that  Message.  You  also  have  the  report  of  the  Ways  and 
Means  Committee  on  the  bill. 

In  both  the  departmental  and  executive  branch  consideration  and  the  hear- 
ings before  the  House  Ways  and  Means  Committee,  I  have  voluntarily  disasso- 
ciated myself  from  any  specific  discussions  or  decisions  as  to  how  the  excise 
tax  reduction  should  be  distributed  among  the  various  excise  tax  products  and 
services  and,  specifically,  how  the  passenger  automobile  excise  tax  should  be 
handled.  For  that  reason,  I  would  like  to  confine  my  comments  today  to  the 
general  fiscal  aspects  of  the  President's  recommendations  and  the  House  bill. 
Assistant  Secretary  Surrey  is  here  with  me  to  present  the  Administration's 
position  on  the  differences  between  the  President's  proposed  program  and  the 
bill  as  adopted  by  the  House,  which  centers  on  the  treatment  of  the  passenger 
car  excise  tax.  He  will  also  present  the  Administration's  position  on  the  specific 
tax  reductions  proposed. 

I  should  note  that  the  bill  before  you  does  not  deal  with  the  recommendations 
for  increased  user  taxes.  The  Ways  and  Means  Committee  decided  to  reserve 
the  user  charge  recommendations  for  future  consideration.  At  the  same  time 
it  recognized  the  desirability  of  rapid  action  on  the  excise  reductions  to  avoid 
any  lengthy  disturbance  of  the  marlveting  of  taxed  products.  While  this  pro- 
cedure is  understandable,  I  would  lilie  to  emphasize  that  we  regard  user  taxes  as 
a  most  important  part  of  the  President's  program. 

Excise  taxes,  unlike  income  taxes,  impose  burdens  on  those  whose  income  is 
below  the  level  of  their  personal  exemptions  and  deductions.  The  present  excise 
tax  reduction  program  will  lighten  the  burden  of  regressive  taxation  on  low- 
and  middle-income  people.  A  great  deal  of  the  revenue  involved  comes  from 
extremely  regressive  taxes,  which  are  a  heavy  burden  on  low  incomes.  These 
include  the  taxes  on  telephones,  automobile  parts  and  accessories,  toilet  prepara- 
tions, and  most  of  the  household  appliances. 

The  proposed  reductions  will  simplify  the  tax  system  by  greatly  reducing  the 
number  of  separate  taxes  as  well  as  the  accompanying  burden  on  business  of 
collecting  and  reporting  those  taxes.  It  will  cut  the  Government's  cost  of  tax 
collection  and  enforcement. 

Many  of  the  selective  excises  involved  in  this  legislation  are  expensive  to 
collect,  and  they  impose  heavy  compliance  burdens  on  the  taxpayers.  This  is 
particularly  true  of  the  retail  excises  and  some  of  the  lower  yield  taxes,  such  as 
the  tax  on  cabarets  and  safe  deposit  boxes. 

Many  of  the  selective  excises  fall  on  items  which  have  nontaxed  substitutes. 
Room  air  conditioners  are  taxed,  but  central  air  conditioning  is  not.  Most  ad- 
missions are  taxed,  but  many  are  not.  Some  house  furnishings  are  taxable, 
others  not. 

But  an  equally  compelling  reason  for  the  elimination  or  reduction  of  many  of 
these  selective  excises  is  that  they  are  incompatible  with  a  tax  system  that  leaves 
the  private  economy  the  maximum  opportunity  for  growth.  These  taxes  were 
imposed  largely  in  war  and  emergency  in  part  to  restrain  production  and  con- 
sumption in  the  taxed  products  and  services  and  encourage  the  transfer  of  the 
material  and  manpower  i-esources  dedicated  to  these  products  to  other  areas 
deemed  more  essential  to  the  war  effort.  Imposed  in  part  for  this  reason,  it  is 
only  logical  that  they  should  be  removed  as  a  part  of  a  normal  peacetime  economy. 
This  removal  of  a  burden  on  the  private  sector  will  bolster  the  economy  in  a 
particularly  valuable  way  since  it  will  strengthen  the  competitive  forces  in  the 
marketplace,  and  it  will  entail  significant  price  reductions,  thereby  contributing 
to  wage-price  stability. 

The  excise  tax  reductions  recommended  by  the  President  represent  the  next 
logical  step  in  this  direction. 

Reduction  of  our  selective  excise  taxes  increases  the  equity  of  the  tax  system. 
Many  selective  taxes  are  discriminatory  and  burdensome  on  producers,  sellers, 
and  consumers  of  the  items  subject  to  tax. 
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I  believe  that  the  Congress  and  the  public  have  long  felt  that  many  of  our 
excise  taxes  have  no  place  in  a  permanent  tax  system.  Thus,  wherever  it  is 
appropriate  to  remove  a  particular  burden  on  one  product  or  another,  we  should 
strive  consistent  with  other  tax  goals  to  provide  a  freely  operating  competitive 
price  system,  and  in  the  President's  words  ".  .  .  end  an  unfair  burden  on  many 
businesses  and  workers  who  produce  the  commodities  singled  out  for  excise 
taxation." 

The  elimination  or  reduction  of  the  selective  excise  taxes  not  now  dedicated 
to  particular  uses  such  as  the  highway  trust  fund  or  falling  into  the  category  of 
sumptuary  taxes  such  as  liquor  and  tobacco  is  an  important  step  in  our  con- 
tiniiing  program  of  tax  reform,  which  has  included  the  revenue  acts  of  1962 
and  1964  as  well  as  the  depreciation  reform.  We  are  all  interested  in  the  develop- 
ment of  an  overall  tax  system  which  is  characterized  by  equity  and  simplicity 
and  which  makes  a  maximum  contribution  to  economic  growth. 

The  House  bill  will  have  substantially  the  same  impact  in  fiscal  years  1966 
and  1967  as  the  President's  recommendations.  But  in  the  fiscal  years  1968, 
1969,  and  1970  the  House  bill  will  eliminate  additional  excise  taxes  in  successive 
stages  totaling  nearly  one  billion  dollars  beyond  the  President's  program. 

The  revenue  effects  of  an  excise  tax  reduction  are  somewhat  complicated,  and 
I  would  like  to  clarify  the  various  figures. 

When  we  speak  of  the  full  year  gross  revenue  loss  from  repealing  an  excise 
tax,  we  are  referring  to  the  revenue  that  is  collected  in  a  full  year  of  operation 
under  that  tax.  The  full  year  decreases  in  tax  collections  in  the  administrative 
budget  under  the  House  bill  and  the  President's  program  are  given  in  table  I. 

Table  I. — Reduction  in  tax  collections,  full-year  effect,  House  bill  and  President' s 

program 

[In  billions] 


July  1, 1965,  reduction 
Jan.  1,  1966,  reduction. 
Jan.  1, 1967,  reduction. 
Jan.  1, 1968,  reduction. 
Jan.  1, 1969,  reduction. 


House  bill 


Separate 


$1.75 

1.68 

.47 

.47 

.47 


Cumulative 


$1.75 
3.43 
3.90 
4.37 

4.84 


President's  program 


Separate 


$1.75 

1.73 

.28 

.09 

.09 


Cumulative 


$1.75 
3.48 
3.76 
3.85 
3.94 


Under  the  House  bill,  the  important  figures  here  are  $1.75  billion  for  the 
July  1  reduction,  $1.68  billion  for  the  January  1,  1966,  reduction,  and  $470  million 
for  the  reduction  on  each  January  1,  1967  to  1969.  These  will  add  eventually 
to  a  reduction  of  $4.8  billion  in  tax  collections.  Compared  to  the  President's 
program,  the  principal  differences  occur  after  1966.  The  reduced  tax  collections 
under  the  excise  reduction  recommendation  of  the  President  were  $3.9  billion. 

The  committee  will  be  particularly  interested  in  the  budget  effect  of  these 
cuts.  The  figures  in  table  I  change  in  several  ways  as  respects  the  gross  budget 
effect,  before  feedbacks. 

In  the  first  place,  the  House  bill  provides  that  certain  tax  receipts,  amounting 
to  about  $70  million,  be  put  in  the  highway  trust  fund.  This  allocation  to  the 
trust  fund  does  not  reduce  tax  collections,  but  it  does  lower  administrative  budget 
receipts. 

Second,  if  an  excise  tax  is  repealed  effective  July  1,  1965,  the  Federal  Govern- 
ment will  still  get  tax  payments  in  July  and  August  on  taxable  transactions 
entered  into  in  May  and  June  because  the  taxes  on  the  transactions  wiU  be 
turned  into  the  Treasury  after  July  1.  The  fiscal  year  loss  is,  of  course,  even 
less  when  the  reduction  becomes  effective  on  January  1  in  the  middle  of  a  fiscal 
year. 

Finally,  the  budget  effects  must  take  into  account  customer  refunds  and  floor 
stock  refunds. 
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The  gross  fiscal  year  budget  losses  under  the  House  bill  and  the  President's 
program  from  the  tax  reduction  are  shown  in  table  II. 

Table  II. — Gross  fiscal  year  reductions  in  administrative  budget  receipts 

[In  billions] 


Fiscal  year 

1966 

1967 

1968 

House  bill: 

July  1, 1965,  reduction  .  --     

$1.63 
.54 

$1.75 

1.78 

.16 

$1.75 

.Tan.  1,  1966,  reduction -  --    -- 

1.77 

Jan   1,  1967,  reduction                             -- 

.49 

Total               

2.17 

3.68 

4.01 

President's  program: 

Jnlv  1   1965  reduction                                _        

1.63 
.54 

1.75 

1.74 

.09 

1.75 

Jan.  1,  1966,  reduction - 

1.73 

Jan.  1,  1967,  reduction          .    

.30 

Total                                           

2.17 

3.58 

3.78 

Under  the  House  bill  the  gross  budget  losses  are  (in  round  figures)  in  fiscal 
year  1966,  $2.2  billion,  in  fiscal  year  1967,  $3.7  billion,  and  in  fiscal  year  1968, 
.$4.0  billion.  The  losses  under  the  President's  program  would  have  been  the  same 
in  fiscal  year  1966,  and  slightly  smaller  in  fiscal  year  1967  and  fiscal  year  1968. 

Excise  tax  reducton  will  mean  that  there  is  this  much  more  disposable  income 
of  consumers  and  businesses.  As  this  is  spent,  there  will  be  increased  income 
taxes  and  more  disposable  income  for  further  respending,  again  increasing  income 
tax  receipts. 

To  properly  assess  the  excise  tax  reduction,  we  should  take  into  account  these 
feedbacks  of  increased  collections  under  other  taxes.  On  this  basis  the  expected 
net  budget  impacts  of  the  House  bill  and  the  President's  program  are : 


House 
Mil 

Fiscal  year  1966 $1.8 

Fiscal  year  1967 2.2 


Presidenfs 
program 


[In  bilUons'i 


$1.8 
2.1 


In  the  long  run  the  net  revenue  loss  after  feedback  will  be  about  one-half  of  the 
gross  loss. 

This  excise  tax  reduction  can  have  an  important  strategic  effect  in  maintain- 
ing the  upward  thrust  of  the  economy.  It  is  well  known  that  a  decline  in  the 
pace  of  our  economy,  leading  possibly  to  a  recession,  can  cause  a  major  decline 
of  revenues.  Federal  revenues  declined  in  the  recession  of  1958  and  in  the 
recession  of  1960.  They  did  not  decline  during  the  period  of  the  major  income 
tax:  reduction  in  1964-65. 

Let  me  turn  now  to  the  specific  matter  of  the  net  budget  deficit. 

In  January  of  1963  it  was  anticipated  that  the  budget  deficit  for  the  fiscal 
year  1964  would  be  $12  billion.  In  the  end  a  number  of  circumstances,  includ- 
ing the  combination  of  improving  economic  conditions  resulting  from  both  the 
anticipation  and  enactment  of  the  Revenue  Act  of  1964  and  firm  expenditure 
control,  brought  this  figure  down  to  $8.2  billion. 

In  January  of  this  year  the  budget  deficit  for  fi.scal  year  1965  was  estimated 
to  be  $6.3  billion.  Thanks  to  continued  expenditure  control  and  substantial 
improvements  in  revenue  collections,  it  was  announced  late  in  April  that  the 
deficit  was  likely  to  be  $5.3  billion.  Now  as  a  result  of  additional  information, 
we  anticipate  that  the  deficit  for  fiscal  year  1965  will  be  reduced  to  $4.4  billion. 
Of  this  $1.9  billion  reduction  in  the  deficit  below  the  January  estimate,  $500 
million  represents  reduced  expenditures,  and  $1.4  billion  represents  increased 
revenues.  It  may  be  that  by  the  end  of  the  fiscal  year  the  expenditure  figures 
will  show  further  reductions  but  it  is  too  early  to  hazard  any  hard  estimate. 
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In  January  the  budget  estimate  of  the  deficit  for  fiscal  year  1966  was 
$5.3  billion.  At  that  time  we  were  contemplating  an  excise  tax  reduction 
program  of  only  $1.75  billion.  Since  then  we  have  revised  upward  our  estimate 
of  revenues  under  the  income  tax  by  $1.6  billion.  We  have  also  recommended 
the  enlarged  excise  tax  reduction  program  which  will  involve  for  fiscal  year  1966 
a  net  budget  loss  after  feedback  of  $1.8  billion.  This  is  larger  by  $0.6  billion 
than  the  net  budget  loss  that  would  have  occurred  under  the  original  $1.75 
billion  program  contained  in  the  Budget  Message.  This  additional  revenue 
reduction  of  $0.6  billion  combined  with  the  expected  increase  in  receipts  of  $1.6 
billion  still  leaves  a  net  improvement  in  receipts  of  $1.0  billion. 

At  this  time,  the  Bureau  of  the  Budget  continues  to  expect  expenditures  for 
fiscal  1966  to  be  approximately  the  same  as  they  were  estimated  to  be  in  the 
January  budget.  There  have  been  some  increases  due  to  increased  defense 
operations  in  Vietnam,  but  these  have  been  matched  by  economies  elsewhere. 
The  prospective  improvement  in  the  deficit  figure  is,  then,  this  increase  of  $1.0 
billion  in  receipts  which  would  reduce  the  deficit  to  $4.3  billion,  slightly  below 
the  $4.4  billion  now  anticipated  for  fiscal  year  1965. 

The  question  could  be  raised,  "Would  the  deficit  in  fiscal  year  1966  be  lower 
by  $1.8  billion  if  there  were  no  excise  tax  reduction?"  The  answer  would  be 
"Yes"  only  if  we  ignore  the  strategic  effect  of  the  reduction,  that  is,  if  we  ignore 
the  particular  contributions  that  the  reduction  will  make  to  maintaining  the 
expectation  of  growth,  which  is  our  basic  defense  against  the  development 
of  recession.  As  I  said  before,  deficits  rise  with  recession  but  they  can  fall  with 
responsible  tax  cuts. 

For  the  fiscal  year  1967,  assuming  continued  economic  growth  at  the  long-term 
trend  rate,  administrative  budget  revenues  should  increase  by  about  $5  billion. 
This  potential  gain  will  be  slightly  offset  by  the  fact  that  the  January  1966 
excise  tax  cuts  will  be  in  operation  for  all  of  fiscal  year  1967,  compared  to  only 
half  of  fiscal  year  1966,  and  some  further  excise  tax  cuts  will  come  into  effect 
January  1,  1967.  On  the  other  hand,  we  will  in  fiscal  year  1967  be  realizing 
more  of  the  economic  feedback  of  the  first  two  stages  of  the  program.  The  added 
revenue  loss  of  the  House  bill  in  fiscal  year  1967  over  fiscal  year  1966  on  a  net 
basis  will  be  about  $0.4  billion.  (Under  the  President's  program,  this  added 
revenue  loss  in  fiscal  year  1967  would  have  been  about  $0.3  billion.)  Roughly, 
we  could  thus  put  the  potential  revenue  gain  in  fiscal  year  1967  at  $4.6  billion. 

We  do  not  know  now  what  expenditures  in  fiscal  year  1967  will  be,  but  this 
potential  revenue  gain  leaves  considerable  room  for  providing  such  increased 
expenditures  as  might  be  needed  by  a  growing  population  and  still  achieving 
reduction  of  the  budgetary  deficit. 

On  this  matter  of  expenditures,  I  would  like  to  repeat  the  President's  statement 
to  the  Ways  and  Means  Committee,  "I  would  like  to  make  clear  once  again 
my  strong  determination  to  hold  expenditures  to  the  lowest  reasonable  levels." 
As  you  realize,  expenditure  control  requires  hard  decisions  and  the  determina- 
tion to  stand  behind  them.  I  believe  that  the  Administration  has  given  ample 
evidence  of  this  determination. 

Mr.  Surrey  is  now  prepared  to  present  the  Administration's  position  on  the 
specific  tax  reductions  in  the  bill  and  the  differences  between  the  President's 
program  and  the  House  bill  which  center  largely  on  the  passenger  car  excise  tax. 


Exhibit  32.— Statement  by  Assistant  Secretary  of  the  Treasury  Surrey,  June  8, 
1965,  before  the  Senate  Finance  Committee,  on  H.R.  8371,  the  Excise  Tax 
Reduction  Act  of  1965 

H.R.  8371  can  be  described  by  saying  that  it  repeals  all  of  the  excises  except : 

— those  which  are  intended  to  impose  part  of  the  cost  of  a  particular  Govern- 
ment service  in  the  area  thereof.  This  category  includes  the  highway  trust  fund 
taxes,  the  tax  on  fishing  equipment  and  certain  firearms,  shells  and  cartridges, 
and  the  tax  on  air  passenger  travel. 

— those  on  alcohol  and  tobacco,  which  are  traditional  sources  of  revenue. 
As  the  House  Committee  Report  indicates,  the  fact  that  these  taxes  may  inhibit 
some  choices  is  part  of  the  reason  that  we  have  had  them. 

— those  which  are  intended  to  be  regulatory  in  nature,  such  as  the  taxes 
on  certain  firearms,  wagering,  coin-operated  gaming  devices,  marihuana,  and 
opium. 
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The  bill  makes  these  changes  in  a  way  that  is  fiscally  responsible  through 
staged  reductions.  Where  postponement  of  purchases  in  anticipation  of  a  reduc- 
tion could  be  a  potential  problem,  the  reduction  is  scheduled  for  the  first  stage, 
July  1.  1965.  The  remaining  part  of  the  reduction  is  scheduled  for  January  1, 
1966  ( December  31,  1965,  in  the  case  of  certain  admission  taxes  and  the  cabaret 
tax).  In  the  case  of  the  two  taxes  where  very  large  amounts  of  revenue  are 
involved,  telephone  service  and  passenger  automobiles,  part  of  the  reduction 
is  staged  through  1967-69. 

In  two  industries  where  the  effect  on  sales  because  of  the  anticipated  reduc- 
tion on  July  1  might  be  a  serious  problem,  passenger  automobiles  and  air 
conditioners,  the  bill  provides  customer  refunds  to  the  original  announcement 
date,  May  15.  In  the  other  situations  floor  stock  refunds  are  provided  where 
considered  appropriate. 

An  alphabetical  listing  of  the  present  excise  taxes  and  the  indicated  changes 
under  the  House  bill  and  the  President's  program  is  attached  to  this  statement. 

Let  me  turn  now  to  the  few  instances  in  which  the  House  bill  differs  from  the 
President's  program.  The  President  recommended  that  the  passenger  auto- 
mobile tax  be  reduced  by  half,  from  10  percent  to  5  percent,  in  reductions  staged 
3  percent  on  July  1,  1965,  1  percent  on  January  1,  1967,  and  1  percent  on 
January  1,  1968.  The  revenue  obtained  from  a  tax  at  a  5-percent  rate  is  $950 
million,  at  1966  levels  of  income.  This  tax  is  efficient  to  collect.  It  is  not 
regressive.  It  falls  upon  an  item  without  close  substitutes.  Most  important 
the  revenue  is  large. 

The  House  bill  provides  that  the  entire  tax  be  phased  out  by  January  1,  1969 ; 
3  percent  on  July  1,  1965,  1  percent  January  1,  1966,  and  2  percent  on  January  1 
in  each  year  1967, 1968,  and  1969. 

We  believe,  however,  that  only  5  percentage  points  of  the  automobile  tax 
should  be  removed,  and  5  percentage  points  left  in  effect,  in  accordance  with 
the  President's  recommendation.  This  will  allow  future  congresses  to  consider 
whether  to  reduce  the  automobile  excise  tax  below  5  percent. 

Postponing  the  decision  with  respect  to  this  remaining  5  points  of  the  auto- 
mobile excise  tax  until  the  future  is  the  course  of  fiscal  prudence.  In  the 
judgment  of  the  Administration  it  is  unwise  to  enact  now  large  tax  changes  to 
come  into  effect  three  and  four  years  in  the  future.  It  is  impossible  to  forecast 
the  economic  situation  that  far  ahead.  The  prudent  course  for  the  Nation  is  to 
stay  with  the  President's  program. 

One  cannot  foretell  just  what  tax  requirements  for  responsible  fiscal  policy 
will  be  in  the  fiscal  years  1967,  1968,  and  1969,  depending  as  they  do  on  expendi- 
tures, receipts,  and  the  economic  situation.  In  fact,  one  cannot  tell  just  what 
expenditures  will  be  forced  upon  us  by  the  automobile  itself.  How  much  will 
we  have  to  spend  to  deal  with  such  problems  as  highway  safety,  air  pollution 
and  automobile  graveyards? 

The  otlier  differences  in  the  House  bill  from  the  President's  recommendation 
are  relatively  minor,  and  we  concur  in  the  House  action. 

The  House  bill  would  retain  the  tax  on  lubricating  oil  so  far  as  it  applies  to 
highway  users.  This  would  be  done  by  repealing  the  present  tax  on  cutting  oil 
and  by  providing  refiuids  for  use  of  lubricating  oil  in  other  than  highway 
vehicles.  The  proceeds  of  this  tax,  $50  million,  would  be  put  in  the  highway 
trust  fund. 

The  remaining  difference  in  the  House  bill  deals  with  the  automobile  parts 
and  accessories  tax  so  far  as  it  applies  to  pai'ts  which  are  primarily  designed 
for  trucks.  The  President  recommended  retention  of  this  8-pei-cent  tax  as  it 
applies  to  parts  which  are  not  suitable  for  use  in  a  passenger  automobile.  The 
problem  here  is  that  some  lai'ge  components  of  trucks  are  subject  to  a  10-percent 
tax  if  they  are  installed  by  a  ti-uck  manufacturer  on  a  new  truck.  This  10- 
percent  tax  on  trucks,  which  is  part  of  the  highway  trust  fund,  is  not  changed 
by  this  bill.  If  no  parts  tax  applied,  there  would  be  a  considerable  incentive  to 
install  the  part  later  as  an  accessory.  Retaining  the  tax  for  truck  parts  and 
accessories  will  avoid  aggravating  this  problem.  The  House  bill  places  this 
truck  parts  tax,  which  amounts  to  about  $20  million,  in  the  highway  trust  fund, 
along  with  the  basic  tax  on  trucks. 

Finally,  I  want  to  say  a  brief  word  about  the  matter  of  effective  dates.  The 
Ways  and  Means  Committee  went  extensively  into  this  problem,  as  its  report 
indicates.  It  considered  the  potential  postponements  of  sales  and  came  to  the 
same  conclusions  that  we  had  reached,  after  the  extensive  discussions  which 
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trade  associations  and  individual  finns  had  witli  the  Treasury  and  with  the 
staff  of  the  Joint  Committee. 

Two  industries  thought  this  sales  postponement  problem  was  serious.  In 
automobiles  the  tax  involves  a  large  dollar  amount.  Postponement  of  a  purchase 
until  after  July  1  would  bring  the  buyer  close  to  the  new  model  year  when  he 
might  decide  to  wait  until  fall.  This  could  result  in  a  significant  loss  of  sales 
for  the  current  model  year  and  perhaps  even  some  permanent  loss  of  sales. 

In  air  conditioners  the  problem  is  somewhat  similar.  Here,  nearly  40  percent 
of  the  year's  sales  come  in  May  and  June.  Postponement  of  a  purchase  until 
after  July  1  would  mean  that  part  of  the  hot  weather  is  gone  and  many  potential 
customers  would  postpone  the  purchase  until  next  year.  In  these  two  cases, 
the  House  considered  that  customer  refunds  were  appropriate  with  respect  to 
purchases  between  May  15  and  July  1. 

As  to  other  industries,  the  committee  noted  that  retroactive  refunds  were  not 
provided  in  the  last  significant  excise  tax  reduction,  that  of  1954,  and  that  a 
retroactive  date,  with  consumer  refunds,  would  constitute  a  serious  administra- 
tive burden  for  the  industries  affected.  In  order  to  provide  the  Internal  Revenue 
Service  with  some  means  of  verifying  the  refund  claims,  it  would  be  necessary 
that  they  be  channelled  through,  and  consolidated  by,  the  person  who  initially 
paid  the  tax.  For  most  taxes,  this  would  be  the  manufacturer.  Such  a  pro- 
cedure would  involve  the  processing,  verifying,  and  consolidating  of  thousands 
of  small  claims  by  a  manufacturer.  For  manufacturers  that  sell  many  different 
taxed  articles  the  burdens  would  be  multiplied  many  times,  and  the  benefit  of 
retroactivity  would  be  far  outweighed  by  the  burden  of  additional  paperu'ork 
involved.  Consequently,  the  House  thought  that  in  view  of  the  short  time 
between  the  announcement  date.  May  15,  and  the  effective  date  of  the  first  sched- 
uled reduction,  July  1,  it  would  be  wise  to  proceed  in  all  other  cases  in  accordance 
with  prior  practice  and  avoid  retroactive  reduction.  However,  as  stated  earlier, 
floor  stock  refunds  are  provided  in  the  House  bill  for  most  of  the  manufacturers 
taxes. 

The  Treasury  staff  has  been  working  with  the  staff  of  the  Joint  Committee 
on  Internal  Revenue  Taxation  on  some  technical  amendments.  We  will  be  glad 
to  discuss  these  matters  with  the  committee,  when  it  considers  the  bill  in  detail. 
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Excise  tax  program  to  he  enacted  in  1965  indicating  differences  between  President's 

recommendation  and  H.R.  8371  ^ 


July  1,  1965 


January  1,  1966 


January  1967- 
January  1969 


Admissions 

Air  conditioners 

Automobiles: 

President's  recommendation. 

House  bill- 


Repeal 

Reduce  10%  to  7%. 
Reduce  10%  to  7%. 


Repeal. 


Automobile  parts  and  accessories  (excluding 
trucks  parts). 

Ball  point  and  fountain  pens,  etc 

B  o wling  alleys  and  pool  tables 

Business  and  store  machines 

Cabarets 

Cameras  and  film,  etc 

Cigarette  lighters 

Club  dues 

Coin-operated  amusement  devices 

Deeds  of  conveyance 

Electric,  gas,  and  oil  appliances 

Electric  light  bulbs 

Freezers 

Furs 


Repeal. 
Repeal. 
Repeal. 


Repeal. 
Repeal. 


Repeal. 


Repeal. 


Jewelry 

Lubricating  oil: 

President's  recommendation. 
House  bill 


Repeal. 
Repeal. 
Repeal. 


Luggage  and  handbags 

Matches 

Musical  instruments 

Playing  cards 

P  honograph  records 

Radios  and  phonographs 

Refrigerators 

Safe  deposit  boxes 

Sporting  goods  (except  flshmg). 

Stocks  and  bonds— issuance 

Stocks  and  bonds— transfer 

Telegraph 

Telephone — general  and  toll 


Repeal. 
Repeal. 
Repeal. 
Repeal. 
Repeal. 
Repeal. 
Repeal. 
Repeal. 
Repeal. 


Telephone — interior  communications  sys- 
tems  

Television  sets 

Toilet  preparations 

Wire  and  equipment  service 


Repeal. 
Repeal. 


Reduce  7%  to  6%. 
Reduce  7%  to  6%. 

Repeal 


Reduce  6%  to  5% 

1967. 
Reduce  to  4%  1967. 
Reduce  to  2%  1968. 
Repeal  1969. 


Repeal. 


Repeal- 
Repeal. 
Repeal. 


Repeal 

Repeal  as  to  non- 
highway  use. 
Put  into  high- 
way trust  fund 
as  to  highway 
use. 


Repeal 

Repeal 

Repeal 

Reduce  10%  to  3%. 


Exempt. 


Reduce  to  2%  1967. 
Reduce  to  1%  1968. 
Repeal  1969. 


Repeal- 


1  The  table  does  not  deal  with  the  user  tax  recommendations.  In  addition  to  the  items  in  the  table,  the 
automatic  reductions  in  present  law  respecting  cigarettes,  beer,  distilled  spirits,  and  wine  are  to  be  repealed, 
and  the  automatic  reduction  in  the  case  of  the  general  telephone  tax  is  postponed. 
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Exhibit  33. — Statement  by  the  President,  June  21,  1965,  at  the  signing  of  the 

excise  tax  reduction  bill 

Very  shortly  I  will  sign  into  law  a  bill  that  at  midnight  will  lift  one  and  three- 
quarters  billion  dollars  of  onerous  taxes  from  the  American  economy ;  that  next 
January  will  ease  the  tax  burden  by  a  further  one  and  three-quarters  billion 
dollars  ;  that  will  pay  big  dividends  in  lower  prices,  in  more  jobs,  and  more  sales, 
and  in  more  production,  not  just  this  year,  in  1965,  but  in  1966  and  in  many 
years  to  come  thereafter. 

So,  this  afternoon  I  want  to  personally  congratulate  the  entire  Congress  for 
its  very  prompt  and  its  very  efficient  and  effective  action  on  this  measure. 
I  asked  the  Congress  on  May  17  to  reduce  excise  taxes.  They  have  now  com- 
pleted action  on  that  bill  in  exactly  32  days. 

This  is  another  shining  chapter  in  the  legislative  record  that  a  great  Congress 
is  writing  a  new  chapter  of  progress  in  American  life. 

The  enactment  of  this  bill  reflects  the  confidence  of  the  Administration  and 
the  Congress  that  the  benefits  of  excise  tax  reductions  will  be  passed  along  to 
the  American  consumer.  We  can  expect  no  less  from  our  competitive  business 
system. 

This  bill  is  now  our  third  major  tax  action  in  three  years. 

The  Revenue  Act  of  1962  introduced  a  bold  new  concept  without  precedent  in 
American  fiscal  history — a  7-percent  tax  credit  for  business  investment  in  new 
equipment.     It  laid  the  foundation  for  a  sustained  advance  in  business  investment. 

That  uninterrupted  advance  has  brought  investment  in  equipment  in  the  first 
quarter  of  1965  to  $38  billion,  an  increase  of  52  percent  in  4  years.  And  it  is 
continuing.  It  is  bringing  rich  rewards  in  the  modernization  of  our  entire 
industrial  plant,  in  better  products,  in  more  efficient  production,  in  lower  costs, 
and,  finally,  in  hundreds  of  thousands  of  new  jobs  for  the  working  people  of 
America. 

Early  last  year,  the  Congress,  in  its  wisdom,  passed  the  Revenue  Act  of  1964. 
This  second  major  tax  reform  simplified  our  income  taxes,  and  made  them 
fairer,  and  it  reduced  by  $14  billion  the  taxes  that  American  consumers  and 
businesses  owe  on  their  1965  incomes. 

And  this  bill,  which  I  am  signing  today,  will  eliminate  an  additional  $4.7 
billion  of  excise  taxes. 

The  tax  actions  of  1962,  and  1964,  and  1965,  taken  together,  are  the  mark  of 
a  vigorous  new  philosophy  in  our  fiscal  affairs. 

Through  the  rigorous  and  never-ending  pruning  of  waste,  we  have  found  the 
means  for  new  programs  already  in  education,  in  health,  in  urban  and  regional 
development,  in  the  war  on  poverty,  in  large-scale  strengthening  of  social  efforts 
toward  a  better  America,  and  in  many  new  health  programs. 

Through  a  careful  concern  for  private  incentives,  our  tax  system  now  better 
promotes  growth,  and  efficiency,  and  opportunity. 

And  through  a  prudent  control  over  total  expenditures  and  total  revenues,  we 
have  supplied  consumers  and  businesses  an  expanding  volume  of  purchasing 
power.  The  use  of  that  growing  purchasing  power  has  carried  national  output 
to  a  rate  that  is  currently  running  in  excess  of  $650  billion,  compared  with 
$50(J  billion  in  the  first  quarter  of  1961 ;  it  has  raised  wages  and  salaries  by 
$76  billion  in  four  years ;  it  has  raised  corporate  profits  after  taxes  by  $17 
billion  ;  it  has  reduced  the  unemployment  rate  from  7.1  percent  in  May  1961 
to  4.6  percent  in  May  1965;  it  has  created  more  than  5^2  million  new  jobs  in 
these  four  years. 

When  we  cut  taxes  last  year,  there  were  some  who  felt  that  lower  taxes  could 
renew  an  expansion  already  old  by  all  past  standards.    They  were  wrong. 

Today  that  old  expansion  has  surpassed  all  peacetime  records  for  duration. 
In  its  52d  month,  it  displays  today  the  youthful  vigor,  the  healthy  balance,  which 
promises  to  keep  it  going  as  far  into  the  future,  as  the  Secretary  of  the  Treasury 
said  only  yesterday,  as  we  can  really  see. 

Others  feared  that  we  were  squandering  the  Federal  revenues  that  were  needed 
to  reduce  our  deficit.    And  they,  too,  were  mistaken. 

Our  budget  has  really  faired  better  than  most  of  us  had  expected. 

In  January  1964,  we  anticipated  a  deficit  for  fiscal  year  1964  of  $10  billion. 
It  turned  out  to  be  $8.2  billion.  In  January  1965,  we  expected  a  deficit  of  $6.3 
billion  for  fiscal  year  1965.    It  now  appears  that  it  will  be  close  to  $3.8  billion. 
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lu  the  5-year  period  1961  to  1966  we  expect  that  Federal  revenues  will  have 
increased  more  than  the  preceding  6  years,  when  there  were  no  tax  cuts  at  all. 
We  have  proved  that  a  healthy  budget  depends  on  a  healthy  economy.    And  all 
of  us — Government  officials,  managers,  employees,  and  consumers — are  deter- 
mined to  keep  our  economy  healthy. 

A  healthy  economy  is  free  of  inflation.     Over  the  past  5  years  our  price 

stability  has  been  unmatched  in  the  industrial  world.    The  average  level  of  our 

wholesale  prices  in  May  was  only  1.7  percent  higher  than  its  average  in  1958. 

So,  this  price  stability  has  reflected  both  pmident  monetary  and  fiscal  policies 

and  the  responsible  actions  of  both  labor  and  management. 

In  May,  the  average  manufacturing  worker  earned  $4.56  more  a  week  than 
he  had  in  May  of  last  year.  And  he  was  also  earning  better  pensions,  and  better 
vacations,  and  better  insurance.  Yet  because  the  gains  in  his  union  contracts 
stayed,  on  the  average,  within  the  rise  in  productivity,  average  imit  labor  costs 
in  manufacturing  last  month  were  really  lower  than  a  year  earlier — or  lower 
than  they  were  four  years  earlier. 

So,  we  are  counting  on  management  and  on  labor  to  continue  to  act  respon- 
sibly in  setting  prices  and  wages.  The  Nation  both  expects  and  deserves  it  to 
act  in  the  national  interest. 

And  this  excise  tax  bill  will  make  its  maximum  contribution  to  our  economic 
health  only  if  businesses  pass  along  to  the  consumers  the  full  amount  of  the 
reduction  in  the  tax.  And  today  I  urge  every  manufacturer,  and  every  retailer 
in  this  country,  to  do  just  that. 

I  am  pleased  that  the  Congress  saw  fit  to  leave  substantially  unchanged  my 
recommendations  for  excise  tax  reduction  in  1965  and  1966. 

The  only  major  change  the  Congress  made  was  the  additional  reduction  in  the 
automobile  tax  in  later  years. 

I  had  recommended  a  five-point  reduction  in  that  tax,  and  the  Congress 
decided  to  increase  this  to  nine  points. 

But  by  postponing  the  additional  four-point  reduction,  the  Congress  allowed 
time  for  possible  modification  if  future  developments  should  indicate  that  this 
should  be  desirable. 

We  in  the  Executive  Branch  will  be  carefully  considering  the  possible  con- 
structive uses  that  might  be  made  of  the  1-percent  automobile  excise  which 
the  Congress  decided  to  retain.  This  revenue  could  help  to  solve  such  related 
national  problems  as  automobile  safety,  air  pollution,  highway  beauty,  and  the 
disposal  of  discarded  and  abandoned  automobiles. 

If  we  should  find  that  the  need  for  these  purposes — or  the  fiscal  situation 
generally — should  require  retention  of  more  than  the  1-percent  tax  on  auto- 
mobiles, there  will  be  ample  time  for  the  Congress  then  to  consider  our 
recommendations. 

When  there  is  again  opportunity  for  tax  revision,  we  hope,  in  particular,  to 
provide  further  tax  relief  to  those  in  our  nation  who  need  it  most — those 
taxpayers  who  now  live  in  the  shadow  of  poverty. 

Tax  revision  is  a  job — as  all  of  your  congressional  leaders  know — that  is 
really  never  finished.  Our  tax  system  must  be  continually  geared  to  the  needs 
of  a  healthy  and  a  growing  economy. 

Such  an  economy  provides  both  the  foundation  for  our  national  security  and 
for  a  better  life  for  all  of  our  citizens. 

So,  to  the  members  of  the  Senate  Finance  Committee,  and  to  the  members  of 
the  House  Ways  and  Means  Committee,  and  to  the  membership  of  the  two  Houses 
respectively,  I  say  to  you,  on  behalf  of  a  grateful  people,  you  have  done  your 
job  well. 
Thank  you. 

Exhibit  34. — Statement  by  Secretary  of  the  Treasury  Fowler,  June  30,  1965, 
before  the  Committee  on  Ways  and  Means  of  the  House  of  Representatives, 
on  H.R.  5916,  a  bill  to  reduce  tax  barriers  to  foreign  investment 

I  am  appearing  before  you  to  urge  prompt  and  favorable  action  on  H.R.  5916, 
legislation  which  is  intended  to  reduce  tax  barriers  to  foreign  investment  in  the 
United  States.  Passage  of  this  bill  will  serve  two  important  national  objectives. 
First,  it  constitutes  a  comprehensive  and  integrated  revision  of  our  present  sys- 
tem of  taxing  foreign  individuals  and  foreign  corporations  on  income  derived 
from  the  United  States,  bringing  our  system  of  taxing  foreigners  into  line  with 
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the  rules  existing  generally  in  the  other  developed  countries  of  the  world. 
Second,  the  bill  will  make  a  signiticant  contribution  to  our  balance  of  payments 
by  serving  to  eliminate  the  impediments  now  existing  in  our  tax  laws  to  foreign 
investment  in  the  United  States. 

Background  of  proposals 

In  his  Balance-of-Payments  Message  of  July  18,  1963,  President  Kennedy 
announced  he  was  appointioig  a  task  force  to  review  U.S.  Government  and  private 
activities  which  adversely  affect  foreign  purchases  of  the  secuiities  of  U.S. 
companies.  The  group  was  composed  of  representatives  of  finance,  business,  and 
Government.  This  task  force,  of  which  I  had  the  privilege  of  serving  as  Chair- 
man, studied  various  courses  of  action  which  could  be  adopted  in  both  the 
private  and  public  sectors  to  encourage  foreign  o^^'!nership  of  U.S.  securities. 

In  April  1064,  the  task  force  issued  its  report  containing  39  recommendations, 
which  call  for  a  broad  range  of  actions  by  U.S.  international  business  organiza- 
tions and  financial  firms,  as  well  as  by  the  Federal  Government,  to  bring  about 
broader  foreign  ownership  of  U.S.  corporate  securities.  Among  the  recommenda- 
tions directed  toward  the  Government,  those  dealing  with  the  taxation  of  foreign 
individuals  and  foreign  corporations  have  the  most  significant  and  immediate 
impact. 

Issuance  of  the  task  force  report  prompted  a  broad  and  intensive  review  by 
the  Treasui-y  of  the  rules  governing  taxation  by  the  United  States  of  foreign 
individuals  and  foreign  corporations.  This  review  considered  these  rules  not 
only  from  the  standpoint  of  the  balance  of  payments  but  also  from  the  view- 
point of  conventional  tax  policy  cooisiderations.  As  a  result  of  this  review,  the 
Treasury  Department  on  March  8,  1965,  submitted  to  the  Congress  legislation 
containing  not  only  proposals  in  all  of  the  tax  areas  dealt  with  in  the  task  force 
report,  but  also  in  other  areas  where  it  appeared  that  change  was  desirable  to 
make  the  present  system  more  consistent  with  rational  tax  treatment  of  foreign 
investment. 

The  Treasury  Department  agrees  with  the  task  force  conclusion  that  many 
of  the  existing  rules  applicable  to  foreign  investors  in  the  United  States  are 
outmoded  and  not  only  serve  to  deter  foreigTi  investment  but  are  inconsistent 
with  sound  tax  policy.  These  rules  were  enacted  many  years  ago  and  do  not 
reflect  the  changes  in  economic  conditions  which  have  occurred  over  the  last 
15  years. 

Examples  of  tax  rules  which  impede  foreign  investment  in  this  country  are 
many :  The  present  level  of  our  estate  tax — higher  on  foreigners  than  on  U.S. 
citizens — is  completely  out  of  line  with  the  rates  generally  prevailing  elsewhere 
in  the  world  and  acts  as  a  significant  deterrent  to  potential  foreign  investors. 
Also,  the  fact  that  we  require  tax  returns  from  foreigners  merely  because  they 
make  passive  investments  here  is  inconsistent  with  international  tax  practices 
and  hinders  foreign  investment.  These  and  other  provisions  in  the  Internal 
Revenue  Code  contribute  to  the  widely-held  view  that  investment  in  U.S.  secu- 
rities poses  such  serious  tax  problems  for  the  ordinary  foreign  investor  that  it 
cannot  be  undertaken  without  the  benefit  of  expensive  tax  advice.  At  the  same 
time,  some  of  these  provisions  are  extremely  difficult,  if  not  impossible,  to 
enforce,  or  are  susceptible  of  relatively  easy  avoidance  by  the  sophisticated 
foreign  investor.  Since  they  deter  many  foreign  investors  and  are  avoided  by 
the  rest,  they  give  rise  to  almost  no  tax  revenue.  Enactment  of  all  of  the 
changes  proposed  in  H.R.  5916  will  result  in  a  revenue  loss  of  less  than  $5 
million  annually. 

However,  in  proposing  these  changes,  we  have  kept  in  mind  the  importance 
of  not  converting  the  United  States  into  a  tax  haven  nor  of  diverting  funds 
to  the  United  States  from  less-developed  countries.  The  purpose  of  this  bill 
is  to  remove  tax  barriers  which  have  served  to  discourage  foreigners  from 
making  investments  in  the  United  States.  At  the  same  time  we  recognize 
that  no  purpose  will  be  served  if  the  bill  violates  international  tax  standards, 
thereby  setting  off  a  struggle  among  the  developed  nations  of  the  world  to  attract 
foreign  investors  through  tax  devices.  To  attract  foreign  investors,  the  United 
States  must  offer  not  "tax  breaks"  or  "tax  gimmicks" :  it  must  offer  a  growing 
and  dynamic  economy.  We  believe  our  record  of  economic  growth  over  the  last 
five  years  and  our  prospects  for  the  future  are  sufiicient  to  induce  a  substantial 
increase  in  foreign  investment  if  our  tax  system  does  not  act  as  a  bar. 
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Impact  of  H.R.  5916  on  the  balance  of  payments 

There  is  no  way  of  estimating  with  any  degree  of  precision  the  impact  of 
the  bill  on  foreign  investment  in  the  U.S.  or  the  resulting  benefit  to  our  balance 
of  payments.  The  factors  governing  securities  investment  are  many  and  com- 
plex. Even  in  purely  domestic  transactions,  intangibles  such  as  habit,  conven- 
ience, and  past  experience  may  be  as  important  as  yields,  price-earnings  ratios, 
and  other  economic  indicators. 

Although  difficult  to  quantify,  there  is  ample  evidence  of  a  sizable  potential 
for  attracting  foreign  investment  in  U.S.  corporate  securities,  particularly 
stocks,  by  residents  of  the  prosperous  countries  of  continental  Europe.  After 
more  than  a  decade  of  rapidly  rising  incomes,  Europeans  have  to  a  large  ex- 
tent fulfilled  many  of  their  most  pres.sing  consimier  needs  and  are  accumulat- 
ing savings  at  a  high  rate.  Individuals  in  Europe  are  turning  increasingly 
towards  securities  investment,  as  shoAvn  by  the  rising  activity  on  European 
stock  exchanges,  the  large  number  of  new  offices  opening  in  Europe  by  American 
securities  firms,  and  rising  sales  of  mutual  fund  shares.  Yet,  even  now,  in 
Europe  only  1  person  in  30  is  a  shareowner,  as  compared  to  1  in  11  in  the 
United  States. 

At  the  end  of  1964,  foreigners  held  an  estimated  $12.8  billion  of  U.S.  corpo- 
rate stocks  valued  at  market  prices.  In  every  year  since  1950  except  two, 
foreign  purchases  of  U.S.  stocks  have  exceeded  foreign  sales.  In  the  6  years 
between  1959  and  1964,  net  purchases  by  foreigners  averaged  $161  million. 
These  net  figures  are  the  residual  of  much  larger  gross  purchases  and  sales 
which  in  recent  years  have  been  on  the  order  of  $2^/^  billion  to  $.3%  billion. 
A  small  percentage  shift  in  the  ratio  of  purchases  to  sales,  therefore,  could  have 
had  a  substantial  effect  on  the  net  balance  of  transactions. 

If  the  amount  of  additional  investment  expected  to  result  from  H.R.  5916 
were  merely  a  function  of  the  amount  of  tax  saved,  there  would  be  little  im- 
provement in  the  balance  of  payments.  More  important  than  the  small  tax 
savings  to  foreigners,  however,  is  the  substantial  effect  which  will  result  from 
the  simplification  and  rationalization  of  our  tax  treatment  of  foreign  investors. 
Our  high  estate  tax  on  foreigners,  for  example,  is  widely  considered  by  experts 
to  be  one  of  the  biggest  barriers  to  foreign  investment.  While  the  change  in 
the  estate  tax  proposed  by  H.R.  5916  would  eliminate  $3  million  out  of  about 
$5  million  of  tax  levied  each  year,  existing  estate  tax  rates  almost  certainly 
deter  many  foreigners  from  investing  here  at  all.  This  is  particularly  so  when 
the  exemption  is  limited  to  only  .$2,000 — -any  investment  whatsoever  will  sub- 
ject the  estate  to  tax  and  require  filing  of  an  estate  tax  return,  with  the  result- 
ing expenses.  It  is  not  surprising  under  these  circumstances  that  the  small 
foreign  investor  avoids  purchasing  U.S.  stocks  because  of  the  inconvenience  of 
the  estate  tax ;  the  big  investor  also  avoids  such  purchasing  but  because  of  the 
size  of  the  tax  itself. 

Viewed  in  this  light,  it  is  clear  that  the  changes  contained  in  H.R.  5916 
should  in  time  materially  increase  the  voliune  of  foreign  investment  in  the 
United  States.  Based  on  the  sizable  potential  for  foreign  purchases  of  U.S. 
corporate  stocks  which  is  known  to  exist,  we  expect  that  the  legislation  will 
eventually  result  in  an  additional  capital  inflow  on  the  order  of  $100  million 
to  $200  million  per  year,  other  factors  remaining  unchanged.  Considerable 
time — perhaps  one  to  two  years  or  maybe  more — will  be  required  before  for- 
eigners can  complete  the  adjustment  of  their  portfolios  to  take  advantage  of 
H.R.  5916,  but  a  substantial  impact  may  be  felt  in  the  period  just  ahead. 

Specific  proposals  contained  in  H.R.  5916 

I  should  like  to  review  at  this  time  the  principal  substantive  changes  em- 
bodied in  H.R.  5916. 

Estate  tax. — It  is  generally  felt  that  our  current  system  of  taxing  the  U.S. 
estates  (involving  only  the  U.S.  assets)  of  foreign  decedents  is  inequitable  and 
constitutes  one  of  the  most  significant  barriers  in  our  tax  laws  to  increasing 
foreign  investment  in  U.S.  corporate  securities.  Under  present  law,  a  foreign 
decedent  is  taxable  at  regular  U.S.  estate  tax  rates,  ranging  up  to  77  percent, 
on  U.S.  property  held  at  death.  Moreover,  the  U.S.  estates  of  foreign  dece- 
dents are  entitled  to  only  a  $2,000  exemption,  compared  with  a  $60,000  exemp- 
tion available  to  U.S.  citizen  decedents,  and  are  not  entitled  to  the  marital  de- 
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duction  available  to  U.S.  citizen  decedents.  Thus,  U.S.  estate  tax  rates  applied 
to  nonresidents  are  in  most  cases  considerably  higher  than  those  of  other  coun- 
tries and  therefore  foreigners  who  invest  in  the  United  States  suffer  an  estate 
tax  burden.  In  addition,  a  foreign  decedent's  estate  must  pay  heavier  estate 
taxes  on  its  U.S.  assets  than  v\^ould  the  estate  of  a  U.S.  citizen  owning  the  same 
assets. 

H.R.  5916  would  increase  the  exemption  for  the  U.S.  estates  of  foreign  dece- 
dents from  $2,000  to  $30,000  and  would  tax  such  estates  on  the  basis  of  a  5-10-15- 
percent  rate  schedule.  With  this  significant  increase  in  the  exemption  and  sharp 
reduction  in  rates,  the  effective  U.S.  estate  tax  rate  on  foreign  decedents  would 
no  longer  be  considerably  higher  than  most  other  countries  and  would  be  more 
closely   comparable    to   the   rates   prevailing   elsewhere. 

This  change  should  have  an  important  psychological  effect  on  foreigners 
contemplating  investment  in  U.S.  securities.  Where  the  gross  U.S.  estate  would 
be  less  than  $30,000,  there  would  be  no  estate  tax,  and  no  need  to  file  an  estate 
tax  return.  In  those  instances  where  the  estate  is  larger,  the  effective  rate 
would  be  sharply  reduced  and  would  be  comparable  to  the  effective  rate  of  tax 
of  a  U.S.  citizen  who  utilizes  the  $00,000  exemption  and  the  marital  deduction. 
Capital  gains. — The  present  system  of  taxing  capital  gains  realized  by  for- 
eigners has  contributed  to  the  view  that  investment  in  the  United  States  is 
something  which  should  be  approached  cautiously  because  of  the  possibility  of 
inadvertently  becoming  subject  to  tax.  The  Internal  Revenue  Code  now  provides 
for  a  general  exemption  from  capital  gains  tax  for  nonresident  foreigners  not 
doing  business  in  the  United  States  with  two  exceptions.  First,  the  foreigner's 
gains  are  subject  to  U.S.  capital  gains  tax  if  he  is  physically  present  in  the 
United  States  when  the  gain  is  realized,  and  second,  all  gains  during  the  year 
are  taxable  if  he  spends  90  days  or  more  in  the  United  States  during  that  year. 
The  physical  presence  restriction  can  be  easily  avoided  by  the  experienced 
foreign  investor  if  he  arranges  to  be  outside  the  country  when  the  gain  is 
realized,  but  is  a  potential  trap  to  the  foreigner  who  is  not  aware  of  its  exist- 
ence. The  bill  would  eliminate  this  restriction  from  the  general  capital  gains 
exemption. 

In  addition,  the  bill  would  extend  the  90-day  period  which  a  foreigner  may 
spend  here  without  being  subject  to  capital  gains  tax  to  183  days.  This  will 
make  the  provision  more  consistent  with  international  standards  governing 
the  taxation  of  foreigners  residing  in  a  country  for  a  substantial  period.  It 
will  also  minimize  the  possibility  that  a  foreigner  will  be  taxed  on  capital 
gains  realized  at  the  beginning  of  a  taxable  year  if  he  later  spends  a  substantial 
amount  of  time  in  the  United  States  during  that  year. 

Graduated  income  tax  rates. — At  the  present  time,  foreign  individuals  not 
doing  business  in  the  United  States  who  derive  more  than  $21,200  of  investment 
income  from  U.S.  sources  are  subject  to  regular  U.S.  income  tax  graduated  rates 
on  that  income  and  are  required  to  file  returns.  These  requirements  have  pro- 
duced little  revenue,  in  part  because  we  have  eliminated  graduated  rate  taxation 
of  investment  income  in  almost  all  of  our  treaties  with  the  other  industrialized 
countries  and  in  part  because  of  the  ease  with  which  this  provision  is  avoided. 
Moreover,  it  has  been  indicated  that  graduated  rate  taxation  and  the  accom- 
panying return  requirement  may  represent  a  substantial  deterrent  to  foreign 
investment  in  the  United  States. 

H.R.  5916  eliminates  all  progressive  taxation  of  nonresident  foreigners  not 
doing  business  here  and  removes  the  requirement  for  filing  returns  in  such 
cases.  The  liability  of  foreign  investors  deriving  U.S.  investment  income  would 
thus  be  limited  to  the  tax  wnthheld  at  the  statutory  30-percent  rate  or  a  lower 
applicable  treaty  rate.  The  legislation  would  continue  graduated  rate  taxation 
for  foreigners  who  are  doing  business  in  the  United  States.  These  rules  are 
consistent  with  the  practices  of  most  other  industrialized  countries. 

Segregation  of  investment  and  business  income. — Under  present  law,  if  a 
forei.gn  individual  is  doing  business  in  the  United  States  he  is  subject  to  tax  on 
all  of  his  U.S.  income,  whether  or  not  connected  with  his  business  operations,  on 
the  same  basis  in  general  as  a  U.S.  citizen.  H.R.  5916  would  separate  the  busi- 
ness income  of  a  foreign  individual  engaged  in  business  here  from  his  nonbusi- 
ness income,  and  would  tax  the  nonbusiness  income  at  the  30-percent  statutory 
withholding  rate  or  at  the  lower  appropriate  treaty  rate.  All  business  income 
would  remain  subject  to  tax  at  graduated  rates. 
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With  respect  to  foreign  corporations  doing  business  in  the  United  States 
(so-called  resident  foreign  corporations),  which  also  have  stock  investments 
here,  H.R.  5916  would  likewise  separate  dividend  income  from  the  other  income 
of  the  foreign  corporation.  Under  the  legislation,  a  resident  foreign  corporation 
deriving  such  dividend  income  from  the  United  States  would  thus  be  taxable  on 
its  dividend  income  at  the  statutory  30-percent  rate  or  at  the  lower  applicable 
treaty  rate.  As  a  result,  the  foreign  corporation  would  no  longer  receive  the  de- 
duction now  afforded  under  the  Internal  Revenue  Code  to  dividends  received 
by  one  corporation  from  another  corporation. 

The  elimination  of  the  dividends  received  deduction  as  respects  resident  for- 
eign corporations  is  in  part  designed  to  end  an  abuse  which  has  developed. 
Frequently,  a  foi-eign  corporation  with  stock  investments  in  the  United  States 
engages  in  trade  or  business  here  in  some  minor  way  and  then  claims  the  divi- 
dends received  deduction  on  its  stock  investments.  Such  a  corporation  ends  up 
paying  far  less  than  the  30-percent  .statutory  or  applicable  treaty  rate  on  its 
U.S.  dividends,  even  though  its  position  is  basically  the  same  as  a  corporation 
which  is  not  doing  business  here  which  derives  investment  income  from  the 
United  States.  In  those  cases  where  the  applicable  treaty  rate  is  5  percent  (the 
rate  set  by  certain  treaties  where  subsidiai-y  dividends  are  involved) ,  the  resident 
foreign  corporation  will  benefit  from  this  proposed  change. 

DefinitioH  of  ''Engaged  in  trade  or  business." — H.R.  5916  makes  clear  that  in- 
dividuals or  corporations  are  not  engaged  in  trade  or  business  in  the  United 
States — and  thus  subject  to  tax  at  regular  graduated  rates  rather  than  the 
30-percent  withholding  rate  or  lower  treaty  rate — because  of  investment  activ- 
ities here  or  because  they  have  granted  a  discretionary  investment  power  to  a 
U.S.  banker,  broker,  or  adviser.  This  provision  should  have  the  effect  of  remov- 
ing much  of  the  luicertainty  which  now  surrounds  the  question  of  what  amounts 
to  engaging  in  trade  or  business  in  the  United  States.  Uncertainty  of  this  type 
is  undesirable  as  a  matter  of  tax  policy  and  has  the  effect  of  limiting  foreign 
investment  in  the  United  States.  Many  foreigners  are  afraid  of  investing  in 
U.S.  stocks  if  they  cannot  give  a  U.S.  bank  or  broker  authority  to  act  for  them. 
This  change  will  have  relatively  limited  impact,  however,  since  under  the  legis- 
lation, business  income  does  not  include  dividends  or  gains  from  the  sale  of  stock. 

The  bill  also  changes  present  law  by  giving  foreign  individuals  and  corporations 
an  election  to  compute  their  income  from  real  property  on  a  net  income  basis  at 
regular  U.S.  rates  rather  than  at  the  30-i5ercent  withholding  rate  or  lower  treaty 
rate  on  gross  income.  This  type  of  treatment  is  common  in  the  treaties  to  which 
the  United  States  is  a  party  and  is  designed  to  deal  with  the  problem  which  arises 
from  the  fact  that  the  expenses  of  operating  real  property  may  be  high  and 
cannot  be  taken  into  consideration  if  the  income  from  real  property  is  subject 
to  withholding  tax. 

Personal  holding  companies  and  "Second  dividend  tax." — H.R.  5916  changes 
the  personal  holding  company  provisions  of  the  Internal  Revenue  Code  as  ap- 
plied to  the  U.S.  investment  income  of  foreign  corporations  and  also  modifies 
the  application  of  the  so-called  second  dividend  tax.  Under  the  bill,  foreign 
corporations  owned  entirely  by  foreigners  would  be  exempt  from  the  personal 
holding  company  tax.  This  is  possible  because  of  the  elimination  of  graduated 
rates  as  applied  to  foreigners  which  is  contained  elsewhere  in  the  bill,  and 
which  makes  the  application  of  the  personal  holding  company  provision  to  corpo- 
rations wholly-owned  by  foreigners  no  longer  appropriate. 

Under  the  bill,  the  second  dividend  tax  (which  is  levied  on  dividends  dis- 
tributed by  a  foreign  corporation  if  the  corporation  derives  50  percent  or  more 
of  its  income  from  the  United  States)  would  be  applied  only  to  the  dividend 
distributions  of  foreign  corporations  doing  business  in  the  United  States  which 
have  over  80-percent  U.S.  soui'ce  income.  It  is  desirable  to  retain  this  part  of 
the  tax  to  cover  those  cases  where  a  resident  foreign  corporation  has  the  great 
bulk  of  its  business  operations  in  the  United  States  and  to  treat  dividends  of 
such  a  corporation  as  being  from  U.S.  sources. 

These  changes  should  have  the  effect  of  eliminating  application  of  the  personal 
holding  company  tax  and  second  dividend  tax  in  many  cases  where  they  now 
apply,  and  which  may  now  act  as  a  deterrent  to  foreign  investment. 

Expatriate  American  citizens. — The  provisions  of  H.R.  5916  which  eliminate 
graduated  rates  for  foreign  individuals  and  substantially  reduce  the  estate  tax 
liability  of  foreign  decedents  may  create  a  substantial  tax  incentive  to  U.S. 
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citizens  who  might  wish  to  surrender  their  citizenship  in  order  to  take  advan- 
tage of  tliese  changes  in  the  law.  While  it  is  doubtful  whether  there  are  many 
who  would  be  willing  to  take  such  a  step,  still  the  incentive  would  be  present 
and  might  be  utilized.  H.R.  5916  deals  with  this  problem  by  providing  that 
an  individvaal  who  had  surrendered  his  U.S.  citizenship  for  tax  reason,s  within 
the  preceding  10  years  shall  be  subject  to  U.S.  taxation  with  respect  to  his  U.S. 
income  and  assets  at  the  rates  applicable  to  citizens.  Such  individuals  will 
therefore  not  receive  the  benefits  of  this  legislation  but  will  be  taxed  as  non- 
resident foreigners  are  at  present.  As  I  mentioned,  these  provisions  would  not 
apply  if  the  expatriate  American  citizen  can  establish  that  the  avoidance  of 
U.S.  taxes  was  not  a  principal  reason  for  his  surrender  of  citizenship. 

Retaining  treaty  hargalning  position. — The  risk  is  present  that  by  making 
the  changes  provided  in  H.R.  5916,  the  United  States  may  be  placed  at  a  con- 
siderable disadvantage  in  negotiating  similar  concessions  for  Americans.  In 
order  to  protect  the  bargaining  position  of  the  United  States  in  international 
tax  treaty  negotiations,  H.R.  5916  therefore  authorizes  the  President,  where 
he  determines  such  action  to  be  in  the  public  interest,  to  reapply  present  law  to 
the  residents  of  any  foreign  country  which  he  finds  has  not  acted  to  provide 
our  citizens  substantially  the  same  benefits  for  investment  in  that  country  as 
those  enjoyed  by  its  citizens  on  their  investments  in  the  United  States  as  a 
result  of  tliis  legislation.  If  this  authority  were  invoked,  it  could  be  limited  to 
those  investment  situations  as  to  which  U.S.  citizens  were  not  being  given  com- 
parable treatment.  We  believe  that  the  presence  of  such  a  provision  will  be  a 
material  aid  in  our  securing  appropriate  provisions  respecting  these  matters  in 
our  international  tax  treaties. 

Conclusion 

Our  current  system  of  taxing  foreign  investors  in  the  United  States  contains 
elements  which  are  inconsistent  with  generally  accepted  international  tax 
policy  principles  and  which,  at  the  same  time,  act  to  discourage  foreign  invest- 
ment in  the  United  States.  H.R.  5916  is  designed  to  reshape  our  present  system 
in  order  to  make  it  a  more  rational  vehicle  for  taxing  foreign  individuals  and 
corporations. 

The  legislation  is  an  essential  element  of  the  President's  comprehensive  pro- 
gram for  dealing  with  our  balance-of-payments  problem.  As  such,  it  is  one  of 
the  aspects  of  the  President's  program  which  is  expected  to  have  a  longer  term 
impact  on  our  balance  of  payments.  Foreigners  will  invest  in  this  country  as 
long  as  our  economy  remains  prosperous  and  stable.  However,  it  cannot  be 
expected  that  the  level  of  foreign  investment  will  reach  its  full  potential  so 
long  as  provisions  exist  in  our  tax  laws  which  serve  to  discourage  foreign  in- 
vestment and  which  are  not  in  accord  with  international  tax  standards.  H.R. 
5916  will  eliminate  or  modify  the  provisions  of  present  law  which  have  compli- 
cated our  system  of  taxing  foreigners  but  have  resulted  in  little  revenue  being 
realized. 

Adoption  of  H.R.  5916  will  lead  to  a  simpler  and  more  rational  method  of 
taxing  foreigners.  It  will  also  be  an  important  step  in  moving  toward  the  elimi- 
nation of  our  balance-of-payments  deficit  and  the  strengthening  of  the  interna- 
tional position  of  the  dollar.  Because  this  legislation  will  contribute  to  these 
two  vital  national  objectives,  I  urge  you  to  support  it. 


Exhibit  35. — Press  release,  February  19,  1965,  on  liberalization  of  depreciation 

rules 

The  Treasury  Department  today  announced  three  new  measures  liberalizing 
the  manner  in  which  income  tax  deductions  for  depreciation  of  plant  and 
equipment  can  be  taken  to  insure  that  business  will  reap  the  full  benefit  of  the 
1962  depreciation  reform. 

At  the  same  time,  the  Treasury  limited  the  ways  in  which  such  deductions 
can  be  calculated. 

The  combination  of  the  new  measures  and  the  new  limitations  will  result  in 
increasing  depreciation  tax  benefits  during  1965  by  an  estimated  $600  million  to 
$800  million  over  what  they  would  have  been  if  the  1962  reform  had  not  been 
modified. 
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The  1962  depreciation  revision 

The  new  measures  modify  the  depreciation  rules  which  accompanied  the  liberal 
guideline  procedure  initiated  in  1962.  Those  rules  were  part  of  a  thorough 
depreciation  reform  designed  to  foster  more  rapid  equipment  modernization. 

At  that  time,  taxpayers  electing  to  use  the  guideline  procedure  were  allowed 
three  years  as  a  transitional  period.  At  the  end  of  the  three  years — 'beginning 
in  taxable  year  1965  for  most  taxpayers — they  would  have  been  obliged  to  show 
that  their  actual  equipment  replacement  practice  is  either  already  consistent 
with  their  depreciation  deductions  or  clearly  moving  toward  consistency. 

The  taxpayer  is  allowed,  under  the  tax  laws,  to  recover  the  cost  of  equipment 
by  deducting  it  over  the  period  he  will  use  it,  its  "useful  life."  The  1962  de- 
preciation guideline  procedure,  among  other  things,  established  guides  for 
determining  useful  lives,  by  suggesting  "guideline  lives."  These  suggested 
"guideline  lives"  covered  about  75  broad  classes  of  industries  and  assets,  and 
replaced  a  long  list  of  thousands  of  separate  suggested  lives  for  virtually  every 
item  of  equipment  in  use.  It  Is  usually  to  the  advantage  of  a  taxpayer  to  take 
as  large  depreciation  deductions  as  possible  as  early  as  possible  after  he  puts 
the  equipment  into  use,  thus  the  1962  guideline  procedure  benefited  taxpayers  by 
allowing  shorter  useful  lives. 

The  "reserve  ratio  test" 

As  an  objective  test  of  conformity  between  depreciation  deductions  and  actual 
equipment  replacement  practice,  the  1962  guideline  procedure  provided  a  "reserve 
ratio  test." 

A  "reserve  ratio"  is  the  ratio  of  the  total  of  depreciation  deductions  already 
taken  on  assets  still  in  use  (called  the  "depreciation  reserve")  to  the  original 
cost  of  those  assets.  Thus,  the  more  of  the  cost  that  the  taxpayer  has  already 
taken  in  deductions,  the  higher  his  reserve  ratio  would  be.  The  reserve  ratio 
test  requires  that  the  taxpayer's  actual  reserve  ratio  be  compared  to  a  standard 
range  of  reserve  ratios  appropriate  to  the  useful  life  and  the  method  the 
taxpayer  is  using  to  calculate  his  depreciation  deductions. 

The  reserve  ratio  test  is  not  met  if  the  taxpayer's  actual  reserve  ratio  exceeds 
the  upper  limit  of  the  range  of  standard  ratios  which  is  shown  in  the  reserve 
ratio  tables  published  in  1962.  Such  an  excess  may  indicate  that  the  taxpayer's 
actual  equipment  replacement  practice  does  not  accord  with  the  useful  life 
under  which  he  has  been  computing  his  depreciation  deductions.  In  other  words, 
failure  to  meet  the  reserve  ratio  test  may  mean  that  the  taxpayer  has  been 
recovering  the  cost  of  his  equipment  too  quickly,  over  a  period  substantially 
shorter  than  its  actual  useful  life  to  him.  Thus,  raising  the  upper  limits  of  the 
standard  range  of  the  reserve  ratio  helps  the  taxpayer. 

The  purpose  of  the  reserve  ratio  test  was  to  allow  taxpayers — by  comparing 
their  actual  reserve  ratio  with  an  objective  standard  in  the  form  of  prepared 
tables  reflecting  reserve  ratios  appropriate  to  the  useful  lives  claimed  by  the 
taxpayer  under  the  guideline  procedure  for  the  equipment  involved — ^to  demon- 
strate that  their  choice  of  the  useful  lives,  and  therefore  their  depreciation 
deductions,  were  justified. 

The  new  measures 

Since  the  1962  revision  was  put  into  effect,  two  problems  have  become  appar- 
ent. The  first  is  that  a  number  of  taxpayers  will  not  have  brought  their  equip- 
ment replacement  practice  into  line  with  their  deductions  by  the  end  of  the 
three-year  transitional  period.  The  second  is  that  certain  ways  of  computing 
depreciation  when  combined  with  the  1962  changes  can  result  in  unjustified  tax 
benefits. 

The  three  new  liberalizing  measures  are  designed  to  meet  the  first  problem 
by  easing  the  difficulties  some  taxpayers  otherwise  would  encounter  under  the 
changeover  to  the  1962  depreciation  rules  and  guidelines.  The  limits  on  the  ways 
in  which  depreciation  deductions  can  be  calculated  are  designed  to  meet  the 
second  problem  by  preventing  exaggeration  of  tax  benefits. 

The  three  liberalizing  measures  include  a  "guideline  form" — which  will  pro- 
vide an  optional  substitute  for  the  reserve  ratio  tables — as  well  as  two  new 
transitional  rules. 
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The  "guideline  form" 

The  guideline  form  will  allow  each  taxpayer  to  compute  a  reserve  ratio 
standard  tailored  to  his  individual  circumstances. 

This  is  important  because  the  reserve  ratio  tables  are  designed  to  cover  the 
general  run  of  taxpayers.  Therefore,  taxpayers  who  replace  equipment  at  irreg- 
ular interA-als  often  have  difficulty  in  meeting  the  test  because  the  tables  are  based 
on  the  experience  of  the  average  business  taxpayer.  The  reserve  ratio  tables 
assume  an  even  rate  of  growth.  For  that  reason,  a  taxpayer  who  purchases  a 
large  part  of  his  equipment  at  one  time  could  fail  to  meet  the  standard  in  the 
reserve  ratio  tables  because  his  equipment  costs  are  bunched  and  his  rate  of 
growth  is  uneven. 

Many  taxpayers  who  would  otherwise  have  failed  to  meet  the  reserve  ratio 
test  will  be  permitted  by  the  guideline  foi-m  to  meet  it,  because  it  will  give  them 
an  opportunity  to  make  proper  allowance  for  their  particular  pattern  of  equip- 
ment acquisition.  Thus,  all  taxpayers  will  have  the  opportunity  to  justify  their 
depreciation  deductions  by  an  objective  test.  The  form  contains  the  same 
20-percent  margin  of  tolerance  as  that  already  built  into  the  reserve  ratio  tables, 
so  that  even  taxpayers  who  hold  their  asset  as  much  as  20  percent  longer  than 
the  period  over  which  costs  of  the  assets  are  deducted — usually  the  guideline 
life — will  still  pass  the  test. 

Each  year  the  taxpayer  will  have  the  option  of  using  the  guideline  form  or  the 
reserve  ratio  tables.  Even  in  cases  where  neither  of  these  two  objective  tests 
is  met,  a  taxpayer  may  still,  as  in  the  past,  demonstrate  the  appropriateness  of 
his  depreciation  practices  on  the  basis  of  all  the  pertinent  facts.  The  form, 
however,  will  allow  more  taxpayers  to  justify  their  depreciation  practices  simply 
and  objectively  without  resorting  to  lengthy  examinations  by  the  Internal 
Revenue  Service. 

The  new  transitional  rules 

The  1962  revision  provided  two  special  rules  for  easing  the  transition  from 
previous  depreciation  practices.  The  first  allowed  taxpayers  a  three-year  mora- 
torium before  any  test  of  their  deductions  would  be  required.  The  second 
allowed  a  subsequent  period  during  which  no  test  would  be  required  as  long  as 
the  taxpayer's  actual  practice  continued  to  move  closer  to  the  pattern  of  de- 
ductions he  was  claiming. 

Despite  these  liberal  transition  rules,  studies  show  that  a  number  of  taxpayers 
who  are  trying  to  conform  their  practices  to  the  1962  revision  will  be  unable  to 
meet  the  reserve  ratio  test. 

Therefore,  two  additional  rules  are  now  being  adopted  to  ease  the  transition 
to  the  guidelines  set  forth  in  the  1962  revision.  They  are  a  "transitional  allow- 
ance rule"  and  a  "minimal  adjustment  rule."  The  two  new  rules  will  be  appli- 
cable for  a  period  equal  to  one  guideline  life  which  will  begin,  for  calendar  year 
taxpayers,  in  1965. 

The  "transitional  allowance  rule" 

The  transitional  allowance  rule,  in  effect,  extends  the  transitional  period  be- 
yond three  years.  It  raises  the  upper  limit  of  the  standard  reserve  ratio, 
regardless  of  whether  the  standard  ratio  is  determined  from  the  reserve  ratio 
table  or  from  the  guideline  form.  In  either  case,  the  upper  limit  is  stated  in 
percentage  points.  The  transitional  allowance  rule  adds  a  certain  number  of 
percentage  points  to  this  limit.  The  additional  number  of  percentage  points  for 
1965  is  15.  This  number  will  gradually,  very  slowly  at  first,  be  reduced  to  zero 
over  a  period  of  years  equal  to  a  guideline  life.  (This  transitional  allowance 
is  measured  in  percentage  points,  not  percent.  Thus,  it  will  be  15  points  regard- 
less of  the  old  upper  limit  figure  to  which  it  is  added.  It  is  in  percentage  points 
because  the  reserve  ratio  itself  is  expressed  in  percentage  points  both  in  the 
table  and  in  the  form.) 

For  example,  if  under  the  1962  provisions  the  taxpayer  found  he  had  an 
upper  limit  of  60  percent  on  the  reserve  ratio  test  for  1965,  he  could  still  meet 
that  test  if  his  actual  reserve  ratio  turned  out  to  be  75  percent  or  less,  because 
of  the  additional  15  percentage  points  added  by  the  transitional  allowance  rule. 
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The  "minimal  adjustment  rule" 

The  second  new  transitional  rule,  the  minimal  adjustment  rule,  is  designed 
to  help  those  taxpayers  who  cannot  meet  the  reserve  ratio  test  during  the 
transitional  period  even  with  the  benefit  of  the  transitional  allowance  rule. 
This  minimal  adjustment  rule  is  more  liberal  than  the  previous  adjustment 
rule  which  it  replaces.  The  old  rule  allowed  the  Internal  Revenue  Service  to 
increase  the  life  used  by  the  taxpayer  by  as  much  as  25  percent  if  the  taxpayer 
could  not  meet  the  reserve  ratio  test  or  otherwise  justify  the  guideline  life  he 
is  using  to  calculate  deductions.  (Increasing  the  life  automatically  reduces  the 
depreciation  deduction  the  taxpayer  can  claim  in  any  single  year  because  it 
spreads  the  total  amount  deductible  over  the  longer  period. ) 

Instead  of  the  old  2.5-percent  maximum,  the  new  rule  sets  a  new  maximum 
adjustment  of  either  5  or  10  percent,  depending  on  the  extent  by  which  the 
taxpayer  fails  to  meet  the  reserve  ratio  test.  Moreover,  adjustments  can  be 
imposed  by  the  Internal  Revenue  Service  only  in  alternate  years.  In  addition, 
if  at  any  later  time  the  taxpayer  brings  his  reserve  ratio  within  the  transitional 
limits,  he  will  be  automatically  allowed  to  return  to  the  useful  life  he  was 
employing  before  he  was  obliged  to  lengthen  it  under  an  adjustment. 

The  new  limitations 

In  addition  to  the  guideline  form  and  the  two  new  transitional  rules, 
limitations  are  set  on  certain  techniques  used  by  some  taxpayers  in  calculating 
depreciation.  These  techniques  have  been  found  to  be  incompatible  with  the 
guideline  procedure  because  they  exaggerate  the  benefits  of  the  1962  revision  and 
they  become  particularly  inappropriate  in  the  transitional  period  when  liberal 
transitional  rules  are  in  force. 

In  order  to  prevent  use  of  such  techniques  with  the  guideline  procedure  tax- 
payers will  not  be  allowed  to  use  the  guideline  procedure  (beginning  in  general 
with  the  fourth  taxable  year  to  which  the  guideline  procedure  is  applicable, 
which  would  be  1965  for  calendar  year  taxpayers)  if  they  use  the  straight-line 
method  or  the  sum  of  the  years  digits  method — unless  the  cost  of  current  ac- 
quisitions is  recorded  in  year's  acquisition  accounts  or  in  item  accounts.  Ac- 
counts depreciated  under  the  declining  balance  method  will  not  be  affected. 

The  effect  of  the  new  measures 

Without  the  new  liberalization,  an  estimated  60  percent  of  larger  firms  using 
the  guidelines  would  have  failed  the  reserve  ratio  test  in  1965.  Failures  under 
the  test  would  have  reduced  the  total  tax  benefits  in  1965  resulting  from  the 
1962  revision,  estimated  at  $1.8  billion,  by  some  $700  million  to  $900  million. 

The  three  liberalizing  measures  will  allow  the  great  bulk  of  the  firms  which 
would  have  failed  the  test  in  1965  to  meet  it.  These  measures,  even  taking  ac- 
count of  the  limitations,  will  allow  such  firms  some  $600  million  to  $800  million 
of  the  benefits  which  otherwise  they  would  not  have  been  eligible  to  receive. 

At  the  request  of  the  Treasury,  the  National  Industrial  Conference  Board 
(NICB)  last  September  made  a  survey  of  the  depreciation  practices  of  several 
hundred  large  firms,  chiefly  those  with  assets  of  $10  million  or  more.  Of  the 
firms  sui-veyed,  about  60  percent  were  found  to  be  using  the  guideline  procedure 
established  in  1962.  Since  the  survey,  a  number  of  taxpayers  have  elected  to 
switch  to  the  guideline  procedure,  and  more  are  expected  to  do  so.  Of  these 
guideline  users,  about  15  percent  would  have  met  the  reserve  ratio  test  auto- 
matically. About  25  percent  more  of  these  guideline  users  would  have  been 
enabled  to  meet  the  test  with  the  help  of  the  transitional  rule  provided  in  the 
1962  revision.  Thus  some  60  percent  of  guideline  users  in  the  survey  would  have 
found  themselves  unable  to  meet  the  test  in  1965.  Based  on  NICB  data  for 
larger  firms,  with  the  application  of  the  new  liberalizing  changes,  some  95  per- 
cent of  all  adopters  will  be  able  to  meet  it  with  the  help  of  the  new  guideline  form 
or  transitional  allowance  rule  or  both.  That  will  leave  only  about  5  percent 
of  all  guideline  users  unable  to  meet  the  liberalized  test  in  1965. 

The  Treasury  did  not  rely  solely  on  the  NICB  Survey  in  making  its  decision. 
Detailed  information  on  guideline  adoption  was  obtained  by  analyzing  studies 
by  the  Internal  Revenue  Service  and  by  the  Commerce  Department.  In  addi- 
tion, information  on  the  number  of  fiiins  which  would  have  failed  the  reserve 
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ratio  test  in  1965  under  tlae  19G2  procedure  was  drawn  from  a  broad  range  of 
larger  companies,  as  well  as  industry  groups.  The  information  obtained  covered 
electric  and  gas  utilities,  railroads,  and  other  industries.  The  information  ob- 
tained from  these  varied  sources  couflmied  the  high  percentage  of  firms  using 
the  1962  guidelines  which  would  fail  to  meet  the  reserve  ratio  test  in  1965  unless 
action  was  taken  to  liberalize  the  guideline  procedure. 

Separate  values  for  each  of  the  three  liberalizing  measures  cannot  be  esti- 
mated accurately  because  tlie  measures  will  be  used  in  combination.  However, 
if  the  transitional  allowance  rule  were  adopted  by  itself,  it  probably  would 
allows  taxpayers  about  three-fourths  of  the  $700  million  to  $900  million  in  benefits 
which  they  would  otherwise  lose  in  1965  through  failure  to  meet  the  reserve  ratio 
test.  Of  the  remaining  benefit  to  taxpayers  by  adding  the  guideline  form  and  the 
minimal  adjustment  rule,  probably  the  bulk  of  the  additional  benefit  is  provided 
by  the  new  guideline  form. 

The  technical  details  of  the  three  liberalizing  procedures  and  the  new  limita- 
tion will  be  published  soon  by  the  Internal  Revenue  Service  and  will  be 
effective  for  most  taxpayers  for  the  taxable  year  19<>5.  These  changes  are  in 
accordance  with  the  Treasury  policy,  announced  in  1962,  of  keeping  its  tax 
treatment  of  depreciation  as  up-to-date  as  possible. 

That  policy  was  stated  in  the  1962  revision  as  follows  : 

"The  experience  under  the  new  guideline  lives,  industry  and  asset  classifica- 
tions and  administrative  procedures  will  be  watched  carefully  with  a  view  to 
possible  corrections  and  improvements.  Periodic  reexamination  and  revision  will 
be  essential  to  maintain  tax  depreciation  treatment  which  is  in  keeping  with 
modern  industrial  practices." 

Depreciation  policy 

Proper  depreciation  policy  requires  that  equipment  replacement  practice  be 
consistent  with  depreciation  deductions,  so  that  deductions  for  business  ex- 
penditures reasonably  reflect  actual  costs. 

The  reserve  ratio  test  provides  an  objective  test  of  the  reasonableness  of  tax- 
payer depreciation  deductions.  The  new  measures  make  the  reserve  ratio  test 
useful  to  almost  all  present  and  future  users  of  the  1962  guideline  procedures. 
Moreover,  they  give  taxpayers  substantially  more  time  to  adjust  their  actual 
depreciation  practices  by  making  the  reserve  ratio  test  easier  to  meet  during 
the  transitional  period. 

Thus,  all  but  a  few  guideline  users  will  be  able  to  take  full  advantage  of  the 
1962  depreciation  liberalizations  and  to  validate  their  deductions  without  being 
obliged  to  undergo  lengthy  and  detailed  examination  of  their  entire  depreciation 
practice  by  the  Internal  Revenue  Service. 


Exhibit  36. — Statement  by  Secretary  of  the  Treasury  Dillon,  July  21,  1964, 
before  Subcommittee  No.  1  of  the  Select  Committee  on  Small  Business  of  the 
House  of  Representatives,  on  tax-exempt  foundations 

Mr.  Chairman,  I  appreciate  your  invitation  to  testify  before  this  subcommittee 
on  the  important  question  of  tax-exempt  charitable  foundations.  As  you  know, 
these  foundations  play  a  very  significant  role  in  American  life.  Their  effect  is 
felt  in  all  aspects  of  education,  charity,  science,  medicine,  the  literary  arts,  and 
religion.  Each  year  substantial  sums  are  contributed  to  foundations,  and  the 
foundations,  in  turn,  make  substantial,  annual  disbursements  on  which  many 
people  and  institutions  are  vitally  dependent. 

Because  of  the  importance  which  we  as  a  nation  attach  to  private  philanthropy, 
we  have  promoted  it  by  generous  provisions  for  tax  exemption.  This  privilege 
applies  to  activities  of  foundations  as  well  as  to  the  tax  deductions  which  are 
available  to  contributors  to  foundations.  Because  of  this  privilege  it  is  healthy, 
indeed  necessary,  that  the  Congress  and  the  Administration  periodically  re- 
examine those  areas  where  tax  exemption  and  tax  deductions  are  provided.  It  is 
important  to  make  sure  that  no  one  is  abusing  the  privilege  of  tax  exemption. 
and  to  put  an  end  to  such  abuses  as  may  be  found.  For  example,  study  is 
necessary  to  determine  whether  any  foundations  have  been  the  subject  of  a  misuse 
which  affords  unintended  or  undesirable  tax  benefits  to  contributors  and  others : 
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whether  situations  exist  where  the  interests  of  the  intended  beneficiaries  of 
charitable  bounty  have  been  unduly  slighted  in  deference  to  the  financial  interests 
of  foundation  contributors  or  those  in  control  of  foundations;  whether  some 
investment  policies  of  certain  foundations  may  have  been  geared  more  to  the 
interests  of  controlling  private  properties  than  to  the  interests  of  charity ; 
whether  charity  has  received  less  than  a  full  dollar  of  value  for  every  dollar  of 
tax  deduction  and  tax  exemption ;  and  whether  any  foundations  have  engaged 
in  business  activities  to  the  detriment  of  their  primaiy  charitable  concern,  to 
the  advantage  of  their  contributors  and  managers,  or  to  the  disadvantage  of 
competing  private  business  operating  without  tax  exemption. 

Both  the  Congress  and  the  Treasury  have  studied  these  problem  areas  in  the 
past.  A  major  study  resulted  in  important  legislation  in  1950  when  oppor- 
tunities for  self-dealing  were  restricted  and  the  unrelated  business  income  of 
tax-exempt  foundations  was  subjected  to  income  tax.  The  Revenue  Act  of  1904 
further  restricted  the  opportunities  for  self-dealing  in  the  case  of  foundations 
seeliing  to  qualify  for  unlimited  charitable  contributions,  and  those  organizations 
are  now  required  to  make  substantial  disbursements  of  their  income  and  con- 
tributed assets. 

It  is  now  14  years  since  the  major  revisions  of  1950  were  adopted,  and  it  is 
time  to  see  whether  the  legislation  of  that  period  was  adequate  to  the  task  of 
remedying  the  abuses  it  was  designed  to  eliminate  ;  whether  the  legislation  needs 
strengthening,  either  from  a  policy  or  administrative  point  of  view  ;  and  whether 
other  abuses  have  developed  since  1950  which  require  correction  by  legislative 
or  administrative  action. 

Both  the  Senate  Finance  Committee  and  the  House  Ways  and  Means  Com- 
mittee have  requested  that  the  Treasury  Department  prepare  a  report  on  this 
subject,  and  your  subcommittee  has,  of  course,  already  issued  reports  calling 
attention  to  a  number  of  possible  problem  areas.  The  Treasury  began  its  current 
study  of  foundation  problems  in  1961.  In  its  early  stages  the  study  proceeded 
with  limitations  imposed  by  the  priorities  given  to  the  Revenue  Act  of  1962  and 
the  Revenue  Act  of  1964.  However,  the  study  will  be  completed  and  our  report 
submitted  by  the  end  of  this  year. 

In  conjunction  with  the  Treasury's  study,  in  1963  I  appointed  an  Informal 
Advisory  Committee  on  Foundations  composed  of  reputable  and  responsible  indi- 
viduals who  are  associated  with  foundations  on  a  full-time,  professional  basis, 
lawyers  and  accountants  who  have  worked  in  the  foundation  area  in  their  private 
practices,  and  a  law  professor  who  has  been  a  scholarly  observer  of  foundations 
and  has  written  on  the  subject.  The  Committee  has  met  on  five  occasions  with 
Assistant  Secretary  Surrey,  the  Tax  Legislative  Counsel,  and  others  from  the 
Treasury  and  Internal  Reveniie  Service.  The  purpose  of  these  meetings  was  to 
canvass  the  views  of  knowledgeable  people  on  the  practices  of  taxpayers  with 
respect  to  foundations,  on  the  management,  investment,  and  disbursement  prac- 
tices of  foundations,  and  on  various  alleged  abuses  and  proposed  remedies  which 
have  been  discussed  in  this  subcommittee's  reports  and  elsewhere.  The  Treasiiry 
found  these  meetings  valuable  as  a  source  of  informed  opinion,  but  our  ultimate 
conclusions  and  recommendations  will  be  based  on  all  aspects  of  our  studies  and 
from  evidence  drawn  from  varied  sources,  including,  of  course,  field  studies  by 
the  Internal  Revenue  Service  and  data  provided  by  this  subcommittee. 

This  subcommittee's  reports  contain  statistics  gleaned  from  a  study  of  several 
hundred  foundations,  including  their  asset  values,  receipts,  accumulations,  and 
disbursements.  The  Treasury  study  will  benefit  from  that  information  and  from 
updated  statistical  data  based  upon  an  extensive  survey  of  the  information 
returns  which  foundations  have  filed  on  Form  990-A  for  the  year  1962.  It  will 
also  benefit  from  the  responses  to  a  questionnaire  which  we  are  sending  to  a 
number  of  foundations  requesting  additional  statistics  and  information  not  avail- 
able from  existing  sources.  I  would  like  at  this  point  to  submit  for  the  record 
a  copy  of  this  questionnaire.  Information  provided  by  the  Foundation  Directory 
(published  by  the  Russell  Sage  Foundation)  is  also  being  studied.  Thus,  to  the 
extent  available,  concrete  facts  and  figures  will  provide  the  background  material 
for  the  Treasury's  ultimate  conclusions  and  recommendations. 

Although  policy  considerations  will  be  fundamental  to  the  Treasury's  ultimate 
recommendations,  and  to  the  Congress'  ultimate  judgments,  each  policy  question 
carries  with  it  technical  aspects  which  are  important  to  the  overall  statutory 
scheme,  to  equity  and  administrative  practicability.  Treasury  lawyers  intend 
to  study  these  technical  matters  in  conjunction  with  the  staff  of  the  Joint  Com- 
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mittee  on  Internal  Revenue  Taxation  so  that  the  ultimate  report  will  place  each 
conclusion  and  recommendation  in  proper  perspective,  indicating  its  linliage  with 
related  provisions  of  law  and  other  relevant  considerations. 

As  part  of  the  Treasury's  general  interest  in  the  foundation  area,  and  as 
Mr.  Caplin  will  tell  you  in  greater  detail,  the  Internal  Revenue  Service  has,  in 
the  last  three  years,  stepped  up  its  program  for  auditing  exempt  organization 
returns.  Whereas  only  approximately  2,000  exempt  organization  returns  per 
year  had  been  audited  before,  about  10,000  exempt  organization  returns  were 
examined  in  fiscal  year  1964.  This  should  bring  about  more  widespread  and 
fuller  compliance  with  existing  provisions  of  law.  It  will  also  help  us  to  form 
judgments  as  to  which  abuses  can  be  corrected  by  the  vigorous  enforcement  of 
existing  law  and  which  require  new  legislation.  In  order  to  provide  more 
meaningful  information  and  to  bring  to  light  areas  of  possible  concern,  the 
infoi-mation  return  required  of  foundations  was  modified  recently  and  is  under- 
going continued  reevaluation. 

The  scope  of  existing  law  is  also  being  determined  in  litigation.  Appropriate 
cases  are  being  diligently  litigated  by  the  Office  of  the  Chief  Counsel  of  the 
Internal  Revenue  Service  and  by  the  Tax  Division  of  the  Justice  Department. 
Court  decisions  are  helping  to  mark  ofE  those  areas  where  vigorous  enforcement 
of  existing  law  will  carry  out  the  congressional  objectives  from  those  where  new 
action  by  the  Congress  may  be  necessary.  Such  litigation  tests  some  of  the 
judgments  made  in  1950  in  light  of  the  years  of  experience  which  have  passed 
since  then.  A  vigorous  litigation  policy  is  a  continuous  necessity  if  the  effects 
of  legislation  are  to  be  reviewed  on  an  empirical  basis.  This  Administration 
has  pursued  such  a  policy  where  warranted. 

Both  the  administrative  and  litigation  experience  since  1950  will  shed  light 
on  the  propriety  of  the  sanctions  which  the  law  now  provides  in  cases  of  abuse 
and  outright  violation  of  law.  The  study  will  examine  whether,  in  some  cases, 
sanctions  are  inadequate  or  misdirected,  and  whether  in  other  cases  sanctions 
are  so  stringent  and  automatic  that  courts  may  be  reluctant  to  hold  them 
applicable. 

Conclusion 

Privately  administered  philanthropy  has  a  vital,  affirmative  contribution  to 
make  to  a  dynamic,  democratic  society  like  ours.  Onrs  is  a  pluralistic  society 
composed  of  people  and  groups  with  diverse,  competing  interests  and  ideas ;  it 
is  dependent  on  a  free  marketplace  for  these  ideas  and  for  qualified  people  to 
expoi-iment  with  them.  Foundations  directed  by  private  individuals,  not  by 
Government,  have  made  great  contributions  in  education,  in  science,  in  medicine, 
in  fostering  an  environment  for  the  creation  of  ideas,  for  their  debate,  and  for 
experiment  and  innovation.  Government  has  contributed  to  this  healthy  en- 
vironment in  many  ways,  not  the  least  of  which  is  by  providing  tax  benefits. 
This  is  a  cost  which  the  Congress  has  always  considered  worth  incurring.  It 
is  essential,  however,  that  the  cost  be  a  measured  one — ^that  abnses  and  inequi- 
table tax  advantages  claimed  under  the  shelter  of  provisions  of  law  designed 
to  aid  philanthropy  be  ferreted  out  and  eliminated.  The  1950  amendments  were 
expected  to  eliminate  abuses  and  undesirable  private  benefit  cases  such  as  those 
involving  self-dealing  between  a  contributor  and  the  foundation  which  he  con- 
trols. To  the  extent  that  they  may  not  have  proved  fully  effective,  they  must 
be  strengthened.  The  study  now  under  way  will  explore  this  type  of  problem 
along  with  others.  It  is  our  hope  that  we  will  be  able  to  devise  recommendations 
whic*li  will  eliminate  abuses  and  make  for  efficient,  even-handed  administration — 
this  without  detracting  from  the  policy  and  provisions  of  law  which  encourage 
society's  realization  of  the  true  values  of  modern  philanthropy. 

The  Ti-easury's  study  is  proceeding  with  care  and  impartiality.  Until  it  is 
concluded  and  our  report  is  submitted  to  the  competent  legislative  committees, 
it  would  be  neither  desirable  nor  proper  for  me  to  discuss  in  any  detail  particular 
issues  or  recommendations  which  may  be  under  consideration.  You  may  be  .sure, 
however,  that  all  available  data  and  views,  including  those  set  forth  in  this 
subcommittee's  reports,  are  being  given  our  utmost  attention. 
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Exhibit  37. — Introduction  and  summary  of  U.S.  Treasury  Department  report  on 

private  foundations,  February  2,  1965 

Introduction 

Because  of  the  importance  which  this  Nation  attaches  to  private  philanthropy, 
the  Federal  Government  has  long  made  generous  provision  for  tax  exemptions 
of  charitahle^  organizations  and  tax  deductions  for  the  contributors  to  suieh 
organizations.  Since  the  Federal  tax  laws  in  this  way  encourage  and,  in  suh- 
stantial  measure,  finance  private  charity,  it  is  altogether  proi>er,  indeed,  it  is 
impei'ative,  for  Congress  and  the  Treasury  Department  periodically  to  reexamine 
the  character  of  these  laws  and  their  impact  upon  the  persons  to  which  they  apply 
to  insure  that  they  do,  in  fact,  promote  the  values  associated  with  philanthropy 
and  that  they  do  ndt  afford  scope  for  abuse  or  unwarranted  private  advantage. 

This  report  responds  to  requests  by  the  Committee  on  Finance  of  the  U.S. 
Senate  and  the  Committee  on  Ways  and  Means  of  the  House  of  Representatives 
that  the  Treasury  Department  examine  the  activities  of  private  foundations  for 
tax  abuses  and  report  its  conclusions  and  recommendations.  Both  the  Congresis 
and  the  Treasury  Department  have  investigated  these  problem  areas  in  the  pasit. 
A  major  study  resulted  in  important  legislation  in  1950,  when  opportunities 
for  self -dealing  and  the  accumulation  of  income  were  restricted  and,  in  addition, 
the  income  of  feeder  organizations  and  the  unrelated  business  income  of  certain 
classes  of  organizations  were  stihjected  to  tax.  The  Revenue  Act  of  1964  imposed 
further  restrictions  on  foundations  seeking  to  qualify  as  recipients  of  unlimited 
charitable  contributions.  However,  the  major  revisions  of  1950  have  not  been 
comprehensively  reviewed  since  their  enactment.  In  its  present  study,  the  Treas- 
ury Department  has  soug'ht  to  determine  whether  existing  legislation  has  elimi- 
nated the  abuses  with  which  it  was  designed  to  cope,  and  whether  additional 
abuses  have  developed  which  require  correction  by  legislative  action. 

In  lieeping  with  the  eongi-essional  retiuei^ts  which  prompted  it,  the  scope  of  this 
report  is  limited  to  private  foundations.  The  discussion  of  problems  and  pro- 
posed solutions,  thus,  is  confined  to  that  context.  The  restriction  of  the  report 
to  private  foundations  does  noit  indicate  any  judgment  upon  whether  or  not 
similar  or  other  types  of  problems  may  exist  among  dther  classes  of  exempt 
organizations.  For  puri>oses  of  this  report,  the  term  "private  foundation" 
designates : 

(1)  Organizations  of  the  type  granted  tax  exemption  by  section  501(c)(3) 
(that  is,  generally,  con>orations  or  trusts  formed  and  operated  for  religious, 
charitable,  scientific,  literary,  or  educational  purposes,  or  for  testing  for  public 
safety  or  the  prevention  of  cruelty  to  children  or  animals),  with  the  exception 
of— 

(a)  Orgianlzations  which  normally  receive  a  substantial  part  of  their  support 
from  the  general  public  or  governmental  bodies ;  ^ 

( b )  Churches  or  conventions  or  associations  of  churches ; 

(c)  Educational  organizations  with  regular  faculties,  curriculums,  and  student 
bodies ;  ^  and 

(d)  Organizations  whose  purpose  is  testing  for  public  safety;*  and 

(2)  Nonexempt  trusts  empowered  by  their  governing  instruments  to  pay 
or  permanently  to  set  aside  amounts  for  certain  charitable  puriJoses. 

In  carrying  fonvard  its  study,  the  Treasury  Department  has  conducted  an 
extensive  examination  of  the  characteristics  and  activities  of  private  foundations. 
It  has  investigated  and  evaluated  the  expei'ience  of  the  Internal  Revenue  Service 
and  the  Department  of  Justice  in  the  administration  of  the  laws  governing  the 
taxation  of  foundations,  their  contributors,  and  related  parties.  It's  study  has 
drawn  upon  peilinent  information  assembled  in  investig'ations  conducted  by  other 


1  The  terms  "charity"  and  "charitable"  are  used  in  their  generic  sense  in  this  report,  in- 
cluding: all  philanthropic  activities  upou  which  the  relevant  portion  of  the  Internal  Revenue 
Code  of  19.54  (sec.  501(c)  (3) )  confers  exemption.  Unless  otherwise  indicated,  all  statutory 
references  are  to  the  Internal  Revenue  Code  of  1054,  as  amended. 

'i  Described  in  sec.  50.S(b)(.3). 

3  Described  in  sec.  503(b)(2).. 

*  While  organizations  within  this  minor  category  are  exempt  from  tax,  contributions  to 
them  are  not  deductible ;  and  they  would  therefore  appear  to  be  more  closely  analogous  to 
business  leagues,  social  welfare  organizations,  and  similar  exempt  groups  than  to 
foundations. 
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groups.^  It  has  conducted  a  special  canvass  of  approximately  1,300  selected 
foiuidatious.  From  these  and  other  sources,  it  has  compiled  and  taibulated  a 
variety  of  classes  of  relevant  statistical  data.  It  has  discussed  the  area  with  an 
Informal  Advisory  Committee  on  Foundations  appointed  by  Secretary  Dillon." 
It  has,  further,  considered  a  broad  range  of  propo'sals  for  reform,  extending 
from  remedies  narrowly  tailoi'ed  to  end  specific  abuses  to  sweeping  recommenda- 
tions for  the  elimination  or  restriction  of  tax  exemptions  and  deductions  for 
certain  classes  of  foundations. 

The  Department's  investigation  has  revealed  that  the  preponderant  number 
of  private  foundations  perform  their  functions  without  tax  abuse.  However,  its 
study  has  also  produced  evidence  of  sei-ious  faults  among  a  minority  of  such 
organizations.  Six  major  classes  of  problems  exist ;  either  problems  are  also 
present.  While  the  Internal  Revenue  Service  has  taken  vigorous  action  in  re- 
cent years  to  improve  its  adminisiferation  of  the  existing  laws  vvhich  govern 
foundations  and  their  contributors,*  additional  legislative  measures  appear 
necessary  to  resolve  these  problems. 

This  report  seeks  first  to  place  private  foundations  in  general  perspective,  by 
considering  the  values  asisociated  with  philanthropy  and  the  part  played  by 
private  foundations  in  realizing  those  values.  Against  this  backgrotmd,  it  ex- 
plores the  major  problems  in  detail  and  presents  possible  solutions.''  In  a 
separate  part  it  describes  additional  problems  of  less  general  significance  and 
recommends  apiwoaches  to  deal  with  them.^  Appendixes  present  tables  of 
relevant  statistics  and  other  information. 

Summary  of  Report 

I.  An  Appraisal  of  Pkivate  Foundations 

AVhile  private  foundations  have  generally  been  accorded  the  same  favorable 
tax  treatment  granted  other  philanthropic  organizations — exemption  from  tax 
and  the  privilege  of  receiving  donations  deductible  by  the  donors — previous  leg- 
islation has  placed  several  special  restrictions  upon  them.  To  determine  whether 
additional  restrictions  are  necessary,  one  must  first  inquire  into  the  character 
of  the  contribution  which  private  foundations  make  to  private  phihxnthropy 
and  the  validity  of  the  general  criticisms  which  have  been  leveled  at  them. 

A.   PHILANTHROPIC  VALUES  AND  PRIVATE  FOUNDATIONS 

Private  philanthropy  plays  a  special  and  vital  role  in  our  society.  Beyond 
providing  for  areas  into  which  Government  cannot  or  should  not  advance  (such 
as  religion),  private  philanthropic  organizations  can  be  uniquely  qualified  to 
initiate  thought  and  action,  experiment  with  new  and  untried  ventures,  dissent 
from  prevailing  attitudes,  and  act  quickly  and  flexibly. 


^  E.g.,  Subcommittee  No.  1,  Select  Committee  ou  Small  Business  of  the  House  of  Repre- 
sentatives, whose  chairman  is  Representative  Wright  Patman.  The  reports  of  the  investi- 
gations of  this  subcommittee,  entitled  "Tax-Exempt  Foundations  and  Charitable  Trusts  : 
Their  Impact  on  Our  Economy,"  have  been  published  in  three  installments  (dated,  respec- 
tively, Dec.  31,  1962,  Oct.  16,  1963,  and  Mar.  20,  1964)  and  are  hereinafter  referred  to  as 
the  "Patman  Reports."  A  transcript  of  hearings  held  by  the  group  in  1964  has  been  pub- 
lished recently.  See  "Tax-Exempt  Foundations  :  Their  Impact  on  Small  Business,"  hearings 
before  subcommittee  No.  1  on  Foundations,  SSth  Cong.,  2d  sess.,  1964. 

-  This  Committee  met  with  Treasury  officials  on  several  occasions,  and  was  a  valuable 
source  of  informed  opinion  ;  but  the  conclusions  and  recommendations  of  this  report  are 
those  of  the  Treasury  Department,  and  are,  of  course,  based  on  facts  and  views  drawn 
from  man.v  additional  sources. 

^  Appendix  B,  which  may  be  found  in  the  complete  Treasury  Department  report  on  pri- 
vate foundations,  summarizes  the  administrative  improvements  which  have  been  effected 
by  the  Internal  Revenue  Service. 

*  The  report  does  not  deal  with  the  problem  of  distinguishing  between  permissible  edu- 
cational activities  of  foundations  and  dissemination  of  propaganda.  The  distinction  is 
drawn  by  existing  law.  The  Internal  Revenue  Service  has  been  investigating  situations  of 
questionable  operations  and  taking  the  action  appropriate  under  presently  applicable  rules. 
This  program  will  continue. 

6  The  provisions  designed  to  insure  compliance  with  existing  law  will  have  to  be  re- 
examined to  determine  their  adequacy  to  the  task  of  securing  compliance  with  the  rules 
proposed  in  this  report.  The  fundamental  objective  of  such  provisions  should  be  to  make 
certain  that  funds  which  have  been  committed  to  charity  and  for  which  tax  benefits  have 
been  granted  will  in  fact  be  devoted  to  charitable  ends.  Also,  effective  enforcement  of  the 
rules  recommended  here  will  require  the  filing  of  information  returns  by  the  organizations 
to  which  the  rules  apply.  Since  certain  private  foundations  are  not  now  required  to  file 
such  returns,  suitable  revisions  will  have  to  be  made  in  the  relevant  provisions  of  existing 
law. 
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Private  foundations  have  an  important  part  in  this  work.  Available  even  to 
those  of  relatively  restricted  means,  they  enable  individuals  or  small  groups  to 
establish  new  charitable  endeavors  and  to  express  their  own  bents,  concerns,  and 
experience.  In  doing  so,  they  enrich  the  pluralism  of  our  social  order.  Equally 
important,  because  their  funds  are  frequently  free  of  commitment  to  specific 
operating  programs,  they  can  shift  the  focus  of  their  interest  and  their  financial 
support  from  one  charitable  area  to  another.  They  can,  hence,  constitute  a 
powerful  instrument  for  evolution,  growth,  and  improvement  in  the  shape  and 
direction  of  charity. 

B.  EVALUATION  OF  GENERAL  CRITICISMS   OP  PRIVATE  FOUNDATIONS 

Three  broad  criticisms  have  been  directed  at  private  foundations.  It  has  been 
contended  that  the  interposition  of  the  foundation  between  the  donor  and  active 
charitable  pursuits  entails  undue  delay  in  the  transmission  of  the  benefits  which 
society  should  derive  from  charitable  contributions ;  that  foundations  are  becom- 
ing a  disproportionately  large  segment  of  our  national  economy ;  and  that  foun- 
dations represent  dangerous  concentrations  of  economic  and  social  power. 
Upon  the  basis  of  these  contentions,  some  persons  have  argued  that  a  time  limit 
should  be  imposed  on  the  lives  of  all  foundations.  Analysis  of  these  criticisms, 
however,  demonstrates  that  the  first  appears  to  be  susceptible  of  solution  by  a 
measure  of  specific  design  and  limited  scope,  the  second  lacks  factual  basis,  and 
the  third  is,  for  the  present,  being  amply  met  by  foundations  themselves.  As  a 
consequence,  the  Treasury  Department  has  concluded  that  prompt  and  effective 
action  to  end  the  specific  abuses  extant  among  foundations  is  preferable  to  a 
general  limitation  upon  foundation  lives. 

II.  Major  Problems 

The  Treasury  Department's  study  of  private  foundations  has  revealed  the 
existence  of  six  categories  of  major  problems. 

A.   SELF-DEALING 

Some  donors  who  create  or  make  substantial  contributions  to  a  private  foun- 
dation have  engaged  in  other  transactions  with  the  foundation.  Property  may 
be  rented  to  or  from  it ;  assets  may  be  sold  to  it  or  purchased  from  it ;  money 
may  be  borrowed  from  it  or  loaned  to  it.  These  transactions  are  rarely  neces- 
sary to  the  discharge  of  the  foundation's  charitable  objectives ;  and  they  give 
rise  to  very  real  danger  of  diversion  of  foundation  assets  to  private  advantage. 

Cognizant  of  this  danger,  the  House  of  Representatives  in  lOHO  approved  a  bill 
which  would  have  imposed  absolute  prohibitions  upon  most  financial  intercourse 
between  foundations  and  donors  or  related  parties,  and  which  would  have 
severely  restricted  other  such  dealings.  However,  the  measure  finally  adopted, 
which  has  been  carried  without  material  change  into  present  law,  prohibits  only 
loans  which  do  not  bear  a  "reasonable"  rate  of  interest  and  do  not  have  "ade- 
quate" security,  "substantial"  purchases  of  property  for  more  than  "adequate" 
consideration,  "substantial"  sales  of  property  for  less  than  "adequate" 
consideration,  and  certain  other  transactions. 

Fourteen  years  of  experience  have  demonstrated  that  the  imprecision  of  this 
statute  makes  the  law  difficult  and  expensive  to  administer,  hard  to  enforce  in 
litigation,  and  otherwise  insufiicient  to  prevent  abuses.  Whatever  minor  advan- 
tages charity  may  occasionally  derive  from  the  opportunity  for  free  dealings 
between  foundations  and  donors  are  too  slight  to  overcome  the  weight  of  these 
considerations.  Consequently,  the  report  recommends  legislative  rules  patterned 
on  the  total  prohibitions  of  the  1950  House  bill.  The  efl:ect  of  this  recommenda- 
tion would,  generally,  be  to  prevent  private  foundations  from  dealing  with  any 
substantial  contributor,  any  oflScer,  director,  or  trustee  of  the  foundation,  or  any 
party  related  to  them,  except  to  pay  reasonable  compensation  for  necessary 
services  and  to  make  incidental  purchases  of  supplies. 

B.  DELAY  IN  BENEFIT  TO  CHARITY 

The  tax  laws  grant  current  deductions  for  charitable  contributions  upon  the 
assumption  that  the  funds  will  benefit  the  public  welfare.  This  aim  can  be 
thwarted  when  the  benefits  are  too  long  delayed.     Typically,  contributions  to 
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a  foundation  are  retained  as  capital,  rather  than  distributed.  While  this  pro- 
cedure is  justified  by  the  advantages  which  private  foundations  can  bring  to 
our  society,  in  few  situations  is  there  justification  for  the  retention  of  income 
(except  long-term  capital  gains)  by  foundations  over  extended  periods.  Simi- 
larly, the  purposes  of  charity  are  not  well  served  when  a  foundation's  charitable 
disbursements  are  restricted  by  the  investment  of  its  funds  in  assets  which 
produce  little  or  no  current  income. 

Taking  note  of  the  disadvantages  to  charity  of  permitting  unrestricted  accu- 
mulations of  income,  Congress  in  1950  enacted  the  predecessor  of  section  504 
of  the  present  Internal  Revenue  Code,  which  denies  an  organization's  exemp- 
tion for  any  year  in  which  its  income  accumulations  are  (a)  "unreasonable" 
in  amount  or  duration  for  accomplishing  its  exempt  purposes,  (b)  used  to  a 
"substantial"  degree  for  other  purposes,  or  (c)  invested  in  a  way  which  "jeopar- 
dizes" the  achievement  of  its  chai-itable  objectives.'  The  indefiniteness  of  the 
section's  standards,  however,  has  rendered  this  provision  difficult  to  apply  and 
even  more  difficult  to  enforce.  Two  changes  in  the  law  are  needed  for  private 
foundations  which  do  not  carry  on  substantial  active  charitable  endeavors  of 
their  own. 

First,  such  private  foundations  should  be  required  to  devote  all  of  their  net 
income"  to  active  charitable  operations  (whether  conducted  by  themselves  or 
by  other  charitable  organizations)  on  a  reasonably  current  basis.  To  afford 
flexibility,  the  requirement  should  be  tempered  by  a  5-year  carryforward  pro- 
vision and  a  rule  permitting  accumulation  for  a  specified  reasonable  period  if 
their  purpose  is  clearly  designated  in  advance  and  accumulation  by  the  founda- 
tion is  necessary  to  that  purpose. 

Second,  in  the  case  of  nonoperating  private  foundations  which  minimize  their 
regular  income  by  concentrating  their  investments  in  low  yielding  assets,  an 
"income  equivalent"  formula  should  be  provided  to  place  tliem  on  a  parity  with 
foundations  having  more  diversified  portfolios.  This  result  can  be  accomplished 
by  requiring  that  they  disburse  an  amount  equal  either  to  actual  foundation  net 
income "  or  to  a  fixed  percentage  of  foundation  asset  value,  whichever  is  greater. 

C.  FOUNDATION  INVOLVEMENT   IN  BUSINESS 

Many  private  foundations  have  become  deeply  involved  in  the  active  conduct 
of  business  enterprises.  Ordinarily,  the  involvement  takes  the  form  of  owner- 
ship of  a  controlling  interest  in  one  or  more  corporations  which  operate  busi- 
nesses ;  occasionally,  a  foundation  owns  and  operates  a  business  directly.  Inter- 
ests which  do  not  constitute  control  may  nonetheless  be  of  sufficient  magnitude 
to  produce  involvement  in  the  alTairs  of  the  business. 

Serious  difficulties  result  from  foundation  commitment  to  business  endeavors. 
Regular  business  enterprises  may  suffer  serious  competitive  disadvantage.  More- 
over, opportunities  and  temptations  for  subtle  and  varied  forms  of  self -dealing- 
difficult  to  detect  and  impossible  completely  to  proscribe — proliferate.  Founda- 
tion management  may  be  drawn  from  concern  with  charitable  activities  to 
time-consuming  concentration  on  the  affairs  and  problems  of  the  commercial 
enterprise. 

For  these  reasons,  the  report  proposes  the  imposition  of  an  absolute  limit  upon 
the  participation  of  private  foundations  in  active  business,  whether  presently 
owned  or  subsequently  acquired.  This  recommendation  would  prohibit  a  founda- 
tion from  owning,  either  directly  or  through  stock  holdings,  20  percent  or  more 
of  a  business  unrelated  to  the  charitable  activities  of  the  foundation  (within 
the  meaning  of  sec.  513).  Foundations  would  be  granted  a  prescribed  reasonable 
period,  subject  to  extension,  in  which  to  reduce  their  present  or  subsequently 
acquired  business  interests  below  the  specified  maximum  limit. 

D.  FAMILY  USE  OF  FOUNDATIONS  TO  CONTROL  CORPORATE  AND  OTHER 

PROPERTY 

Donors  have  frequently  transferred  to  private  foundations  stock  of  corpora- 
tions over  which  the  donor  maintains  control.  The  resulting  relationships  among 
the  foundation,  corporation,  and  donor  have  serious  undesirable  consequences 


1  Section  681  imposes  similar  restrictions  upon  nonexempt  trusts  wtiich,  under  section 
642(c),  claim  charitable  deductions  in  excess  of  the  ordinary  percentage  limitations  on 
individuals'  deductible  contributions. 

*  Except  long-term  capital  gains. 
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whicli  require  correction.  Similar  problems  arise  when  a  donor  contributes  an 
interest  in  an  unincorporated  business,  or  an  undivided  interest  in  property,  in 
which  he  or  related  parties  continue  to  have  substantial  rights.  In  all  of  these 
situations,  there  is  substantial  likelihood  that  private  interests  will  be  preferred 
at  the  expense  of  charity.  Indeed,  each  of  the  three  major  abuses  discussed  thus 
far  may  be  presented  in  acute  form  here.  The  problems  here  are  sufficiently  in- 
tensified, complex,  and  possessed  of  novel  ramifications  to  require  a  special 
remedy. 

To  provide  such  a  remedy,  the  Treasury  Department  recommends  the  adoption 
of  legislation  which,  for  gifts  made  in  the  future,  would  recognize  that  the  trans- 
fer of  an  interest  in  a  family  cori>oration  or  other  controlled  property  lacks  the 
finality  which  should  characterize  a  deductible  charitable  contribution.  Under 
this  recommendation,  where  the  donor  and  related  parties  maintain  control  of 
a  business  or  other  property  after  the  contribution  of  an  interest  in  it  to  a  private 
foundation,  no  income  tax  deduction  would  be  permitted  for  the  gift  until  {a) 
the  foundation  disposes  of  the  contributed  asset,  (&)  the  foundation  devotes  the 
property  to  active  charitable  operations,  or  (c)  donor  control  over  the  business 
or  property  terminates.  Correlatively,  the  recommended  legislation  would  treat 
transfers  of  such  interests,  made  at  or  before  death,  as  incomplete  for  all  estate 
tax  purposes  unless  one  of  the  three  qualifying  events  occurs  within  a  specified 
period  (subject  to  limited  extension)  after  the  donor's  death.  For  the  purposes 
of  this  rule,  control  would  be  presumed  to  exist  if  the  donor  and  related  parties 
own  20  percent  of  the  voting  power  of  a  corporation  or  a  20-percent  interest  in 
an  unincorporated  business  or  other  proi>erty.  This  presumption  could  be  re- 
butted by  a  showing  that  a  particular  interest  does  not  constitute  control.  In 
determining  whether  or  not  the  donor  and  related  parties  possess  control,  in- 
terests held  by  the  foundation  would  be  attributed  to  them  until  all  of  their 
own  rights  in  the  business  or  other  underlying  property  cease. 

The  Treasury  Department  has  given  careful  consideration  to  a  modification  of 
this  proposal  which  would  postpone  the  donor's  deduction  only  where,  after  the 
contribution,  he  and  related  parties  control  the  business  or  other  underlying 
property  and,  in  addition,  exercise  substantial  influence  upon  the  foundation  to 
which  the  contribution  was  made.  Such  a  rule  would  permit  an  immediate  de- 
duction to  a  donor  who  transfers  controlled  property  to  a  foundation  over  which 
he  does  not  have  substantial  influence.  Analysis  of  this  modification  indicates 
that  it  possesses  both  advantages  and  disadvantages.  Congressional  evaluation 
of  the  matter,  hence,  will  require  careful  balancing  of  the  two. 

E.  FINANCIAL  TRANSACTIONS  UNRELATED  TO  CHARITABLE  FUNCTIONS 

Private  foundations  necessarily  engage  in  many  financial  transactions  con- 
nected with  the  investment  of  their  funds.  Experience  has,  however,  indicated 
that  unrestricted  foundation  participation  in  three  classes  of  financial  activities 
which  are  not  essential  to  charitable  operations  or  investment  programs  can 
produce  seriously  unfortunate  results. 

Some  foundations  have  borrowed  heavily  to  acquire  productive  assets.  In 
doing  so,  they  have  often  permitted  diversions  of  a  portion  of  the  benefit  of  their 
tax  exemptions  to  private  parties,  and  they  have  been  able  to  swell  their  holdings 
markedly  without  dependence  upon  contributors.  Certain  foundations  have 
made  loans  whose  fundamental  motivation  was  the  creation  of  unwarranted 
private  advantage.  The  borrowers,  however,  were  beyond  the  scope  of  reason- 
able and  administrable  prohibitions  on  foundation  self-dealing,  and  the  benefits 
accruing  to  the  foundation's  managers  or  donors  were  suflSciently  nebulous  and 
removed  from  the  loan  transactions  themselves  to  be  diflScult  to  discover,  iden- 
tify, and  prove.  Some  foundations  have  participated  in  active  trading  of 
securities  or  specTilative  practices. 

The  Treasury  Department  recommends  special  rules  to  deal  with  each  of 
these  three  classes  of  unrelated  financial  transactions.  First  it  proposes  that  all 
borrowing  by  private  foundations  for  investment  purposes  be  prohibited.* 
Second,  it  recommends  that  foundation  loans  be  confined  to  categories  which 
are  clearly  necessary,  safe,  and  appropriate  for  charitable  fiduciaries.  Third,  it 
proposes  that  foundations  be  prohibited  from  trading  activities  and  speculative 
practices. 


1  This  recommendation  would  not  prevent  foundations  from  borrowing  money  to  carry 
on  their  exempt  functions. 
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F.  BROADENING  OF  FOUNDATION  MANAGEMENT 

Present  law  imposes  no  limit  upon  the  period  of  time  during  which  a  donor  or 
his  family  may  exercise  substantial  influence  upon  the  affairs  of  a  private  founda- 
tion. While  close  donor  involvement  with  a  foundation  during  its  early  years 
can  provide  unique  direction  for  the  foundation's  activities  and  infuse  spirit  and 
enthusiasm  into  its  charitable  endeavors,  these  effects  tend  to  diminish  with 
the  passage  of  time,  and  are  likely  to  disappear  altogether  with  the  donor's 
death.  On  the  other  hand,  influence  by  a  donor  or  his  family  presents  oppor- 
timities  for  private  advantage  and  public  detriment  which  are  too  subtle  and 
refined  for  specific  prohibitions  to  prevent :  it  provides  no  assurance  that  the 
foundation  will  receive  objective  evaluation  by  private  parties  who  can  terminate 
the  organization  if.  after  a  reasonable  period  of  time,  it  has  not  proved  itself ;  and 
it  permits  the  development  of  narrowness  of  view  and  inflexibility  in  foundation 
management.  Consequently,  the  Treasury  Department  recommends  an  ap- 
proach which  would  broaden  the  base  of  foundation  management  after  the  first 
2.5  years  of  the  foundation's  life.  Under  this  proposal,  the  donor  and  related 
parties  would  not  be  permitted  to  constitute  more  than  2')  percent  of  the  founda- 
tion's governing  body  after  the  expiration  of  the  prescribed  period  of  time. 
Foundations  which  have  now  been  in  existence  for  2r»  years  would  be  permitted 
to  continue  subject  to  substantial  donor  influence  for  a  i^eriod  of  from  5  to  10 
years  from  the  present  time. 

III.  Additionai.  Problems 

Review  of  the  practice  of  private  foundations  and  their  contributors  discloses 
the  existence  of  several  problems  which  have  less  general  significance  than  those 
discussed  in  Part  II  of  the  report.  Part  III  of  the  report  draws  the  following 
conclusions  about  these  problems  : 

A.  Gifts  to  private  foundations  of  certain  classes  of  unproductive  property 
should  not  be  deductible  until  the  foundation  sells  the  proi>erty,  makes  it  pro- 
ductive, applies  it  to  a  charitable  activity,  or  transmits  it  to  a  charitable  organi- 
zation other  than  a  private  foundation. 

B.  Charitable  deductions  for  the  contribution  to  private  foundations  of  sec- 
tion 300  stock  (generally,  preferred  stock  of  a  corporation  whose  common  stock 
is  owned  by  the  donor)  and  other  assets  should  be  reduced  by  the  amount  of 
the  ordinary  income  which  the  donor  would  have  realized  if  he  had  sold  them. 

C.  Reforms  of  a  technical  nature  should  be  made  in  certain  estate  tax  pro- 
visions which  govern  tax  incidents  of  contributions  to  private  foundations. 

D.  A  sanction  less  severe  than  the  criminal  penalty  of  existing  law  should 
apply  for  the  failure  to  file  a  return  required  of  a  private  foundation. 

^:  t  *  *  *  *  * 

These  Treasury  Department  proposals  are  based  upon  a  recognition  that  pri- 
vate foundations  can  and  do  make  a  major  contribution  to  our  society.  The 
proposals  have  been  carefully  devised  to  eliminate  subordination  of  charitable 
interests  to  personal  interests,  to  stimulate  the  flow  of  foundation  funds  to  active, 
useful  programs,  and  to  focus  the  energies  of  foundation  fiduciaries  upon  their 
philanthropic  functions.  The  recommendations  seek  not  only  to  end  diversions, 
distractions,  and  abuses,  but  to  stimidate  and  foster  the  active  pursuit  of  charita- 
ble ends  which  the  tax  laws  seek  to  encourage.  Any  restraints  wliich  tlie  pro- 
posals may  impose  on  the  flow  of  funds  to  private  foundations  will  be  far  out- 
weighed by  the  benefits  which  will  accrue  to  charity  from  the  removal  of  abuses 
and  from  the  elimination  of  the  shadow  which  the  existence  of  abuse  now  casts 
upon  the  private  foundation  area. 


Exhibit  38. — Other  Treasury  testimony  published  in  hearings  before 
congressional  committees,  July  1,  1964-June  30,  1965 

Secretary  of  the  Treasury  Dillon 

Statement  on  the  tax  treatment  of  the  distribution  of  General  Motors  common 
stock  by  the  Christiana  Securities  Company,  published  in  hearings  before  the 
Senate  Finance  Committee,  89th  Congress,  1st  session,  March  17,  1965,  pages 
13-17. 
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International  Financial  and  Monetary  Developments 

Exhibit  39. — Excerpts  from  remarks  by  Secretary  of  the  Treasury  Dillon, 
February  17,  1965,  before  the  Government-Industrial  Conference  of  the  Na- 
tional Industrial  Conference  Board 

The  economic  weather  in  that  February  of  four  years  ago,  when  you  last  held 
a  Government-Industry  conference,  was  a  far  cry  from  the  balmy  economic 
climate  we  enjoy  today.  We  were  then  in  the  trough  of  a  recession,  and  our 
economic  problems  were  legion.  I  will  not  review  all  the  immense  advances  we 
have  since  made,  for  you  are  thoroughly  familiar  with  them.  Instead,  I  would 
like  to  talk  briefly  about  one  area  in  which,  while  we  have  made  material  prog- 
ress, we  must  now  move  ahead  even  more  quickly  and  decisively — our  balance  of 
payments. 

Last  week,  as  you  know,  President  Johnson  sent  to  the  Congress  a  special  Mes- 
sage, In  which  he  reasserted  in  unmistakable  terms  our  determination  to  end  our 
balanee-of-payments  deficit,  assessed  the  progress  we  have  already  made  and  the 
problems  that  confront  us,  and  proposed  additional  measures  to  speed  us  on  our 
way  toward  balance. 

We  need  these  new  measures,  as  the  President  has  made  emphatically  clear, 
not  because  our  advances  have  been  illusory  or  temporary  or  slight,  for  they  have 
been  sound  and  strong  and  lasting.  We  need  these  new  measures  because,  solid 
as  our  progress  has  been,  we  need  more  of  it  now,  not  tomorrow. 

Wlien  a  new  Administration  took  oflice  four  years  ago,  the  United  States  had 
just  experienced  its  third  successive  year  of  large  payments  deficits.  On  the 
basis  of  regular  transactions,  these  deficits  had  averaged  almost  $4  billion  a 
year  from  1958-60,  and  had  touched  off  an  increasing  loss  of  confidence  in  the 
dollar.  They  brought  with  them,  as  well,  an  accelerating  outflow  of  gold 
amounting  to  more  than  $5  billion  in  the  same  three-year  period,  an  outflow  that 
reached  a  climax  in  the  fall  of  1960,  when  speculators  pushed  the  price  of  gold 
in  London  up  to  $40  an  ounce. 

There  were  those  who  believed  then — as  there  are  those  who  believe  now — 
that  we  could  not  simultaneously  advance  our  economic  growth  at  home  and 
move  toward  balance  in  our  international  accounts.  The  only  sure  way,  they 
insisted,  to  restore  balance  to  our  international  payments  was  to  clamp  down 
severely  on  credit  at  home,  despite  the  harm  that  would  visit  upon  an  already 
ailing  economy.  To  promote  economic  expansion  at  home — and  adopt  credit 
policies  to  nourish  that  expansion — would,  they  warned,  invite  a  rising  tide  of 
imports  which  would  inevitably  aggravate  our  payments  deficits. 

That  view  might  well  have  been  correct  if  our  situation  had  been  the  classic 
one  in  which  domestic  inflation  and  over-consumption  foster  deficits  in  a  nation's 
international  accounts.  But  our  situation  was  entirely  different,  for  our  balance- 
of-payments  deficts  existed  side-by-side  w^ith  excessive  unemployment,  under- 
utilized manufacturing  capacity,  and  stable  price  levels.  We  had,  therefore,  to 
seek  greater  economic  growth  at  home,  and  to  seek  it  in  a  way  that  would 
advance,  rather  than  retard,  the  reduction  of  our  payments  deficit. 

We  were  convinced — and  events  have  more  than  upheld  our  conviction — that 
the  way  to  enduring  progress  in  our  balance  of  payments  was  through  sound 
and  strong  economic  growth,  accompanied  by  basic  price  stability.  For  only 
in  such  a  domestic  climate  could  we  achieve  the  gains  in  productivity  essential 
to  improving  our  international  competitive  position.  And  only  a  flourishing 
domestic  economy  would  prove  attractive  to  both  foreign  and  domestic  private 
investment. 

Obviously,  however,  we  could  not  rely  on  domestic  expansion  alone,  for 
although  it  held  the  long-range  answer  to  our  payments  problem,  it  could  not 
solve  the  problem  immediately  before  us.  It  was  imperative  that,  as  we  moved 
toward  balance  over  the  long  run,  we  also  make  prompt  and  substantial  reduc- 
tions in  our  payments  deficit.  It  is  in  this  area  that  our  performance  has  been 
disappointing  and  must  be  improved. 

Even  though  much  more  remains  to  be  done,  there  has  been  much  solid  progress 
during  the  past  four  years.  We  set  in  motion  a  broad  array  of  special  measures 
designed  to  attack  directly  every  major  area  of  weakness  in  our  international 
accounts.    We  adapted  our  monetary  policy  to  the  dual  needs  of  external  balance 
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and  domestic  growth — raising  short-term  interest  rates  by  nearly  1%  percent,  a 
75  percent  increase — to  keep  them  reasonably  on  a  par  with  those  abroad.  And 
this  policy  is  being  continued.  At  the  same  time  ample  amounts  of  long-term 
credit  were  made  available  for  domestic  growth.  We  took  vigorous  steps  to 
encourage  exports,  instituting  an  entirely  new  system  of  export  credit  guaran- 
tees. We  drastically  reduced  the  adverse  payments  impact  of  Government  out- 
lays overseas.  We  eliminated  the  attraction  of  foreign  tax  havens  for  our 
private  capital,  and  we  reduced  the  special  exemptions  given  tourists  to  make 
duty  free  purchases  abroad. 

Over  the  past  four  years,  our  commercial  exports — excluding  those  financed 
by  the  Government — have  grown  by  more  than  one-fourth,  boosting  our  com- 
mercial trade  surplus  to  a  new  high  of  $3.7  billion :  $900  million  more  than  in 
19C0  and  $1.5  billion  more  than  in  1963.  By  a  drastic  policy  of  tying  foreign  aid 
expenditures  to  U.S.  goods  and  services,  we  have  saved  almost  $500  million. 
We  have  cut  military  outlays  abroad  by  more  than  $200  million — despite  sharply 
rising  prices  in  the  countries  where  our  forces  are  stationed — and  we  have 
increased  military  sales  abroad  through  the  Defense  Dei^artment  by  another 
$450  million.  In  addition,  our  earnings  from  past  private  investments  abroad 
have  gone  up  by  nearly  $1.9  billion. 

Together,  these  gains  add  up  to  about  $3.9  billion  worth  of  solid  improvement 
in  our  underlying  balance-of-payments  position,  enough,  all  else  aside,  to  have 
brought  our  payments  into  actual  balance  last  year.  Our  problems  today  arise 
from  the  fact  that  the  full  force  of  these  gains  has,  thus  far,  been  largely 
neutralized  by  a  $2.5  billion  boost  in  private  capital  outflows  since  1960,  $2  billion 
of  which  happened  last  yeai*. 

The  interest  equalization  tax  proved  highly  successful  by  holding  purchases 
of  foreign  securities  last  year  to  the  1960  level,  $400  million  less  than  during 
1963.  But,  the  expansion  of  long-term  bank  loans  abroad  last  year  amounted 
to  over  $900  million,  $800  million  above  1900  and  $400  million  above  1963.  Short- 
term  capital  outflows  in  the  form  of  bank  credits  and  corporate  funds  rose  to 
$2.2  billion,  more  than  $800  million  higher  than  the  1960  level,  and  $1.4  billion 
higher  than  the  1963  level  despite  the  fact  that  our  money  market  rates  remained 
generally  in  line  with  those  abroad.  And  direct  investment  abroad  by  American 
companies,  for  the  most  part  in  Canada  and  Europe,  exceeded  the  1960  rate  by 
almost  $500  million  and  the  1963  rate  by  about  $250  million.  A  rise  of  $300 
million  in  other  long-term  capital  outflows  makes  up  the  total  $2.5  billion 
increase. 

Alongside  these  swelling  capital  outflows,  American  travel  and  tourist  spend- 
ing abroad  last  year  was  $600  million  higher  than  in  1960 :  three  times  the 
corresponding  rise  in  foreign  travel  outlays  in  this  country.  Our  travel  deficit 
grew  by  $400  million  and  last  year  stood  at  $1.7  billion. 

As  a  result  of  all  these  factors,  we  had  a  balance-of-payments  deficit  last 
year — in  terms  of  regular  transactions — of  $3  billion,  an  improvement  of  only 
$900  million  over  1960.  To  be  sure,  half  of  last  year's  $3  billion  deficit  occurred 
in  the  fourth  quarter  alone,  and  some  of  the  deterioration  in  the  fourth  quarter 
resulted  from  temporary  factors.  But  when  all  this  is  said,  there  is  no  gainsay- 
ing the  fact  that  our  deficit  is  still  far  too  large,  that  we  cannot  continue  to 
sustain  such  deficits,  and  that  the  data  for  the  fourth  quarter  reveal  weaknesses 
in  our  payments  posture  that  must  be  remedied  without  delay.  We  must  act, 
and  act  now,  when  we  can  do  so  from  a  position  of  strength. 

And  let  no  one  doubt  the  strength  of  the  dollar  today  in  all  markets  of  the 
world,  a  strength  supported  by  hard  facts.  For  while  we  have  suffered  gold 
losses,  we  have  curtailed  these  losses  in  recent  years.  We  still  hold  35  percent 
of  the  entire  free  world  monetary  stock  of  gold.  Leaving  aside  the  $22  billion 
of  U.S.  Government  claims  on  foreigners,  our  private  investments  abroad  by 
themselves  exceed  the  total  of  ail  foreign  investment  plus  all  foreign  dollar 
holdings  both  public  and  private  by  more  than  $15  billion.  And  that  margin 
has  been  widening  every  year.  Our  international  balance  sheet  grows  stronger 
year  by  year.  And  our  ability  to  compete  in  world  markets  remains  beyond 
question,  our  commercial  trade  surplus  is  far  and  away  the  world's  largest. 
Last  year  it  was  more  than  twice  the  size  of  West  Germany's,  the  next  largest. 

Backed  by  such  solid  elements  of  strength^  we  need  have  no  fears  for  the 
security  of  the  dollar,  as  long  as  we  demonstrate  by  our  deeds  that  we  are 
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determiued  to  bring  our  balance-of-payments  deficit  to  an  end.  We  must  end 
the  growth  of  our  short-term  international  liabilities.  It  is  no  longer  good 
enough  merely  to  offset  the  growth  of  these  liabilities  by  an  even  larger  growth 
of  long-term  assets.  When  we  talk  of  substantial  improvement  in  1965,  I  want 
to  make  it  amply  clear  that  we  are  not  thinking  of  a  few  hundred  million 
dollars.  Even  a  full  billion  dollar  improvement  would  not  meet  our  needs.  We 
can  and  must  do  considerably  more. 

It  is  for  that  reason  that  President  Johnson  proposed  last  week  a  10-point  pro- 
gram to  reinforce  the  measures  already  underway.  Most  of  you,  I  am  sure,  are 
by  now  familiar  with  the  President's  proposals.  They  feature  a  massive,  many- 
sided  attack  by  all  sec4ors  of  the  American  economy  upon  the  swelling  capital 
outflows  that,  more  than  any  other  single  factor,  have  inflated  our  recent  in- 
ternational deficits.  They  call  upon  the  American  businessman,  upon  the  Amer- 
ican banker,  and  upon  all  Americans  to  join  in  a  truly  national  effort  to  stem 
the  outpouring  of  dollars  abroad. 

The  President  has  asked  Congress  to  extend  for  two  years  the  interest  equaliza- 
tion tax  on  purchases  by  Americans  of  foreign  securities,  a  tax  scheduled  to 
expire  at  the  end  of  this  year.  That  tax  has  proven  a  highly  effective  rein  upon 
such  purchases  since  legislation  was  submitted  to  Congress  in  July  of  1963. 
Moreover,  it  has  shown  itself  a  strong  catalyst  to  the  growth  of  European  capital 
markets,  which  are  essential  for  the  adequate  fliiancing  of  economic  growth  in 
the  free  world  in  the  years  that  lie  ahead. 

But  it  is  now  clear  that  outflows  stemmed  by  the  interest  equalization  tax 
have  all  too  frequently  found  other  channels  abroad.  Last  year,  for  example, 
American  bank  loans  with  maturities  of  over  one  year  to  foreign  borrowers  in 
developed  countries  rose  by  more  than  $650  million,  in  contrast  to  a  peak  annual 
increase  of  $122  million  for  the  years  before  the  interest  equalization  tax 
was  proposed. 

A  careful  analysis  of  these  outflows  shows  that  a  large  and  growing  portion 
of  recent  loans  are  deflnite  substitutes  for  new  security  issues.  It  is  significant, 
also,  that  of  the  new  term  loan  commitments  to  industrial  countries  last  year, 
only  15  percent  financed  U.S.  exports,  w^hile  28  percent  went  for  plant 
expansion. 

Thus  the  President,  under  authority  granted  by  the  interest  equalization  tax 
law,  has  issued  an  Executive  Order,  effective  last  Thursday,  February  11,  im- 
posing the  tax  on  bank  loans  to  foreigners  with  maturities  of  one  year  or  more, 
with  exemptions  for  borrowers  in  developing  countries.  I  shoukl  make  clear 
that  the  current  exemption  under  the  interest  equalization  tax  law  will  continue 
to  be  granted  to  aU  export-connected  loans  of  banks,  thus  assuring  the  banks' 
ability  to  support  the  efforts  of  American  business  to  compete  more  eftectively 
abroad. 

But  the  heart  of  the  new  program  lies  not  in  new  legislation,  but  rather  in  the 
President's  action  to  enlist  the  voluntary  but  active  cooperation  of  the  business 
and  banking  community  with  the  Government  in  cutting  back  sharply  on  the 
increasing  outflow  of  dollars  abroad.  It  is  to  this  cooperative  effort  that  we 
look  for  the  greatest  savings.  We  are  convinced  that  American  business  will 
rise  to  the  challenge.    Failure  is  unthinkable. 

The  Government,  will  intensify  its  already  effective  efforts  to  stanch  the  dollar 
drain  from  our  economic  aid  and  military  commitments  abroad.  At  least  $200 
million  of  additional  savings  are  in  sight  in  this  area. 

And,  finally,  the  President  has  set  forth  several  other  important  measures  to 
heighten  the  effectiveness  of  our  export  expansion  program,  to  encourage  foreign 
investment  in  U.S.  securities,  to  foster  greater  foreign  travel  in  this  country, 
and  to  cut  the  outfiow  of  our  tourist  and  travel  dollars  abroad. 

What  distinguishes  all  these  measures — and  the  President's  message — is  the 
degree  to  which  their  success  depends  upon  the  voluntary  cooperation  and  sup- 
port of  American  business  and  the  American  public.  The  President  has  set  forth, 
for  all  to  understand,  the  challenge  that  confronts  us,  and  he  has  set  forth  the 
steps  that  we  must  take  to  meet  that  challenge.  He  has  issued  a  call  to  arms  to 
all  Americans,  and  upon  their  response  rests  the  solution  to  a  stubborn,  difficult, 
and  important  problem. 
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Exhibit  40. — Statement  by  Secretary  of  the  Treasury  Dillon,  March  9,  1965, 
before  the  Subcommittee  on  International  Finance  of  the  Senate  Banking  and 
Currency  Committee 

At  the  outset  of  these  hearings,  it  may  be  useful  if  I  review  in  a  general  way 
the  problems  that  we  have  faced  and  the  policies  that  we  have  followed  in  dealing 
with  the  balance-of-payments  deficit,  before  describing  briefly  the  Administra- 
tion's new  program.  Other  witnesses  will  be  commenting  in  greater  detail  upon 
those  aspects  of  the  President's  10-point  program  for  which  they  have  specific 
responsibility.  For  my  own  part,  I  will  aim  at  an  overall  view  of  the  progress 
that  we  have  made  to  date  and  the  tasks  that  still  lie  ahead  of  us. 

Certainly,  thei-e  is  a  clear  need  to  achieve  prompt  and  decisive  reductions  in 
our  balance-of-payments  deficit.  That  deficit  has  been  with  us  for  too  long  and 
it  remains  far  too  large.  International  trade  today  rests  on  the  foundation  of  a 
soimd  dollar  which  is  essential  to  the  continued  growth  and  stability  of  the 
entire  free  world.  And  the  maintenance  of  a  sound  dollar  now  demands  a  quick 
end  to  our  payments  deficit. 

Last  .year,  a  swelling  tide  of  private  capital  outflows  .joined  with  other,  more 
special,  factors  in  carrying  our  deficit  on  regular  transactions  to  a  fourth-quarter 
annual  rate  of  $5.8  billion.  Because  of  the  very  real  progress  we  had  been 
making  in  most  areas  of  our  accounts,  the  deficit  on  regular  transactions  for  the 
full  year  1964  was  held  to  about  $3  billion,  the  smallest  deficit  on  a  comparable 
basis  since  19.57.  But  that  is  not  nearly  good  enough.  We  must  fully  implement 
President  Johnson's  10-point  program  to  assure  the  rapid  and  substantial  im- 
provement that  is  required. 

Basic  approach  to  the  balance-of-payments  problem 

Our  underlying  approach  to  the  payments  deficit  has  been,  from  the  start,  to 
seek  a  solution  within  the  framework  of  a  more  vigorous  domestic  economy, 
operating  closer  to  its  full  potential  and  offering  improved  incentives  for 
investment.  Our  international  competitive  position  had  deteriorated  by  the 
late  1950's  because  of  an  inadequate  rate  of  new  cost-cutting  investment  coupled 
with  an  upward  trend  in  certain  key  prices  that  had  persisted  throughout  the 
decade.  Moreover,  the  slow  growth  of  our  economy  was  enhancing  the  relative 
attractiveness  of  foreign  investment.  As  a  result,  the  years  1958-60  saw  three 
successive  balance-of-payments  deficits  that,  on  the  basis  of  regular  transactions, 
averaged  close  to  .$3.9  billion  annually. 

These  large  payments  deficits  certainly  could  not  be  attributed  to  an  over- 
strained economy.  In  early  1961,  we  were  faced  with  excessive  unemployment, 
underutilized  manufacturing  capacity,  and  a  very  low  rate  of  economic  growth, 
all  of  which  had  to  be  corrected.  We  could  not  seek  a  deflationary  solution  to 
our  balance-of-payments  problem  by  clamping  down  tightly  on  money  and  credit. 
Quite  the  opposite,  it  was  essential  to  spur  more  rapid  growth  at  home,  while 
finding  the  solution  to  our  external  problems  in  the  rising  productivity  and  im- 
proved climate  for  domestic  investment  that  this  growth  would  bring.  This  was 
a  new  and  unique  kind  of  balance-of-payments  problem.  Because  the  standard 
remedies  were  inapplicable,  a  new  course  had  to  be  charted. 

To  achieve  more  rapid  economic  growth  within  a  framework  of  stable  costs 
and  prices,  basic  reliance  was  placed  upon  tax  reduction  and  investment  in- 
centives. Similar  results  might,  in  theory,  have  been  sought  through  a  very 
active  use  of  monetary  policy.  But,  an  extremely  easy  monetary  policy  would 
only  have  worsened  the  problem  of  capital  outflows,  and  so  was  necessarily  ruled 
out,  in  spite  of  the  slack  in  our  domestic  economy. 

Our  overall  financial  effort — in  both  the  monetary  and  debt  management 
areas — has  continually  aimed  at  maintaining  our  short-term  interest  rates  in 
reasonable  alignment  with  key  rates  in  foreign  money  markets.  At  the  same 
time,  growing  prosperity  has  added  to  the  large  flows  of  savings  moving  into 
our  capital  markets,  and  the  long-term  interest  rates  important  for  domestic 
investment  and  residential  construction  have  remained  stable  or  even  declined. 

We  felt,  and  continue  to  feel,  that  a  more  productive  domestic  economy  is  an 
essential  element  in  any  long-range  solution  to  our  payments  problem.  How- 
ever, in  early  1961.  it  was  imperative  to  seek  immediate  and  substantial  reduc- 
tions in  the  payments  deficit,  because  the  longer  run  correctives  could  not  be 
expected  to  yield  their  benefits  at  once.     Therefore,  we  undertook  a  broad  array 
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of  special  measures  designed  to  attack  directly  tlie  major  areas  of  weakness  in 
our  international  accounts. 

A  series  of  14  tables,  showing  our  progress  since  1960  and  illustrating  various 
other  aspects  of  our  balance  of  payments,  is  attached  as  Annex  I  of  this 
statement.^ 

Special  measures  to  achieve  payments  gains 

We  toolc  vigorous  steps  to  encourage  exports,  including  both  an  entirely  new 
system  of  export  credit  guarantees  and  vastly  improved  Government  information 
and  promotion  services  for  exporters.  We  drastically  reduced  the  adverse 
payments  impact  of  Government  outlays  overseas.  We  eliminated  the  attraction 
of  foreign  tax  havens  for  our  private  capital,  and,  in  mid-1963,  we  proposed  the 
interest  equalization  tax  which  increased  the  cost  to  other  industrialized  coun- 
tries of  raising  funds  in  our  markets  through  the  sale  of  securities. 

All  of  these  measures  have  demonstrated  their  effectiveness.  Since  1960,  our 
commercial  exports  have  grown  by  more  than  one-fourth.  While  special  factors 
have  helped,  much  of  the  improvement  is  attributable  to  our  very  impressive 
record  of  cost-price  stability  while  foreign  costs  and  prices  were  steadily  rising. 
In  1964  alone,  our  commercial  exports  increased  by  $3.0  billion,  or  15  percent. 
This  was  enough  to  more  than  off.set  the  increase  in  imports  which  naturally 
accompanied  our  expanding  economy.  It  gave  us  a  commercial  trade  surjilus  in 
1964,  omitting  all  Government  financed  transactions,  of  .$3.7  billion ;  over  $900 
million  more  than  in  1960  and  $1.4  billion  more  than  in  1963. 

In  our  aid  program,  we  have  adopted  a  rigorous  policy  of  tying  our  assistance, 
and  over  85  percent  of  new  AID  commitments  are  now  tied  to  U.S.  goods  and 
services.  As  a  result  of  this  policy,  the  adverse  effect  of  AID  expenditures  on 
the  balance  of  payments  has  been  cut  in  half  since  1960.  In  1960,  out  of  gross 
expenditures  of  $1.7  billion  under  the  Foreign  Assistance  Act,  over  $1  billion 
resulted  in  dollar  payments  abroad ;  in  1964,  out  of  gross  expenditures  of  $2 
billion,  dollar  payments  abroad  were  down  to  about  $500  million. 

The  cost  of  maintaining  our  military  posture  abroad  of  course  involves  a 
major  drain  in  our  balance  of  payments.  The  task  both  Presidents  Kennedy 
and  Johnson  set  was  to  get  this  drain  down  to  an  irreducible  minimum.  Three 
principal  methods  have  been  used  to  do  this  :  streamlining  and  adjusting  overseas 
operations  with  savings  in  both  military  and  civilian  manpower,  returning  pro- 
curement to  the  United  States,  and  making  offsetting  sales  of  U.S.  military 
equipment. 

By  streamlining  operations  and  cutting  procurement,  the  Department  of  De- 
fense expects  to  come  close  to  achieving  President  Kennedy's  objective,  set  in 
July  of  1963,  of  trimming  gross  defense  expenditures  abroad  by  $300  million 
between  1902  and  1965.  This  will  be  the  case  even  though  sharply  rising  prices 
abroad  have  canceled  out  a  goodly  portion  of  the  savings  that  have  been 
effected.  Because  of  savings  in  the  overseas  procurement  of  uranium,  overall 
defense  expenditures  in  1964  were  nearly  $2.'>0  million  lower  than  in  1960  and 
should  go  lower  still  this  year  as  a  result  of  economies  already  effected. 

It  is  in  the  third  area  of  action,  military  sales  to  other  countries,  where  the 
most  impressive  results  in  dollar  terms  have  been  achieved.  Beginning  in  1961, 
with  the  views  of  Congress  very  much  in  mind,  military  assistance  programs 
were  increasingly  shifted  from  grant  aid  to  sales,  and  financed  at  market  interest 
rates  instead  of  zero  percent.  The  Departments  of  Treasury  and  Defense  under- 
took a  major  effort  to  maximize  sales  of  U.S.  military  equipment.  As  a  result, 
the  export  efforts  of  the  American  defense  industry  have  been  greatly  strength- 
ened. Our  Export-Import  Bank  has  cooperated  in  this  new  field ;  private  banks 
are  becoming  interested ;  and,  last  year,  the  Congress  wisely  authorized  the 
Department  of  Defense  to  issue  guarantees  under  which  many  additional  nations 
are  able  to  finance  military  purchases  in  the  United  States. 

The  results  of  this  program  have  been  striking.  Cash  receipts  from  sales  of 
military  equipment  rose  from  approximately  $300  million  in  1960  to  over  $1  billion 
during  each  of  the  years  1962,  1963,  and  1964.  An  outstanding  example  of 
cooperation  by  an  allied  government  is  the  agreement  of  the  Federal  Republic  of 
Germany  to  buy  military  equipment  from  the  United  States  in  amounts  equiva- 
lent to  U.S.  military  dollar  expenditures  in  Germany  affecting  the  balance  of 
payments.    Recent  examples  of  major  military  sales  are  the  arrangements  with 

1  Omitted  from  this  exhibit ;  for  document  reference  see  note  at  end  of  this  statement. 
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tbe  United  Kingdom  and  Australia  for  purchases  of  U.S.  military  equipment 
totaling  about  $1  billion. 

The  net  effect  of  these  various  programs  has  been  to  reduce  our  actual  net 
defense  dollar  outlays  abroad  from  over  $2.7  billion  in  19G0  to  a  little  over  .$1.6 
billion  in  1964,  a  most  gratifying  result.  The  outstanding  success  of  this  elfort 
has  not  been  fully  appreciated,  since,  on  a  regular  transactions  basis  as  shown 
in  our  official  balance-of-payments  statistics,  the  1964  figure  for  net  defense 
expenditures  was  just  over  $2  billion.  This  difference  between  the  actual  results 
of  our  efforts  in  the  defense  area  and  our  official  statistics  arises  for  two  reasons. 
First,  because  military  sales  are  recorded  in  our  balance  of  payments  on  a  de- 
livery basis  with  no  credit  for  progress  payments  actually  received  ;  and,  second, 
because  such  of  our  sales  of  military  equipment  as  pass  through  commercial 
channels  are  included  in  our  commercial  export  figures  rather  than  in  the 
military  accounts. 

Progress  since  1960  and  the  capital  outflow  problem 

The  extent  of  our  overall  progress  and  the  problems  we  still  face  can  be  high- 
lighted by  comparing  last  year's  balance-of-payments  results  with  those  of  1960, 
as  shown  in  Table  4  of  Annex  I.^  Last  year  our  commercial  trade  balance  had 
improved  $900  million  relative  to  1960  and  cuts  in  Government  overseas  dollar 
expenditures,  military  and  nonmilitary,  of  $1.1  billion  had  been  achieved.  Along 
with  an  increase  of  $1.5  billion  in  our  net  receipts  of  private  investment  income, 
the  full  improvement  relative  to  1960  added  up  to  a  massive  $3.5  billion. 

This  would  have  been  enough,  all  else  aside,  to  have  brought  our  payments 
close  to  balance  last  year.  But,  over  the  same  period  of  time,  the  outflow  of  pri- 
vate capital  rose  by  $2.3  billion,  with  $1.9  billion  of  this  increase  occurring  in 
1964  alone,  when  the  total  outflow  of  U.S.  private  capital  soared  to  well  over  $6 
billion. 

This  marked  a  return  to  private  capital  outflows  matching  the  scale  of  the 
second  quarter  of  1963,  when  the  outpouring  of  funds  was  iJarticularly  heavy 
in  the  long-term  portfolio  capital  area.  Therefore,  the  interest  equalization  tax 
was  proposed  in  mid-July  of  1963  with  highly  successful  results.  In  1964,  net 
sales  of  foreign  securities  to  Americans  were  less  than  $700  million,  one-third 
the  rate  in  the  six  months  prior  to  the  interest  equalization  tax  and  virtually  the 
same  as  the  outflow  four  years  ago. 

But.  in  areas  uncovered  by  the  interest  equalization  tax,  capital  outflows  in 
1964  were  inordinately  large.  The  expansion  of  long-term  bank  loans  last  year 
amounted  to  more  than  $900  million,  almost  $800  million  above  I960  and  about 
$300  million  above  1963.  At  the  same  time,  short-term  bank  credits  rose  by  $1.5 
billion  in  1964,  $500  million  more  than  in  1960,  and  $750  million  more  than  in 
1963.  In  1964,  other  short-term  capital  outflows,  much  of  which  represent  tempo- 
rary investment  of  corporate  funds,  were  $200  million  more  than  in  1960  and 
$500  million  above  1963,  despite  our  relatively  successful  efforts  to  keep  our 
domestic  money  market  .rates  in  line  with  those  abroad. 

Direct  investment  abroad  by  American  companies — for  the  most  part  in 
Canada  and  Europe— rose  to  $2.2  billion  and  exceeded  the  1960  rate  by  more 
than  $500  million  and  the  1963  rate  by  more  than  $300  million.  A  rise  of  about 
$300  million  in  other  long-term  capital  outflows  over  the  level  of  1960  accounts 
for  the  remainder  of  the  increase  of  $2.3  billion  that  has  done  so  much  to  thwart 
our  eft'orts  to  achieve  balance. 

There  have  been  many  signs  of  a  further  step-up  in  the  already  rapid  pace  of 
U.S.  corporate  investment  in  Europe.  In  the  past  four  years,  it  is  reported  that 
there  have  been  2,500  new  ventures  in  Europe  by  U.S.  firms.  Increasingly  large 
sums  have  been  spent  as  U.S.  firms  have  bought  into  existing  European  enter- 
prises. There  is  no  question  that  U.S.  investment  in  Europe  is  highly  desirable, 
and  we  welcome  a  return  flow  of  European  investment  here.  But,  the  question 
necessarily  arises  as  to  how  rapid  a  pace  of  new  foreign  investment  we  can 
afford  at  a  time  when  our  overall  payments  gap  is  so  large. 

Alongside  these  swelling  capital  outflows,  American  travel  and  tourist  spending 
abroad  last  year  was  about  $600  million  higher  than  in  1960,  2^^  times  the 
corresponding  rise  in  foreign  travel  outlays  in  this  country.  Thus,  our  travel 
deficit  has  grown  by  $350  million  since  1960  and  last  year  stood  at  over  $1.6 
billion. 


1  Omitted  from  this  exhibit ;  for  document  reference  see  note  at  end  of  this  statement. 
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As  a  xesult  of  all  these  factors,  our  balance-of -payments  deficit  last  year— in 
terms  of  regular  transactions — was  $3  billion,  an  improvement  of  only  $9€0 
million  over  1960.    We  must  do  much  better. 

Deficits  and  foreign  dollar  holdings 

We  fully  recognize  that  the  private  capital  outflows  that  today  are  preventing 
the  achievement  of  balance  will  eventually  come  back  to  us  in  the  form  of 
dividends,  interest,  and  loan  repayments.  But  the  need  is  to  bring  our  accounts 
into  balance  now,  not  at  some  indeterminate  time  in  the  distant  future.  To  insure 
success,  all  areas  of  our  payments  must  make  their  contribution.  Consequently, 
to  complement  our  success  in  improving  other  areas  of  our  payments,  we  must 
now  hold  our  outflows  of  private  capital  to  levels  that  are  consistent  with  the 
early  achievement  of  equilibrium.  Clearly,  capital  outflows  surged  well  beyond 
those  levels  last  year. 

But  while  we  must  moderate  our  private  capital  outflow  in  view  of  the  para- 
mount national  interest  in  achieving  early  equilibrium  in  our  international  pay- 
ments, we  must  not  forget  that  these  outflows  acquix-e  valuable  assets.  Our  net 
international  creditor  position  is  extremely  large.  Leaving  aside  all  U.S.  Gov- 
ernment claims  on  foreigners,  our  private  investments  abroad,  by  themselves, 
exceed  the  total  of  foreign  investment  in  the  United  States  plus  all  other  liabil- 
ities to  foreigners  by  some  $18  billion,  and  this  figure  is  growing  larger  every 
year.  This  strong  financial  position  is  buttressed  by  our  impressive  ability  to 
compete  in  world  markets.  Our  commercial  trade  surplus  is  far  and  away  the 
world's  largest.  Last  year  it  was  more  than  twice  the  size  of  West  Germany's, 
the  next  largest. 

Building  on  these  solid  elements  of  strength,  there  is  ample  justification  for 
confidence  in  the  future  of  the  dollar.  But  the  time  has  come  when  we  must 
bring  our  balauce-of-payments  deficit  to  an  early  end  and  curtail  the  constant 
buildup  of  short-term  liquid  liabilities  to  foreigners.  Of  our  total  liabilities,  the 
International  Monetary  Fund  holds  approximately  $3  billion  received  in  con- 
nection with  the  U.S.  subscription  to  that  institution,  and  these  dollars  do  not  of 
course  represent  a  claim  on  our  gold  stock.  Omitting  the  IMF  holdings,  foreign 
dollar  holdings  now  amount  to  about  $28  billion,  roughly  half  of  which  is  held  by 
foreign  governments  and  central  banks  and  thus  represents  a  direct  claim  upon 
our  gold  stock ;  the  other  half  is  held  by  private  foreign  banks,  businesses,  indi- 
viduals, and  nonmonetary  international  institutions. 

Indeed,  more  than  half  of  last  year's  $3.0  billion  deficit  was  financed  by  an  in- 
crease in  private  holdings  of  dollars,  acquired  voluntarily  for  commercial  and 
other  purposes.  But,  as  our  balance-of-payments  deficit  is  now  calculated,  it 
makes  no  difference  whether  the  increase  in  liquid  dollar  claims  is  held  by 
foreign  ofiicial  institutions  or  by  private  holders  and  nonmonetary  international 
institutions.  If  private  dollar  holdings  were  not  counted  as  part  of  the  balance- 
of-payments  deficit  but  rather  as  a  capital  inflow — a  method  which  parallels  the 
course  followed  by  other  major  countries — our  balance  of  payments  last  year 
would  have  shown  a  deflcit  of  only  $1.3  billion,  a  $1  billion  improvement  over  the 
1963  deflcit  calculated  on  the  same  basis,  as  shown  in  Table  14  of  Annex  I.^ 

But,  whatever  way  we  calculate  our  deflcit,  further  action  is  clearly  required 
to  speed  up  our  progress  toward  equilibrium.  Only  by  demonstrating  that  we 
are  moving  decisively  in  this  direction  can  we  insure  that  foreigners  will  con- 
tinue to  be  willing  to  hold  their  large  dollar  balances. 

In  addition,  we  can  and  should  encourage  the  continued  investment  of  foreign 
officials  funds  in  this  country  by  extending  the  exemption  from  regulatory  ceil- 
ings of  the  interest  rates  that  our  commercial  banks  can  pay  on  time  deposits  of 
foreign  governments  and  monetary  authorities  and  certain  international  institu- 
tions. This  exemption,  originally  enacted  in  October  1962,  has  proved  its  value 
in  reducing  calls  on  our  gold  stock.  As  matters  stand,  our  banks  have  no 
authority  to  pay  higher  rates  beyond  next  October.  I  urge  approval  of  legisla- 
tion to  continue  this  exemption  when,  in  due  course,  the  matter  is  considered  by 
your  committee. 

President  Johnson's  10-point  program 

The  pressing  need  at  this  time  is  to  proceed  promptly  with  the  elimination  of 
our  deflcit.     Therefore,  the  President  has  called  upon  the  American  business- 


1  Omitted  from  this  exhibit ;  for  document  reference  see  note  at  end  of  this  statement. 
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man,  upon  the  American  banker,  and  indeed  upon  all  Americans  to  join  in  a  truly 
national  effort  to  stem  the  outpouring  of  dollars  abroad. 

The  President's  program  calls  for  a  redoubling  of  our  efforts  to  cut  Govern- 
ment expenditures  abroad  and  to  expand  exports.  To  narrow  the  tourist  deficit, 
legislation  is  being  requested  to  further  limit  the  duty  exemption  for  American 
tourists.  Americans,  as  well  as  foreigners,  are  being  encouraged  to  travel  more 
in  this  country.  In  order  to  draw  more  investment  from  abroad,  the  President 
has  requested  new  tax  legislation  to  remove  barriers  to  foreign  investment  in 
U.S.  corporate  securities. 

The  President  has  imposed  the  interest  equalization  tax  on  banlv  loans  of  one 
year  or  more  under  the  authority  of  the  Gore  Amendment  and  is  requesting  legis- 
lation to  extend  the  interest  equalization  tax  through  1967,  and  to  broaden  its 
coverage  to  nonbank  credit  of  one-  to  three-year  maturity. 

But  the  most  significant  element  of  the  new  program  is  not  new  legislation, 
important  as  that  is,  but  rather  the  President's  action  to  enlist  the  voluntary  but 
vigorous  cooperation  of  the  business  and  banking  community  in  cutting  back 
sharply  on  the  increasing  outflow  of  dollars  abroad.  It  is  to  this  cooperative 
effort  that  we  look  for  the  greatest  savings  and  the  quickest  results. 

A  week  after  the  President's  Balance-of-Payments  Message  was  sent  to  the 
Congress,  the  President,  together  with  Secretary  Connor,  Chairman  Martin,  and 
I,  described  our  balance-of -payments  situation  to  a  group  of  distinguished  busi- 
ness and  financial  leaders  and  outlined  the  nature  of  this  voluntary  program. 
I  am  sure  they  will  respond  to  the  challenge  quickly  and  effectively. 

The  banks  are  being  asked  to  hold  their  1965  increase  in  foreign  credits  out- 
standing to  .">  percent  of  the  end-of-1964  level.  A  set  of  14  guidelines,  developed 
by  the  Board  of  Governors  of  the  Federal  Reserve  System  and  published  yester- 
day, sets  forth  procedures  for  implementing  this  program.  These  guidelines 
are  designed  so  as  to  assure  that  needs  for  export  credits  and  loans  to  less-de- 
veloped countries  will  be  met.  This  means  that,  over  the  coming  months,  bank 
loans  to  Western  Europe  will  have  to  be  reduced  substantially.  Within  these 
general  guidelines,  it  has  been  left  up  to  each  bank  to  decide  how  to  direct  its 
own  activities. 

Concrete  evidence  of  the  prompt  cooperation  of  the  banks  is  revealed  in  the 
data  we  received  on  their  new  commitments  for  loans  of  one  year  or  more. 
These  commitments  to  borrowers  in  developed  countries  totaled  over  $1.0  billion 
in  the  full  year  1964.  And,  this  year,  in  the  period  prior  to  the  President's  Mes- 
sage on  February  10,  commitments  to  developed  countries  amounted  to  about  $.500 
million,  of  which  some  $180  million  was  for  advance  extensions  of  loans  beyond 
their  original  1966-67  maturity  dates.  But  since  February  10,  reports  of  new 
loan  commitments  to  borrowers  from  the  developed  countries  have  been  negligible 
in  amount,  well  under  $5  million. 

A  somewhat  similar  approach  is  being  followed  in  the  case  of  the  foreign  lend- 
ing and  investing  activity  of  nonbank  financial  institutions.  However,  in  the 
case  of  these  institutions,  there  are  no  guidelines  for  securities  with  final  maturi- 
ties of  over  five  years,  since  that  area  is  effectively  covered  by  the  interest 
equalization  tax  and  by  separate  agreements  governing  the  access  of  Canada  and 
Japan  to  our  capital  markets. 

Industrial  corporations  are  also  being  asked  to  improve  their  individual 
balance-of-payments  accounts.  This  means  that  companies  whose  earnings 
from  abroad  in  the  form  of  exports,  dividends,  royalties,  fees,  etc.,  have  exceeded 
their  capital  outflows  from  the  United  States  should  strive  to  increase  this  sur- 
plus. Companies  which  had  a  deficit  on  these  items  should  strive  to  reduce  that 
deficit  or  turn  it  into  a  surplus.  The  prospects  for  the  success  of  the  President's 
program  in  the  corporate  area  have  been  greatly  enhanced  by  evidence  that  the 
Nation's  top  corporate  executives  are  willingly  assuming  personal  responsibility 
for  their  own  company  programs.  In  the  corporate,  as  well  as  the  financial 
areas  of  the  President's  program,  there  is  to  be  no  change  in  our  overall  policy 
of  encouraging  investment  in  the  less-developed  countries.  A  personal  letter 
detailing  what  is  expected  will  be  sent  later  this  week  by  the  Secretary  of  Com- 
merce to  the  heads  of  about  500  corporations,  including  all  which  are  active 
abroad. 

It  would,  however,  be  a  mistake  to  expect  the  full  impact  of  the  program  of 
voluntary  restraint  to  be  registered  overnight.  Data  are  still  far  too  fragmen- 
tary to  reveal  whether  or  not  the  deficit  for  the  first  quarter  will  fall  back  to  the 
levels  characteristic  of  the  first  three  quarters  of  last  year.     The  information 
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currently  available  to  us,  limited  and  incomplete  as  it  is,  suggests  appreciable  im- 
provement over  the  fourth-quarter  results  and  provides  no  basis  whatsoever  for 
the  occasional  rumors  of  a  vastly  enlarged  first-quarter  deficit. 

The  impact  of  the  new  program  can  also  be  seen  in  the  current  increase  in 
Eurodollar  rates,  which  indicates  a  decline  in  the  supply  of  dollars  in  that  mar- 
ket. Finally,  the  dollar  has  begun  to  strengthen  significantly  in  the  world's 
foreign  exchange  markets.     All  in  all,  it  appears  that  we  are  off  to  a  good  start. 

Since  the  President's  new  balance-of-payments  program  was  not  developed 
until  mid-February,  the  complete  first-quarter  results,  which  will  not  be  known 
until  May,  are  likely  to  include  some  crosscurrents,  with  the  favorable  results  of 
the  new  program  only  incompletely  reflected  in  the  overall  total.  But  certainly 
by  the  second,  and  more  fully  by  the  third  quarter  of  this  year,  we  should  be  reap- 
ing very  substantial  dividends  from  the  measures  contained  in  the  President's 
program. 

What  distinguishes  all  those  measures,  and  the  President's  Message,  itself,  is 
the  degree  to  which  their  success  will  draw  upon  the  voluntary  cooperation  and 
support  of  American  business  and  the  American  public.  The  President  has  set 
forth,  for  all  to  understand,  the  challenge  that  confronts  us.  Upon  the  response 
to  this  challenge  rests  the  solution  to  a  stubborn  and  difficult  problem.  I  am 
confident  that  challenge  will  be  met. 

Note. — The  annexes  omitted  from  this  exhibit  are  published  in  hearings  before 
a  subcommittee  of  the  Committee  on  Banking  and  Currency,  U.  S.  Senate,  89th 
Congress,  1st  session,  on  the  continuing  deficits  in  our  balance  of  payments  and 
the  resulting  outflow  of  gold.  Part  1,  March  9,  1985,  pages  14r-39. 
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Exhibit  41. — Remarks  by  Under  Secretary  of  the  Treasury  for  Monetary  Affairs 
Roosa,  September  28,  1964,  before  the  sixth  annual  meeting-  of  the  National 
Association  of  Business  Economists,  on  tlie  meaning  of  international  financial 
cooperation 

You  have  undoubtedly  heard  much  in  recent  years  about  international  financial 
cooperation.  But  you  must  also  be  wondering,  from  the  newspaper  accounts 
of  the  past  two  weeks,  what  happened  to  cooperation  in  Tokyo.  To  compound 
the  confusion,  I  can  assure  you  that  the  accounts  were  entirely  accurate.  Yet 
the  answer  I  would  give  to  that  question,  paradoxical  as  it  may  seem,  is  that  this 
Tokyo  experience  has  been  one  of  the  most  striking  evidences  that  has  yet 
appeared  of  the  strength  and  reliability  of  the  international  financial  cooperation 
which  now  exists. 

The  differences  expressed  in  Tokyo  were  not  the  unfortunate  or  accidental 
results  of  any  failures  of  communication  or  of  understanding.  They  were  not 
the  expression  of  suspicions  or  ambitions  by  one  country  or  another.  They 
were  instead  an  open  invitation  to  every  interested  person  everywhere  to  begin 
to  participate  more  fully,  alongside  the  representatives  of  the  various  govern- 
ments, in  a  fundamental  analysis  of  some  of  the  issues  which  have  arisen  as  those 
governments  have  attempted,  thus  far  behind  closed  doors,  to  survey  the  possible 
longrun  course  of  the  international  monetary  system. 

The  Minister  or  the  Governor  or  the  Chancellor  or  the  Secretary  who  urged 
consideration  of  one  possible  line  of  thought  or  another  at  Tokyo  did  so  knowing 
that  there  would  be  no  impairment  of  the  effective  current  functioning  of  the 
monetary  system  because  one  or  another  of  them  ventured  to  raise  questions 
about  the  shape  that  system  might  take,  or  be  moving  toward,  some  years  in  the 
future.  Each  fully  understood  the  profound  concern  of  the  other.  Each  recog- 
nized that  the  quality  of  any  decisions  that  might  be  necessary  in  the  future 
would  be  improved  if  there  could  be  wider  consideration  of  these  various  ap- 
proaches inside  and  among  all  of  the  countries  participating  in  the  International 
Monetary  Fund. 

Each  also  knew  that  a  thorough  analysis  of  the  current  functioning  of  the 
system  had  just  been  completed  by  the  International  Monetary  Fund,  looking 
at  the  world  as  a  whole,  and  by  the  so-called  Group  of  Ten,  looking  at  some  of 
the  additional  special  problems  centering  in  the  more  industrialized  countries. 
P>ach  knew  that,  despite  a  number  of  genuine  present  needs  for  specific  measures 
of  improvement,  there  had  been  a  unanimous  finding  that  the  basic  structure 
of  the  system  is  sound,  and  its  performance  both  healthy  and  flourishing.  More- 
over, every  one  of  the  principal  actors  on  the  Tokyo  stage  knew  there  was  firm 
agreement  that  any  unexpected  crisis  w^hich  might  threaten  to  impair  the  smooth 
and  sustained  functioning  of  the  international  monetary  system  could  and  would 
be  met  and  overcome  by  utilizing  facilities  which  were  fully  developed,  tested, 
and  agreed  upon. 

There  was  no  danger  now  of  any  speculative  unrest  because  Ministers  revealed, 
with  an  invitation  to  public  debate,  the  differences  they  had  discovered  in  their 
private  discussions.  This  is  what  I  mean,  then,  when  I  say  that  the  open  discus- 
sion of  important  differences  in  monetai'y  analysis  and  in  possible  prescriptions 
for  the  future,  as  this  occurred  in  Tokyo,  was  in  fact  a  reassuring  demonstration 
of  the  solid  strength  on  which  our  arrangements  for  international  financial 
cooperation  are  now  based. 

I  will  not  try  today  to  restate,  nor  to  elaborate  upon,  the  differences  in  diagnosis 
that  were  brought  forth  in  Tokyo.  I  would  like  to  take  a  brief  look,  with  you,  at 
the  nature  and  meaning  of  the  kind  of  international  cooperation  we  have  been 
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evolving  in  tlie  financial  area.  To  do  that  leads,  initially,  to  a  look  at  some  of 
the  developments  that  have  brought  about  this  new  emphasis  upon  international 
financial  cooperation.  Then,  after  some  furtlier  exphmation  of  what  the  coopera- 
tion actually  consists  of,  perhaps  I  can  make  a  little  clearer  the  reasons  why  the 
debate  which  has  now  been  initiated  fits  so  well  into  the  current  phase  in  the 
evolution  of  that  cooperation.  Or,  to  put  all  this  another  way,  if  I  may  use 
the  rather  terrifying  jargon  of  internationally  negotiated  language,  I  want  to 
make  a  few  comments,  first,  about  "multilateral  and  bilateral  credit  facilities," 
then  second,  about  "multilateral  surveillance,"  and  third,  about  the  possible  place 
of  additional  methods  for  the  "creation  of  owned  reserves." 

Fortunately,  I  have  to  make  some  other  speeches  on  these  matters  over  the 
next  few  weeks,  so  I  will  save  a  few  thousand  words  for  those  efforts  and  will  not 
actually  try  to  keep  you  here  until  sundown,  as  perhaps  you  might  apprehensively 
have  suspected  from  this  outline. 

I. 

The  impetus  to  increased  use  of  the  International  Monetary  Fund,  and  to 
increasingly  active  bilateral  operations  among  those  leading  countries  whose 
performance  can  have  wide  repercussions  upon  the  trade  and  payments  of  the 
world  as  a  whole,  came  with  currency  convertibility  at  the  end  of  1958.  The 
entire  drive  of  the  postwar  period,  through  the  successive  miracles  of  reconstruc- 
tion and  renewed  development,  was  toward  a  world  of  greater  freedom  for  trade 
and  payments  among  nations.  The  unprecedented  flourishing  of  prosperity 
during  these  two  postwar  decades  testifies  that  the  decision  to  move  in  this 
direction  has  been  sound  and  that  the  potential  to  be  realized  by  freeing  the  forces 
of  the  marketplace  is  enormous.  But  the  problem  has  been,  as  new  strands 
created  by  the  international  division  of  labor  wove  increasingly  complex  patterns 
of  economic  relations  among  countries,  to  find  and  accept  workable  standards  for 
normative  behavior.  A  lunge  toward  full  freedom  meant  chaos  or  anarchy. 
Yet  the  drive  toward  it  had  to  be  kept  in  motion.  Quite  understandably,  it  was 
to  money — or,  more  broadly,  to  liquidity  arrangements — the  common  denomi- 
nator of  economic  affairs,  that  the  world  turned  for  some  of  its  needed  answers. 

The  world  had  already,  at  Bretton  Woods  in  1944,  discarded  the  discredited 
concept  of  an  automatic  gold  standard.  In  creating,  and  adhering  to,  the  Inter- 
national Monetary  Fund,  the  countries  of  a  free  trading  world  were  declaring 
that  international  economic  relations  could  no  longer,  in  realistic  practice,  be 
guided  by  simple  adherence  to  a  system  of  I'ather  rigid  rules.  No  one  was  willing 
to  repeat  the  turbulent  history  of  the  post  World  War  I  period,  when  that  kind 
of  system,  trying  to  function  within  a  modern  environment,  brought  the  gold 
standard  crisis  of  the  early  19.30's,  the  shattering  depression  which  followed, 
"beggar-my-neighbor"  trade  policies,  and  eventually  open  economic  warfare. 
Instead,  the  need  after  World  War  II  was  for  a  system  of  guidelines  and  facilities, 
flexibly  utilized  under  a  rule  of  reason.  In  the  monetary  field,  that  need  was 
to  be  met  by  the  International  Monetary  Fund. 

The  Fund  introduced  for  the  first  time,  on  an  organized  and  fully  midtilateral 
basis,  the  principle  of  reliance  upon  credit  facilities  to  supplement  the  use  of 
gold  and  the  dollars,  sterling  or  francs  that  had  become  imbedded  in  the  "owned 
reserves"  of  various  countries.  In  the  IMF  system,  provided  that  a  given 
country's  reserves  came  under  pressure  because  of  unusual  seasonal  develop- 
ments, or  because  its  cyclical  phasing  differed  from  that  of  many  other  countries 
with  whom  it  had  extensive  trade  or  because  its  own  growth  pace  had  imposed 
strains  that  would  require  some  time  to  relieve,  the  Fund  could  furnish  credit  for 
a  period  of  three  to  five  years  in  order  to  help  bridge  over  the  needed  adjustments. 
As  a  country's  drawings  became  larger,  in  relation  to  its  size  as  reflected  in 
Fund  quotas,  the  degree  of  scrutiny  and  advice  from  the  Fund  would  be 
intensified,  and  interest  charges  would  rise.  This  could  provide  the  needed 
measure  of  discipline  as  a  substitute  for  the  grotesque  and  grueling  "contraction 
into  balance"  that  the  old  gold  standard,  or  presumably  and  purely  automatic 
arrangement,  would  impose  in  today's  world. 

The  questions  for  the  further  future,  once  the  Fund  began  to  meet  the  tests 
of  widespread  convertibility,  were  whether  its  own  resources  were  adequate, 
whether  facilities  for  the  use  of  such  resources  on  a  fully  multilateral  basis 
could  be  suitably  adapted  to  the  full  range  of  differences  in  relations  among 
individual  countries  that  might  emerge,  and  whether  the  Fund  itself  or  any 
possible  supplementary  arrangements  could  preserve  the  element  of  discipline 
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which  must  still  be  retaiued  if  the  new  resources  were  to  be  kept  revolving  from 
one  use  to  another  and  not  drained  permanently  into  the  continuing  deficits  of 
particular  countries  which  proved  unable  or  unwilling  to  keep  their  external 
accounts,  over  time,  in  balance. 

What  soon  became  compellingly  clear,  once  most  of  the  leading  countries  were 
convertible  (at  least  on  current  account),  was  that  money  was  now  much  easier 
and  freer  to  move  than  goods  or  people  or  fixed  capital.  Whenever  differences 
might  then  develop  among  countries,  in  the  pace,  or  even  in  the  composition,  of 
their  continuing  advance,  or  in  their  capacity  and  readiness  for  ti*ade,  the  com- 
pensating action  could  ordinarily  be  expected  to  occur  first  through  the  move- 
ments of  short-term  funds.  And  since  the  underlying  causes  of  such  movements 
at  the  time  were  often  difiicult  to  discern  and  slow  to  appear,  there  was  a  ready 
propensity  for  a  movement  of  funds  in  any  direction,  once  started,  to  become 
cumulative.  Moreover,  the  mere  existence  of  free  and  open  markets  in  foreign 
exchange  required  the  presence  of  private  speculators,  perfoi*ming  their  ac- 
customed role  in  a  free  and  flexible  market,  so  that  sensitive  market  facilities 
for  the  transmission  of  capital  flows  quite  naturally  and  indeed  necessarily 
developed. 

In  these  circumstances,  it  was  appropriate,  in  1961,  to  question  whether  not 
only  the  facilities,  but  even  more  importantly,  some  of  the  "rules  of  the  game" 
provided  by  the  International  Monetary  Fund  were  fully  adequate  to  the  new 
conditions.  The  answer  then  found  was  that  a  number  of  the  leading  industrial 
countries,  whose  currencies  had  become  (or  were  about  to  become)  convertible, 
would  have  to  accept  an  increasing  degree  of  special  responsibility.  They  would 
among  themselves  have  to  assure  the  adequacy  of  resources  available  to  the 
International  Monetary  Fund  in  the  event  that  others  among  them  encountered 
heavy  need  to  draw  on  the  Fund,  most  notably  the  United  States.  That  is  why 
the  so-called  Group  of  Ten  was  established  to  provide,  within  the  framework 
of  the  Fund,  the  General  Arrangements  to  Borrow,  making  up  to  .$6  billion 
equivalent  in  additional  resources  available  to  meet  the  needs  of  these  countries, 
in  the  large  magnitudes  that  such  needs  might  reach,  without  impairing  the 
capacity  of  the  Fund  to  meet  at  the  same  time  the  current  needs  of  any  of  its 
other  members. 

It  followed  from  this  recognition  of  common  interest  and  special  responsibility 
that  the  individual  countries  should  attempt,  as  possibilities  appeared,  to  develop 
additional  arrangements  for  meeting  and  financing  payments  fiows  among  them- 
selves, in  an  efl'ort  to  reduce  somewhat  the  direct  burden  that  might  have  to  be 
carried,  in  the  event  of  more  lasting  needs,  through  the  Fund.  With  the  United 
States,  throughout  this  period  of  convertibility,  having  moved  into  substantial 
deficit,  it  had  perhaps  the  broadest  opportunities  for  the  development  of  new  and 
flexible  bilateral  payments  arrangements,  in  conjunction  with  other  interested 
countries.  The  U.S.  effort  centered,  quite  properly,  on  the  handling  of  those 
aspects  of  its  requirements  that  might  be  comparatively  short  lived  or  revers- 
ible. At  the  same  time,  as  situations  occurred  in  which  these  bilateral  facilities 
could  suitably  be  introduced,  attention  was  also  given  to  the  possibility  that 
these  same  arrangements  might  be  used  by  other  countries  to  meet  heavy  or 
unusual  needs  of  their  own.  And  indeed,  over  the  past  three  or  more  years,  the 
actual  magnitude  of  the  use  of  the  new  bilateral  facilities  has  been  greater  for 
meeting  the  unusual  needs  of  other  countries  participating  in  these  arrangements 
than  it  has  been  for  the  United  States  itself. 

Paralleling  the  increase  in  reliance  upon  the  IMF  as  the  source  of  multilateral 
credit  facilities,  and  as  the  working  center  of  the  international  monetary  system, 
and  accompanying  the  more  recent  elaboration  of  bilateral  credit  facilities,  there 
have  been  the  continued  large  balance-of-payments  deflcits  of  the  United  States. 
■V\Tiile  these  deficits  have  poured  billions  of  dollars  into  the  outright,  or  owned, 
reserves  of  many  countries,  there  must  be  no  doubt  that  the  phase  of  large  U.S. 
dollar  deficits  is  nearing  its  end.  Tbat  is  a  principal  reason  why  the  present 
phase  in  the  evolutionary  progress  of  the  monetary  system  calls  for  increasing 
reliance  upon  credit  rather  than  upon  owned  reserves,  and  upon  cooperation 
rather  than  upon  unilateral  action  by  us  or  any  country. 

As  Secretary  Dillon  so  forcefully  emphasized  at  Tokyo,  this  is  now  the  time  to 
make  greater  use  of  the  whole  range  of  credit  facilities,  multilateral  and  bi- 
lateral, that  form  such  an  important  part  of  the  liquidity  spectrum,  while  digest- 
ing and  redistributing  the  large  volume  of  owned  reserves  that  has  already 
been  created.     If  that  pattern  is  followed,  as  seems  widely  expected  at  least  for 
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the  next  few  years,  then  it  is  indeed  necessary,  in  our  interest  and  that  of  the 
Group  of  Ten  and  of  the  IMF  as  a  whole,  that  all  countries  understand  and  use, 
as  appropriate,  the  facilities  which  those  of  us  who  were  "Deputies  of  the  Ten" 
have  felicitously  titled  "multilateral  surveillance." 

II. 

It  was  not  altogether  clear  at  first  that  a  continuing  role  would  be  found  for 
bilateral  financial  arrangements  in  the  form  of  swaps,  or  forward  operations, 
or  the  acquisition  of  foreign  currencies  on  open  account  by  the  United  States 
itself,  or  by  other  countries,  or  for  the  issuance  by  the  United  States  of  bonds 
denominated  in  other  currencies.  But  enough  had  been  accomplished  with  these 
facilities  by  the  autumn  of  1963  to  raise  a  question  as  to  the  need  for  finding  some 
way  of  keeping  such  bilateral  arrangements  subject  to  a  general  review  and 
appraisal  by  the  other  countries  which  were  most  directly  affected  by  them,  and 
which  were  most  likely  to  be  involved  in  them  because  of  the  strength  and  wide- 
spread use  of  their  own  currencies. 

Such  appraisal  had,  in  various  informal  ways,  already  begim  to  evolve  at 
the  monthly  meetings  of  the  Bank  for  International  Settlements  attended  by  the 
various  central  bank  governors  and  their  principal  associates.  A  parallel  oppor- 
tunity had  been  found  within  the  OECD  through  the  establishment  of  a  limited 
membership  group  known  as  Working  Party  3,  in  which  responsible  representa- 
tives of  most  of  these  same  governments  and  central  bank  representatives  could 
participate  in  a  full  review  of  their  balance-of-payments  positions,  the  inter- 
actions between  these  and  domestic  economic  policies,  the  progress  being  made 
toward  equilibrium,  and  the  methods  being  used  by  each  to  finance  its  external 
deficit,  or  carry  its  surplus.  In  addition,  the  creation  of  the  General  Arrange- 
ments to  Borrow  had  itself  prompted  meetings  two  or  three  times  a  year  among 
the  Finance  Ministers  and  Central  Bank  Governors  of  the  10  countries  to  assure 
that  the  evolving  situation  was  kept  in  view  by  all  of  them  in  order  that  they 
would  be  ready  and  able  to  act  promptly  in  the  event  of  need. 

It  w^as  out  of  the  combined  results  of  these  frequent  contacts,  and  the  unprec- 
edented opportunities  they  gave  responsible  ofiBcials  to  know  more  about  current 
developments  affecting  the  economic  policies  and  foreign  economic  position  of 
each  other,  at  first  hand,  that  programs  of  special  action  have  evolved  for  pro- 
viding a  tight  ring  of  defenses  around  all  the  world's  leading  currencies.  These 
made  possible  the  almost  instantaneous  activation  of  resources  to  meet  and 
withstand  the  series  of  potential  speculative  crises  that  have  occurred  over  the 
past  several  years,  including  the  Canadian  dollar  crisis  in  mid-1962,  the  threat- 
ened crisis  at  the  time  of  the  Cuban  confrontation  in  October  1962,  the  shock 
of  the  President's  assassination  in  November  1963,  and  the  possibility  of  imminent 
crisis  in  the  Italian  foreign  exchange  market  in  March  1964.  Over  most  of  this 
period,  since  late  in  1961,  a  number  of  the  same  countries  have  also  been  able  to 
carry  out  joint  operations  in  the  London  gold  market,  discouraging  harmful 
speculation  and  encouraging  a  maximum  flow  of  newly  produced  gold  into  oflScial 
reserves  rather  than  into  speculative  private  hoards. 

These  are  the  concrete,  creditable,  and  conspicuous  results  of  the  cooperation. 
But  the  needs  to  be  met  by  the  world's  monetary  system  are  not  only  those  calling 
for  protection  against  crisis,  as  important  as  such  protection  is.  There  are 
also  regular  needs  for  provision  of  the  means  of  payment  used  in  carrying  on 
the  daily  transactions  of  a  growing  and  diversifying  world.  And  the  potential 
for  international  financial  cooperation  extends  beyond  the  averting  of  calamity 
to  the  helpful  improvement  of  facilities  for  settling  the  net  differences  among 
nations  that  result  from  the  conglomei-ate  of  their  everyday  trade  and  payments. 
To  generalize  broadly,  most  of  the  direct  uses  thus  far  made  by  other  countries 
of  the  new  bilateral  facilities  have  been  to  forestall  crisis ;  most  of  the  uses  thus 
far  made  by  the  United  States  have  been  to  smooth  out  the  patterns  of  balance- 
of-payments  settlements,  both  between  ourselves  and  other  countries  and  among 
other  leading  countries  which  make  their  settlements  in  dollars.  Bilateral 
credit  facilities  can  now  be  used,  in  the  ordinary  course  (and  distinct  from  crisis 
situations),  as  temporary  supplements  to  the  settlements  which  nations  make 
by  using,  or  by  adding  to,  their  own  reserves  of  gold  and  foreign  exchange. 
Bilateral  credit  facilities  can  also  be  used  to  reduce  in  some  measure  the  recourse 
which  countries  have  to  make  to  the  International  Monetary  Fund,  in  calling 
upon  multilateral  credit  facilities  to  help  settle  balance-of-payments  accounts. 
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Before  we  jump  to  the  conclusion  that  we  have  discovered  the  Aladdin's  lamp 
of  liquidity,  however,  we  had  best  remember  that  credit  of  any  kind,  however 
extended,  is  in  fact  a  claim  upon  the  real  resources  of  whomever  extends  the 
credit.  That  is  why  it  is  impractical  to  expect  that  there  can  ever,  on  any  massive 
scale,  be  "fully  automatic"  credit  facilities  on  which  countries  in  balance-of- 
payments  deficit  may  freely  draw.  The  ultimate  decision  as  to  whether  or  not 
additional  credit  can  safely  and  usefully  be  extended  must  remain  with  the 
creditor  himself. 

That  fact,  and  the  rapid  recent  increase  in  the  use  of  bilateral  facilities,  has 
made  all  of  us  aware  of  the  need  for  a  critical  evaluation,  of  the  kind  just  con- 
ducted by  both  the  Fund  and  the  Ten.  We  had  to  detei'mine  whether,  and  if  so, 
how,  to  regularize  and  carry  forward  what  has  been  so  successfully  achieved, 
ad  hoc,  in  these  few  recent  years.  That  is  why  the  United  States  has,  from  the 
beginning,  been  scrupulous  in  publishing,  as  soon  after  each  event  as  prudence 
would  permit,  the  full  record  of  its  operations.  That  is  where,  now,  "multilateral 
surveillance"  comes  in. 

Multilateral  surveillance  is  essentially  a  means  for  improving  the  information 
available  concerning  the  credit  extended  and  the  debt  contracted  by  the  leading 
industrial  countries  in  the  course  of  carrying  their  surpluses  or  financing  their 
deficits.  Quite  obviously,  the  volimie  of  trade  and  capital  transactions  of  the 
countries  in  the  Group  of  Ten,  now  happily  joined  for  this  purpose  by  Switzer- 
land (which  is  not  a  member  of  the  International  Monetary  Fund),  can,  if  they 
move  seriously  out  of  alignment,  have  grave  repercussions  on  the  functioning 
of  the  world  economy  as  a  whole.  Detailed,  confidential  and  systematic  ex- 
changes among  these  countries  are  clearly  essential.  In  effect,  what  the  Ten  ( or 
eleven)  countries  are  now  providing  through  their  arrangements  for  multilateral 
surveillance  is  a  sort  of  international  credit  interchange  bureau. 

To  assure  eflicient  and  informed  processing  of  this  information  the  Ministers 
and  Governors  of  the  Ten  have  called  upon  the  management  of  the  Bank  for 
International  Settlements,  which  has  agreed  to  perform  these  services.  To 
assure  full  access,  in  suitably  confidential  form,  to  the  management  of  the  Inter- 
national Fund,  representatives  of  the  Fund  have  participated  in  all  stages  of 
the  development  of  these  new  arrangements,  and  senior  oflicials  of  the  Fund, 
including  where  appropriate  the  Managing  Director  himself,  will  participate  in 
any  review  and  appraisal  of  the  information  being  gathered. 

Discussions  based  on  this  information  will  occur,  as  they  have  informally  for 
a  number  of  years,  among  the  Central  Bank  Governors  and  their  associates  at- 
tending the  monthly  meetings  of  the  BIS  in  Basle.  Critical  analysis  hy  repre- 
sentatives of  the  various  governments  will  occur  as  the  new  and  regularized  flow 
of  information  is  made  available  to  "Working  Party  3  of  the  OECD,  on  which,  for 
example,  I  represent  the  United  States,  accompanied  ordinarily  by  a  senior 
spokesman  for  the  Department  of  State,  the  Council  of  Economic  Advisers,  and, 
of  course,  the  Federal  Reserve  System. 

I  was  asked  at  a  press  briefing  a  few  weeks  ago,  when  the  Group  of  Ten 
statement  ^  of  August  10  was  published,  whether  multilateral  surveillance  meant 
that  the  countries  involved  would  be  giving  us  more  advice  than  in  the  past. 
My  reply  then,  and  I  think  it  is  still  fully  applicable,  was :  "It  would  be  hard 
to  say  that  either  they  or  we  could  give  or  get  more  advice  than  we  have  had  in 
the  last  few  months.  This  only  means  that,  as  the  advice  is  being  exchanged,  the 
information  base  on  which  it  rests  is  a  little  more  assured  and  a  little  more 
current."  And  indeed  it  is  in  keeping  each  other  more  systematically  informed 
concerning  the  flows  that  are  taking  place,  as  well  as  concerning  the  compensat- 
ing action  which  one  country  or  another  initiates,  that  the  procedures  under 
"multilateral  surveillance"  will  make  their  major  contribution. 

As  you  well  know,  a  great  variety  of  private  capital  movements,  in  addition 
to  movements  of  official  funds,  are  constantly  exerting  an  impact  both  upon 
official  reserves  and  upon  commercial  balances  in  the  major  countries.  Some 
of  these  capital  flows  are  equilibrating  in  nature,  some  are  disequilibrating, 
some  are  seasonal,  some  are  speculative.  Current  approximations  as  to  the  basic 
balance-of-payments  implications  for  the  various  countries  can  be  reached  much 
more  rapidly,  and  we  in  the  United  States  can  reach  our  own  conclusions  as  to 
what  they  mean  for  us  and  the  position  of  the  dollar  with  much  greater  assurance, 
if  we  can  have  promptly  available  the  best  results  that  the  responsible  authorities 


^  See  1964  annual  report,  exhibit  49. 
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of  each  country  can  produce,  in  attempting  to  distinguish  between  those  move- 
ments of  their  own  funds  which  represent  true  settlements  of  current  trans- 
actions, those  which  represent  long-term  investment,  and  those  which  may  be 
speculative  or  capricious. 

Multilateral  surveillance  involves  the  creation  of  no  new  institution,  but 
rather  the  strengthening  of  activity  already  underway,  and  the  establishment 
of  facilities  for  expediting  and  standardizing  the  flow  of  information  among  the 
Group  of  Ten  (or  eleven)  countries.  It  does  not,  indeed  could  not,  require  multi- 
lateral approval  of  particular  transactions.  It  will  not  occasion  delay  in  any 
foreign  exchange  transactions  or  the  activation  of  swap  arrangements.  For  it 
is  the  speed  and  flexibility  with  which  these  facilities  have  been  used  that  have 
given  international  monetary  cooperation  its  remarkable  record  of  recent 
achievement. 

It  will  be  possible,  as  a  result  of  the  newly  improved  procedures,  however,  for 
any  of  the  countries  to  take  better  stock  of  the  financial  factors  affecting  its 
own  position  as  a  basis  for  determining  its  own  individual  course  of  action,  not 
merely  in  extending  credits  or  arranging  to  obtain  them,  but  more  imix)rtantly 
in  formulating  its  own  national  economic  policies  with  a  view  to  furthering  its 
own  adjustment  toward  balance-of-payments  equilibrium.  And  this  orderly 
exchange  of  information  will,  as  Secretary  Dillon  said  at  Tokyo,  avoid  any  risk 
that  a  participating  country  ''might  drift  into  heavy  and  continuous  reliance 
upon  such  essentially  short-term  credit  facilities,  delaying  too  long  the  necessary 
corrective  action  that  should  be  taken  to  adjust  its  balance  of  payments." 

III. 

It  was  not  multilateral  surveillance  that  occasioned  the  differences  at  Tokyo. 
Those  differences  related  to  steps  that  might  be  taken  at  some  time  further  on 
in  the  future,  not  in  connection  with  the  use  of  credit  facilities,  but  in  finding 
new  ways  to  create  actual,  or  owned,  reserves.  I  have  promised  you  a  word 
of  explanation  as  to  why  the  expression  of  these  differences  came  so  fittingly 
at  the  current  phase  in  the  evolution  of  the  international  monetary  system, 
when  we  are  not  in  fact  concerned  by  any  shortage  of  owned  reserves  on  a  global 
basis  but  are  instead  pressing  to  improve  the  distribution  of  existing  primary 
reserves,  through  the  Fund  and  bilaterally. 

The  answer,  blimtly  abbreviated,  is  that  the  various  approaches  now  being 
utilized  for  the  elaboration  of  credit  facilities  can,  if  we  watch  them  closely, 
furnish  important  evidence  bearing  upon  the  other  kind  of  choice  that  may  have 
to  be  made  in  later  years.  Let  me  illustrate  by  briefly  characterizing  two'  of 
the  more  prominent  positions  expressed  as  to  the  future  creation  of  ovmed 
reserves. 

The  United  States,  without  pegging  itself  to  an  absolute  commitment,  would 
genuinely  prefer  that  any  further  additions  to  the  world's  arrangements  for 
creating  owned  reserves  be  established  within  the  International  Monetary  Fund. 
We  would,  at  least  in  our  present  thinking,  like  to  see  any  such  development.  If  it 
occurs,  evolve  out  of  practices  with  which  countries  are  already  familiar  in  the 
Fund.  We  w'ould  hope  it  could  represent,  step  by  step,  comparatively  modest 
changes  toAvard  what  might,  of  course,  in  time  prove  to  be  a  major  change  in 
the  composition  of  the  world's  monetary  reserves. 

By  contrast,  the  French  and  some  other  countries  believe  that  it  will  eventu- 
ally be  necessary  to  make  a  clean  start,  in  deliberately  displacing  or  replacing 
AAiiat  w^e  have,  by  consciously  and  explicitly  creating  something  that  is  truly 
new.  Their  suggestion  for  the  establishment  of  a  composite  reserve  unit  would 
involve  a  contribution  by  several  of  the  leading  industrial  countries,  putting 
agreed  amounts  of  their  own  currencies  into  a  common  pool.  Shifts  among  the 
participating  countries  in  their  claims  on  this  pool  would  then  be  linked  by  a 
fixed  ratio  to  gold  transfers  among  these  same  countries.  The  ratio  would 
naturally  be  changed  as  the  participating  countries  altered  the  volume  of  com- 
posite reserve  imits.  This  is  the  heart  of  the  French  suggestion.  Details  might 
be  spelled  out  in  many  ways,  just  as  there  are  many  variants  for  possible 
creation  of  owned  reserves  through  the  International  Monetary  Fund.  No  one, 
so  far  as  I  know,  has  an  unalterable  position  on  any  of  these  matters.  But  we 
have  taken  clear  initial  positions  in  order  to  make  certain  that  the  relevant  issues 
will  in  fact  be  thoroughly  debated  and  analyzed  as  logically  and  fully  as  major 
decisions  of  this  significance  deserve. 
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I  am  sure  you  already  see,  with  me,  the  very  interesting  parallels  between  this 
debate  over  the  future  creation  of  owned  reserves  and  the  pattern  of  exi)eri- 
mentation  that  is  now  being  followed  as  we  proceed  in  the  current  phase  toward 
elaboration  of  credit  facilities.  For  we  have  today,  as  the  pi'incipal  source  of 
credit  facilities  and  the  major  guardian  of  the  financial  conscience  of  the  world, 
the  Interntional  Monetary  Fund.  But  we  have  also  found,  as  time  went  on, 
that  there  was  some  place  for  purely  supplemental  arrangements  among  coun- 
tries whose  special  needs  might  be  adapted  to  special  techniques,  while  yet 
adhering  consistently  to  the  Fund  itself.  And  we  are  now  initiating  additional 
arrangements  for  improving  our  performance  with  respect  to  those  aspects  of 
credit  facilities  that  are  centered  in  the  Group  of  Ten. 

None  of  us  has  as  yet  surrendered  any  sovereignty  to  the  Group  of  Ten.  None 
of  us  is  bound  to  accept  advice  from  the  Group  of  Ten.  Each  of  us  is  free  to 
withhold  or  to  grant  credits  in  forms  that  come  under  multilateral  surveillance. 
But  we  are  gaining,  every  month  and  year,  more  experience  in  working  together 
to  meet  some  of  the  special  problems  that  are,  at  least  in  a  relative  sense,  unique 
among  countries  of  the  size  and  characteristics  included  in  the  Ten.  How 
better  then  could  we  be  poised  for  a  testing,  in  practical  and  operational  terms, 
of  the  various  kinds  of  considerations  that  are  certain  to  arise  in  the  studies 
of  reserve  asset  creation? 

The  monetary  authorities,  and  those  interested  in  monetary  affairs,  in  all 
countries  are  in  a  fortunate  position.  Our  studies  are  going  forward,  pari  passu, 
with  the  testing  of  some  of  the  important  premises  on  which  a  choice,  among  the 
various  results  of  the  studies,  may  ultimately  depend.  It  is  an  exciting,  in  some 
ways  an  unprecedented,  opportunity  for  rational  progress  in  organizing  inter- 
national economic  relations.  It  is  one  in  which,  I  know,  every  economist  will 
want  to  participate.    The  debate  is  on ;  I  hope  you  will  all  join  in. 


Exhibit  42. — Remarks  by  Under  Secretary  of  the  Treasury  for  Monetary  Affairs 
Roosa,  October  14,  1964,  at  the  conference  on  "International  Financing — 1964" 
of  the  National  Industrial  Conference  Board,  Inc.,  on  the  future  of  the  inter- 
national monetary  system 

I. 

Following  the  recent  annual  meetings  of  the  Bank  and  Fund  in  Japan,  some 
of  my  colleagues  were  able  to  visit  Kyoto,  the  ancient  capital  of  our  host  country, 
for  a  little  longer  than  I.  They  came  back  particularly  fascinated  with  a  rock 
garden  they  had  seen  there,  created  more  than  450  years  ago  by  an  artist  who 
fused  aesthetic  experience  with  a  striking  reflection  of  the  philosophy  of  his 
Zen-Buddhist  religion.  For  he  created  a  garden  consisting  solely  of  15  rocks, 
of  widely  varying  shape,  located  in  a  rectangular  bed  of  fine  stones.  He  so 
placed  the  15  rocks  that  the  viewer  can  never  see  more  than  14  of  them,  no 
matter  from  what  angle  he  approaches  the  garden.  Anyone  viewing  the  garden, 
I  am  told,  always  has  a  sense  or  awareness  of  something  more  than  meets  the  eye. 

Without  that  ax-tistry,  many  of  us  have  had  a  similar  experience  in  the  course 
of  the  past  year's  study  of  the  international  monetary  system,  on  which  the 
Tokyo  meetings  were  so  largely  concentrated.  For  not  only  the  reports  pub- 
lished in  August  by  the  International  Monetary  Fund  and  by  the  Group  of  Ten,^ 
but  also  virtually  every  address  or  comment  at  the  meetings,  reflected  an  aware- 
ness, not  often  explicit,  of  something  else,  essential  to  the  whole,  which  most  of 
us  now  consider  as  certain  and  secure  as  the  15th  stone  of  the  garden  at  the 
Ryoanji  shrine.  It  went  without  saying  at  Tokyo  that  the  price  of  gold,  having 
been  fixed  for  three  decades  at  $35  per  ounce,  is  now  taken  as  the  cornerstone 
of  the  international  monetary  system. 

The  world  has  long  since,  to  be  sure,  left  behind  the  simplicity  and  the  rigidity 
of  the  older  "pure"  gold  standard.  But  men  everywhere  continue  to  acknowl- 
edge, or  to  sense,  the  need  for  a  fixed  reference  point  to  which  all  other  curren- 
cies and  measures  of  value  can  be  related.  After  a  succession  of  disastrous 
experiences  related  to  changes  in  the  gold  price  itself,  the  world  has  since  1934 
come  to  accept  the  limiting  constraint  of  a  fixed  price  of  gold,  while  building 
upon  that  base  an  expanding  structure  of  money  and  credit  to  support  the  almost 


^  See  1964  annual  report,  exhibit  49. 
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incredible    growth    that   the   world   has    since   experienced,   both   in    physical 
production  and  in  population. 

While  the  process  of  economizing  on  the  use  of  gold  has  certainly  also  involved 
some  slippage,  as  many  world  prices  have  moved  upward,  the  readiness  and 
ability  of  the  United  States  to  maintain  the  convertibility  of  its  dollar  for  gold 
at  the  fixed  maximum  price  has  remained  as  a  firm  anchor,  to  which  one  cur- 
rency after  another  has  been  tied  (through  convertibility  with  the  dollar)  as 
countries  have  sought  to  exert  meaningful  and  general  control  over  their  own 
price  developments  in  the  quest  for  monetary  stability. 

IL 

Needed  expansion  in  the  liquidity  that  has  been  available  for  the  world  at 
large,  since  World  War  II,  has  come  in  three  ways.  ( 1)  Gold  supplies  have  them- 
selves increased,  but  even  more  importantly,  gold  holdings  have  been  massively 
redistributed  from  the  United  States  to  other  countries.  (2)  Dollars,  and  to 
some  extent  sterling,  and  for  some  areas  the  French  franc,  have  provided  re- 
serves that  many  countries  could  hold  alongside  gold,  or  as  a  substitute  for  gold, 
in  their  central  monetary  institutions,  reserves  which  both  supported  the  nec- 
essary internal  expansion  of  money  and  credit  and  also  provided  the  means  of 
payment  for  settling  the  net  balance  of  accounts  between  each  country  and  the 
world  outside.  (3)  As  a  further  supplement  to  gold  and  reserve  currencies, 
the  International  Monetary  Fund  since  World  War  II  has  been  providing  a  form 
of  multilateral  credit  facility,  through  which  additional  use  could  be  made  of  the 
existing  supplies  of  gold,  or  reserve  currencies,  or  even  of  other  convertible  cur- 
rencies as  these  gained  in  strength  and  acceptability. 

Viewed  against  the  pace  of  monetary  advance  over  the  past  centiu-y,  the  range 
and  flexibility  of  the  additional  liquidity  made  available  since  AVorld  War  II 
has  been  remarkable.  But  within  the  past  four  or  five  years  still  another  phase 
has  been  reached  in  this  monetary  evolution.  Spurred  by  the  existence  of  large 
and  continuing  deficits  in  the  U.S.  balance  of  payments,  but  by  no  means  neces- 
sarily related  to  the  existence  or  continuance  of  such  deficits,  an  impressive  new 
array  of  bilateral  credit  facilities  has  also  been  developed.  Through  these  credit 
facilities,  countries  whose  currencies  have  reached  a  stage  of  worldwide  usability 
have  joined  with  the  United  States,  in  effect,  to  make  still  more  intensive  use 
of  the  existing  supplies  of  international  monetary  reserves.  They  have,  if  I 
may  make  a  loose  analogy  to  the  nomenclature  of  Irving  Fisher's  old  equation, 
added  to  the  M'  and  the  V  of  the  world's  monetary  system. 

In  a  moment,  I  want  to  turn  with  you  to  the  statistical  tables  included  in  the 
Ministerial  Statement  that  has  been  distributed  to  each  of  you,  in  order  to  note 
more  systematically  the  way  in  which  this  array  of  gold,  reserve  currencies, 
multilateral  credit  facilities,  and  bilateral  credit  facilities  has  now  developed. 
But  all  of  that  will  only  serve  as  an  introduction  for  the  special  attention  I  would 
like  to  draw,  today,  toward  what  may  become  a  still  further  stage  in  the  evo- 
lution of  the  international  monetary  system — that  in  which,  supplementing  all  we 
now  have,  there  may  by  international  agreement  be  further  arrangements  intro- 
duced for  creating  additional  primary  reserves.  This  would  mean  the  intro- 
duction of  some  additional  form  of  internationally  acceptable  reserve  asset  which 
countries  could  hold  alongside  the  gold,  or  the  dollars,  or  other  foreign  exchange 
or  other  claims  which  now  meet  the  "owned  reserve"  part  of  global  liquidity 
requirements. 

Not  because  the  need  for  added  creation  of  reserve  assets  is  actually  upon 
us,  but  because  any  deliberate  innovation  in  the  monetary  field  must  be  carefully 
studied  well  in  advance,  both  the  International  Monetary  Fund  and  the  asso- 
ciated Group  of  Ten  (that  is,  10  of  the  leading  industrialized  countries  with 
the  participation  of  Switzerland)  are  looking  more  closely  at  this  question. 
Pushing  beyond  their  studies  of  the  past  year,  which  appraised  the  present 
functioning  of  the  international  monetary  system,  they  intend  now  to  analyze 
the  potentialities  for  the  actual  creation  of  additional  owned  reserves,  whenever 
such  need  may  arise  in  the  futui-e.  If  anything  ever  comes  of  all  this,  it  will 
be  the  closest  approach  to  successful  alchemy  that  the  world  has  yet  attempted. 
The  implication  of  any  decisively  new  arrangements  could  be  far-reaching  for 
the  functioning  of  every  money-using  economy,  but  particularly  for  the  free 
world.    That  is  why  this  is  no  matter  for  swift,  or  precipitate,  or  sentimentalized 
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decision.  It  requires  long  and  careful  study,  to  be  followed  by  extensive  and 
extended  negotiation.  No  one  need  apologize  for  taking  time  for  appraisal 
where  the  money  that  men  believe  in,  and  rely  upon,  is  involved. 

III. 

It  is  not  only  useful  in  evaluating  what  we  now  have,  but  also  in  sorting 
out  some  of  the  possible  lines  on  which  actual  reserve  creation  might  proceed  in 
the  future,  to  step  aside  for  a  moment  to  look  at  the  tables  to  which  I  have  just 
referred  from  the  Ministerial  Statement}  Tables  I  and  II  are  condensed  sum- 
maries, the  first  showing  overall  changes  in  international  liquidity  for  the  decade 
which  ended  at  the  close  of  1963 ;  the  second  shows  the  changes  over  the  four 
years  ending  on  the  same  date,  the  period  when  most  of  the  bilateral  credit 
facilities  were  introduced.  Tables  III  and  IV  cover  the  same  two  spans  of  time, 
but  show  much  more  detailed  breakdowns  among  groupings  of  countries.  While 
I  would  like  to  commend  these  tabulations  to  much  wider  attention  and  deeper 
study  than  any  of  us  have  yet  been  able  to  give  them,  I  can  today  only  highlight 
the  analysis  that  these  data  suggest  by  referring  to  the  column  headings  which 
are,  of  course,  the  same  across  the  top  of  each  of  the  four  tables. 

As  you  see,  the  liquidity  available  in  the  world  today  is  fairly  easily  divided 
between  reserves,  which  are  owned  outright  and  are  readily  usable  by  the  holder, 
and  "credit  facilities,"  which  in  effect  provide  ways  for  some  countries  to  lend 
existing  reserves  to  other  countries,  directly  or  through  an  international  insti- 
tution, in  order  to  meet  particular  needs  for  monetary  reserves.  The  reserves 
themselves,  as  shown  by  the  column  headings,  include  not  only  the  traditional 
forms  of  holdings  in  gold  and  foreign  exchange  with  which  most  of  us  have 
long  been  familiar,  but  they  also  include  other  forms  that  are  becoming  increas- 
ingly important.  Some  countries,  for  example,  already  consider  their  so-called 
gold  tranche  claims  on  the  Fund  (column  4)  as  a  part  of  their  foreign  exchange 
reserves.  However,  treated  statistically,  these  drawing  rights  are  clearly  close 
alternatives  to  gold  or  outright  holdings  of  foreign  exchange. 

The  gold  tranche  consists,  of  course,  not  only  of  the  drawing  rights  acquired 
by  countries  when  they  pay  gold  into  the  Fund  as  a  part  of  their  quota  sub- 
scriptions, but  it  also  includes  those  drawing  rights  acquired  by  a  country  when 
its  own  currency  has  been  made  available  by  the  Fund  to  some  other  country  in 
need  of  credit.  This  latter  type  of  asset,  known  colloquially  as  the  "super  gold 
tranche,"  is  usable,  like  the  gold  tranche  itself,  virtually  on  demand  by  the 
country  whose  currency  has  previously  been  paid  out  by  the  Fund.  Moreover, 
unlike  a  drawing  in  the  regular  gold  tranche,  such  a  di-awing  in  the  super  gold 
tranche  need  not  be  repaid.  What  this  means  is  that  whenever  German  marks 
or  Dutch  guilders  or  French  francs,  for  example,  are  drawn  by  some  country 
from  the  Fund — and  the  drawing  is  not  offset  through  repayment  of  the  same 
currencies  by  some  other  country  discharging  an  earlier  debt  to  the  Fund — 
then  Germany  or  the  Netherlands  or  France  has,  in  effect,  added  to  its  own  re- 
serves. It  has  acquired  a  super  gold  tranche  equal  to  the  net  amount  of  its  own 
currency  drawn  from  the  Fund. 

It  is  not  only  through  the  Monetary  Fund,  however,  that  our  existing  arrange- 
ments for  credit  facilities  are  already  capable  of  providing  countries  with  a 
usable  reserve  asset.  For  the  bilateral  facilities  developed  more  recently  may 
create  similar  kinds  of  claims.  Column  5  refers  to  special  bonds  that  the  United 
States,  as  a  reserve  currency  country,  has  sold  to  ready  buyers  among  the 
monetary  authorities  abroad.  These  bonds,  while  initially  denominated  in 
Italian  lire,  for  example,  and  purchased  by  the  Italian  monetary  authorities 
from  the  United  States,  can  in  case  of  need  be  virtually  transferred  to,  say,  the 
German  Bundesbank,  being  reissued  in  that  event  in  German  marks.  Transfers 
of  exactly  this  kind  occurred  last  spring,  when  the  Italian  authorities  were  able 
to  use  these  assets,  acquired  in  an  earlier  period  of  Italian  surplus,  to  help 
finance  a  deficit  in  their  accounts  that  was  running  strongly  in  the  direction  of 
Germany. 

A  somewhat  similar  effect  is  obtained  through  the  reserves  noted  in  column  6. 
For  when  the  United  States  draws  on  a  swap  line,  previously  arranged  with 
Switzerland,  for  example,   the  Swiss  National  Bank  obtains  a  corresponding 


^The  tables  referred  to  were  reproduced  in  the  1964  annual  report,  pages  357-64. 
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claim  on  our  own  Federal  Reserve.  At  the  least,  the  Swiss  National  Bank  can 
be  certain  that  it  will  come  into  additional  funds  when  the  United  States  pays 
off  the  swap  on  maturity  and,  for  that  reason,  could  carry  its  claim  for  future  re- 
versal of  the  swap  as  a  sort  of  reserve  asset.  But  the  usability  of  the  claim 
is  even  greater  than  that.  If  for  any  reason  Switzerland  should  want  to  use 
some  part  of  these  dollar  swap  claims,  it  can  draw  at  will,  though  of  course  after 
mutual  consultation,  against  the  balances  set  up  to  its  credit  at  the  moment 
the  Federal  Reserve  initially  activated  its  own  drawing  of  Swiss  francs  under 
the  swap  arrangement. 

This  quick  attempt  to  summarize  the  concepts  lying  behind  these  columns 
of  figures  may  be  more  confusing  than  clarifying,  but  the  essential  point  comes 
out  if  you  glance  with  me  at  the  bottom  row  in  Table  I.  What  this  shows  is 
that  little  more  than  one-fifth  of  the  total  growth  in  world  liquidity  during  the 
decade  from  1953-63  was  provided  by  net  increases  in  the  monetary  holdings 
of  gold,  although,  as  I  have  already  mentioned,  a  significant  redistribution  ol 
those  holdings  did  also  occur.  A  substantially  larger  part  of  total  reserves,  and  ol 
liquidity,  came  from  added  holdings  of  foreign  exchange,  which  over  this  dec- 
ade consisted  almost  entirely  of  dollars.  But  gold  and  foreign  exchange  to- 
gether (column  3)  still  only  accounted  for  but  slightly  more  than  one-half  of 
the  total  growth  in  liquidity  shown  in  column  19.  Actually,  the  other  forms 
of  additions  to  reserves,  mainly  reflecting  the  fact  that  IMF  quotas  were  in- 
creased about  midway  in  this  decade,  provided  more  than  $3  billion  of  the  total 
change  in  reserves,  representing  roughly  half  as  much  as  the  growth  of  gold 
itself  as  a  component  of  total  reserves. 

Some  $10  billion,  or  a  little  more  than  one-third  of  the  total  growth  in  liquid- 
ity, came  however,  from  credit  facilities  that  were  superimposed  upon  the  supply 
of  actual  reserves.  These  credit  facilities  divide  logically  into  two  kinds,  those 
which  have  been  fully  negotiated  and  are  available,  at  least  for  short-term  use, 
virtually  on  call,  and  the  others  which  would  be  available  only  on  the  basis  of 
some  further  negotiation,  although  all  necessary  legal  authorization  on  the  part 
of  any  countries  concerned  would  have  been  completed.  On  a  rough  basis,  as- 
sured arrangements,  mainly  in  the  form  of  agreed  swaps  that  were  not  actually 
in  use  at  the  end  of  1963,  accounted  for  about  one-third  of  the  increase  in  liquidity 
brought  about  through  credit  facilities,  and  credits  potentially  available  through 
the  International  Monetary  Fund,  although  still  subject  to  some  negotiation  if 
and  when  need  might  arise,  accounted  for  about  two-thirds  of  the  increase 
in  credit  facilities. 

It  is  against  the  background  of  this  pattern  of  evolution  in  the  development 
both  of  reserves  and  of  credit  facilities  over  the  past  decade  that  we  must  orient 
our  thinking  in  looking  ahead  toward  the  next  decade  and  beyond.  The  de- 
cisions taken  in  Tokyo  give  assurance  that  another  major  advance  in  the  supply 
of  credit  facilities  will  be  formally  approved  sometime  next  year,  as  increases 
aggregating  $4  billion  to  $5  billion  are  established  in  the  quotas  of  member 
countries  in  the  Fund.  Alongside  this  development,  the  arrangements  agreed 
upon  by  the  Group  of  Ten,  as  summarized  in  the  Ministerial  Statement,^  assure 
the  further  elaboration  and  use  of  bilateral  credit  facilities.  These,  joined  with 
whatever  modest  further  gains  may  occur  in  holdings  of  gold,  or  of  foreign  ex- 
change, assure  a  reasonable  adequacy  in  the  global  supply  of  liquidity,  and  in 
the  access  to  liquidity,  over  the  next  few  years. 

What  the  Fund  and  various  governments  will  be  studying,  however,  and  what 
we  want  to  encourage  in  the  financial,  business,  and  academic  communities, 
is  consideration  of  the  methods  that  might  be  appropriate,  if  we  reach  a  stage 
in  which  purposive  further  additions  are  to  be  made  in  owned  reserves ;  ad- 
ditions that  would  be  reflected  in  column  9  of  our  various  tables,  whether  or  not 
they  were  specifically  identified  with  the  items  embraced  in  any  of  the  pre- 
ceding columns  as  we  now  know  them. 

IV. 

The  creation  of  a  new  reserve  asset  depends  ultimately  upon  the  readiness  of 
the  monetary  authorities  of  various  countries  to  accept  a  claim  of  some  sort 
upon  other  countries  as  a  suitable  addition  to  their  own  reserves.    Much  of  the 


1  See  1964  annual  report,  exhibit  49. 
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reserve  asset  creation  thus  far  has  rested  upon  the  readiness  of  all,  or  at  any 
rate  most,  countries  to  accept  direct  claims  upon  the  reserve  currency  countries. 
Part,  too,  as  we  have  seen  in  reviewing  the  tables,  has  arisen  from  the  readiness 
of  Fmid  members  to  accept  claims  upon  the  Fund. 

There  are  not  at  present  any  other  individual  countries  who  are  willing  to 
accept  the  obligations  and  the  exposure  implied  by  serving  alone  as  a  reserve 
currency  country.  Nor  is  there  any  limited  group  of  countries  now  prepared  to 
act  together  to  function  in  a  manner  comparable  to  the  role  fulfilled  by  the  pres- 
ent reserve  currencies.  This  means,  so  long  as  these  national  attitudes  continue, 
that  any  different  form  of  reserve  asset  creation  in  the  future  will  probably 
have  to  occur  through  some  kind  of  an  international  institution. 

There  are  broadly  three  ways  in  which  this  further  evolution,  if  it  is  to  come 
about,  might  occur.  One  would  be  for  a  group  of  the  leading  industrialized 
countries  to  join  together  to  form  a  collective  or  composite  reserve  unit.  Various 
approaches  of  this  kind  have  been  suggested  during  the  course  of  the  Group  of 
Ten  discussions,  most  of  them  looking  to  the  Bank  for  International  Settlements 
to  serve  as  the  international  institution  at  the  center,  in  a  manner  somewhat 
comparable  to  the  role  it  performed  for  the  European  Payments  Union  that 
evolved  under  the  Marshall  Plan.  A  second  approach  would  rely  instead  upon 
the  International  Monetary  Fund,  permitting  strong  currency  countries  to  de- 
posit some  amount  of  their  currencies  with  the  Fund,  while  the  Fund  in  turn 
would  put  these  into  active  circulation  by  making  investments  for  its  own  ac- 
count, for  example,  through  purchasing  bonds  of  the  International  Bank.  A 
third  approach,  also  centered  upon  the  IMF,  would  give  more  explicit  recognition 
as  international  reserve  assets  to  the  gold  tranche  and  super  gold  tranche  claims 
to  which  I  have  already  referred  in  describing  the  tables. 

Perhaps  now  we  can  glance  somewhat  more  closely  at  each  of  the  three  ap- 
proaches, recognizing  that  there  are  many  variants  of  each  and  that  adequate 
examination  will  require  months  and  years,  rather  than  a  few  minutes. 

Composite  or  Collective  Reserve  Unit 

The  proponents  of  this  approach  regard  it  as  a  convenient  form  for,  in  effect, 
multilateralizing  and  making  permanent  some  part  of  the  money  creation  po- 
tential that  is  inherent  in  swap  arrangements.  Working  through  the  BIS  as  a 
central  clearing  house,  participating  countries  could  deposit  agreed  amounts  of 
their  own  currencies  in  a  common  pool  and  receive  initially  an  equal  amount  of 
claims  on  the  common  pool.  Or,  conceivably,  countries  could  deposit  some  part 
of  their  own  existing  holdings  of  gold  with  the  BIS  and  receive  claims  on  the 
resulting  pool.  In  effect,  each  would  be  making  entries  on  the  books  of  its  own 
monetary  authority  quite  similar  to  those  it  makes  in  the  case  of  any  activated 
swap.  In  this  case,  it  would  give  up  some  of  its  own  currency  and  receive,  in- 
stead of  a  specific  claim  on  another  currency,  a  generalized  claim  on  all  cur- 
rencies being  deposited  in  the  pool. 

Each  of  the  countries  participating  in  the  pool  would  then  presumably  un- 
dertake, when  in  surplus,  to  accept  such  claims  in  settlement  of  its  net  balance- 
of -payments  gains  vis-a-vis  the  other  participating  countries,  or  to  pay  out  such 
claims  when  in  deficit.  The  actual  procedures  for  settlement,  and  the  equally 
important  procedures  for  determining  the  amount  of  such  pooled  claims  to  be 
created,  could,  according  to  the  proponents  of  this  approach,  be  resolved  in  var- 
ious ways.  But  when  one  attempts  to  begin  to  transcribe  this  appealingly  simple 
concept  into  specific  procedures,  several  serious  problems  begin  to  appear. 

First,  of  course,  there  is  the  necessity  of  deciding  which  countries  may  be 
included  in  a  select  group  of  this  kind.  That  also  means  determining,  and 
agreeing  upon,  the  criteria  which  would  permit  the  addition  of  other  countries, 
or  require  the  exclusion  of  some,  at  a  later  time.  Perhaps  even  more  trouble- 
some, doubts  begin  to  arise  concerning  each  other's  internal  policies,  if  countries 
are  to  be  mutually  dependent  upon  each  other  for  the  creation  of  an  important 
part  of  their  own  primary  reserves.  Some  may  see  a  mutual  interest  in  de- 
termining the  relationship  that  should  prevail  between  each  country's  holdings 
of  reserves  in  the  common  pool  and  its  own  creation  of  internal  credit.  Perhaps 
such  questions  can  be  resolved  without  an  impairment  of  sovereignty  that  would 
exceed  realistic  possibilities,  but,  even  then,  it  seems  already  agreed,  some  as- 
pects of  the  decision-making  process  would  very  likely  have  to  depend  upon  a 
unanimous  vote  of   the   participating   countries.     There   would,   for   example, 
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probably  have  to  be  unanimous  agreement  on  the  total  amount  of  Collective 
Reserve  Units  (CRU's)  to  be  created  and  upon  the  shares  that  each  country  would 
have  in  the  initial  total  of  created  assets.  Similar  agreement  as  to  total  and 
shares  would  appear  to  be  needed  whenever  any  subsequent  increases  might 
occur. 

A  second  requirement  that  has  been  considered  essential  by  many  proponents 
is  that,  once  issued,  the  holdings  of  the  composite  reserve  unit  should  have  a 
fixed  relationship  to  the  gold  holdings  of  each  of  the  participants.  To  be  sure, 
a  transition  period  would  be  contemplated,  pending  some  further  substantial 
redistribution  of  gold  holdings  among  the  participating  countries.  But  from  the 
very  beginning,  the  transfers  related  to  net  current  settlements  among  the  par- 
ticipants would  be  made,  so  it  is  proposed,  by  payment  or  receipt  of  CRU's  and 
gold  in  a  fixed  ratio.  The  ratio  would  be  determined  by  the  proportion  which 
the  total  gold  holdings  of  all  participating  countries  would  bear  to  the  total  of 
CRU's  in  existence. 

If  the  CRU  were  to  have  been  created  at  the  end  of  1963,  for  example,  by  the 
Group  of  Ten  countries  plus  Switzerland,  their  combined  gold  holdings,  as  shown 
in  column  1  of  table  I,  were  approaching  $35  billion.  If  the  group  decided  to 
begin  by  creating  $1  billion  equivalent  of  CRU's,  then  all  net  settlements  among 
members  of  the  group  would  proceed  on  the  basis  of  $35  of  gold  and  $1  of  CRU 
claims.  The  United  States  in  these  circumstances  would  have  to  make  net  pay- 
ments to  any  of  the  other  countries,  in  this  ratio,  not  only  as  a  result  of  the  direct 
balance-of-payments  relations  between  the  United  States  and  that  country,  but 
also  refiecting  the  net  use  of  dollars  by  all  other  countries  in  the  world,  as  they 
employed  their  dollar  holdings  to  settle  balances  which  they  owed  to  any  of  the 
other  members  of  the  group. 

A  third  requirement,  implied  by  what  I  have  already  said,  is  that  the  actual 
use  of  the  CRU's  would  be  necessarily  limited  to  members  of  the  participating 
group.  There  would  thus  be  no  assurance  that  the  aggregate  of  liquidity  avail- 
able to  all  other  countries  would  remain  adequate,  merely  because  certain  large 
countries  at  the  center  of  the  system  were  assuring  an  adequate  volume  of  re- 
serves for  themselves.  Nor  could  it  be  certain,  given  the  apparent  dependence 
upon  a  unanimity  rule,  that  even  the  supply  of  CRU's  would  be  increased  ade- 
quately over  time. 

In  effect,  the  present  system  which  operates  through  a  series  of  checks  and 
balances,  as  countries  acquire  more  of  a  particular  kind  of  reserve  asset  than 
they  might  wish  to  hold,  would  be  replaced  by  one  clearly  dependent  upon  a  speci- 
fied voting  arrangement.  There  would  be  both  the  logic  and  the  rigidity  of 
clear-cut,  voted  decisions.  One  serious  question  is  whether  a  monetary  system, 
dependent  both  upon  usage  and  upon  confidence,  and  serving  variable  needs 
which  have  always  in  the  past  required  the  element  of  flexibility  inherent  in  the 
relationship  between  money  creation  and  credit  extension,  can  be  reduced  entirely 
to  a  voting  system,  even  if  one  could  be  devised  without  a  unanimity  requirement. 

The  countries  that  see  a  need  for  global  constriction  of  reserves  should  be  able 
to  exert  a  clear  influence  upon  the  result,  but  one  may  question  whether  they 
individually  or  as  a  group  should  be  able  to  exercise  a  full  veto  upon  the  views 
and  needs  of  the  countries  which  see  scope  for  expansion.  There  might  instead 
be  a  serious  risk  that  countries  in  balance-of-payments  surplus  should,  when 
their  surpluses  have  continued  long  or  become  large,  rely  mainly  upon  their 
power  to  limit  the  world's  money  supply  in  order  to  try  to  achieve  balance, 
rather  than  fvilly  reexamining  their  potential  for  additional  imports,  for  example, 
or  for  making  capital  exports.  In  such  circumstances,  any  other  advancing 
countries  might  suffer  severe  constraint  or  hardship,  perhaps  unnecessarily. 
There  is,  therefore,  inherent  in  reliance  upon  a  single  definitive  scheme,  such  as 
the  CRU,  the  risk  of  placing  too  much  dependence  for  the  future  upon  precise 
control  over  the  international  money  supply,  a  risk  that  most  countries  have 
long  since  learned  to  avoid  in  handling  their  own  domestic  affairs.  At  home, 
most  countries  instead  attempt  now  to  influence  the  entire  spectrum  of  internal 
liquidity,  and  rely  in  fact  upon  the  self -enforcing  restraints  of  the  credit-granting 
process. 

I  mention  these  risks  frankly,  and  argumentatively,  because  that  is  the  way 
to  full  and  fruitful  examination.  I  do  not  wish  to  imply  that  I,  or  anyone  in 
the  U.S.  Government,  considers  the  case  for  the  CRU  closed.  I  do  think  the 
necessary  evaluation  would  be  less  than  complete  if  questions  of  this  kind 
could  not  be  resolved  before  any  future  step  toward  a  CRU  were  seriously 
considered. 
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Deposits  and  investments  through  the  International  Monetary  Fund 

One  possible  way  around  some  of  the  difficulties  just  mentioned  would  be  to 
establish  a  much  looser  arrangement,  through  which  individual  strong  countries 
whose  currencies  are  used  by  the  Fund — subject  to  general  conditions  agreed 
upon  by  all  members  of  the  International  Monetary  Fund — could  help  further 
to  satisfy  the  liquidity  requirements  of  the  international  community.  This  might 
be  for  particular  countries  to  make  voluntary  deposits  of  their  own  currency 
with  the  Fund  (or  alternatively,  the  Fund  itself  might  borrow  from  such 
countries  in  their  own  currencies).  Such  deposits  would  be  above  the  amounts 
of  their  currency  required  for  their  own  quotas.  The  country  could  be  given 
drawing  rights  comparable  to  those  of  the  super  gold  tranche  as  "consideration" 
for  the  deposit,  in  accordance  with  the  conditions  agreed  upon. 

The  additional  resources  thus  obtained  might,  of  course,  be  held  by  the  Fund 
for  use  in  meeting  regular  drawing  requests.  If  this  method  should  not  prove 
sufficient  to  assure  adequate  liquidity  for  the  rest  of  the  v/orld,  at  least  in  the 
form  of  owned  reserves,  the  Fund  might  use  these  deposits  of  currencies,  accord- 
ing to  some  agreed  criteria,  for  making  investments.  The  investments  might 
flow  to  the  assistance  of  many  of  the  less-developed  countries  if  the  Fund  were 
to  purchase  obligations,  say,  of  the  IBRD,  which  might  perhaps  in  turn  make 
some  of  its  resources  available  to  the  International  Development  Association. 
Or  another  possibility,  subject  to  a  greater  degree  both  of  credit  risk  and  of 
difficulty  in  allocation  among  countries,  would  be  for  the  Fund  to  invest  directly 
in  the  securities  of  certain  countries,  possibly  countries  with  well-established 
securities  markets. 

There  are,  to  be  sure,  serious  risks  on  both  sides  of  this  suggestion,  that  is,  both 
in  terms  of  the  deposit  or  similar  borrowing  arrangements  and  in  terms  of  the  in- 
vestment possibilities.  Agreement  on  criteria,  and  the  necessity  for  periodic 
review  and  revision  of  the  criteria,  might  also  become  an  exercise  in  futility, 
leading  to  a  stalemate  or  contraction  in  the  supply  of  actually  available  liquid 
resources.  Moreover,  on  the  depositing  side,  great  care  would  be  needed  to  avoid 
making  the  deposits  so  attractive  as  to  discourage  efforts  of  surplus  countries 
to  bring  their  international  accoimts  into  balance  or  to  deter  member  countries 
from  accepting  actual  quota  increases  of  an  appropriate  amount,  such  as  the 
occasion  of  the  regularly  scheduled  quinquennial  Fund  quota  reviews.  On  the 
investment  side,  questions  would  certainly  be  raised  as  to  the  liquidity  of  the 
Fund  itself,  if  it  added  potential  short-term  obligations,  available  virtually  on 
call,  while  acquiring  what  might  prove  to  be  relatively  illiquid  investments  of 
longer  term.  Moreover,  such  investments  are  likely  to  involve  a  greater  loss 
potential,  and  there  would  have  to  be  an  adequate  pi'ovision  for  this  problem,  if  its 
new  ventures  were  not  to  undermine  the  prestige  it  has  thus  far  attained  as  the 
responsible  and  reliable  center  of  the  world's  monetary  system. 

These  are  only  a  few  of  the  risks.  I  have  not  even  begim  to  mention  the 
difficulties  that  would  be  encountered  in  establishing  criteria.  Nonetheless,  I 
would  no  more  wish  to  imply  that  these  approaches  should  be  dismissed  than 
I  would  wish  to  suggest  that  the  CRU  no  longer  deserves  careful  attention  and 
examination. 

Creating  reserves  through  existing  Fund  facilities 

Whether  or  not  either  of  the  two  preceding  approaches  proved  practicable 
at  some  stage  in  the  future,  it  is  probably  fair  to  say  that  any  approach  through 
the  Monetary  Fund  is  less  likely  than  an  entirely  separate  new  entity  to  cause 
a  divisive  fragmentation  among  the  monetary  authorities  of  the  various  countries 
of  the  world.  Action  through  the  Fund  is  probably  also  much  more  likely  to 
build  upon,  rather  than  to  supplant,  the  existing  currency  and  credit  facilities 
in  use  in  the  international  monetary  system  of  today.  That  is  an  important 
consideration  pointing  toward  a  third,  and  more  modest,  possibility  for  intro- 
ducing an  additional  element  of  reserve  asset  creation  into  the  system.  For  this 
third  possibility  would  build  entirely  on  existing  arrangements  with  a  minimum 
of  change  and  a  maximum  of  continued  reliance  for  settlement  among  countries 
through  transactions  in  the  actual  currencies  used  in  foreign  exchange  trading 
among  the  nationals  of  these  countries.  This  third  approach  would  simply  be  to 
make  explicit  a  fuller  reliance  upon  gold  tranche  rights  as  an  actual  part  of  the 
owned  reserves  of  member  countries  of  the  Fund. 
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As  I  attempted  to  explain  when  we  were  looking  at  the  tables,  the  so-called 
super  gold  tranche  is  already  the  result  of  a  form  of  reserve  asset  creation, 
though  we  have  all  become  familiar  with  its  operation  without  many  of  us 
appreciating  that  reserve  assets  were  actually  being  created.  The  monetary 
authorities  of  the  United  States,  to  be  sure,  have  realized  for  some  time  that 
they  had  acquired  $1.3  billion  of  a  "hidden  reserve"  when  other  countries  in  the 
earlier  postwar  years  drew  that  amount  of  dollars  on  balance  from  the  Fund. 
And  up  through  1962,  as  we  encountered  heavy  deficits,  we  financed  a  significant 
part  of  them  through  the  use  of  that  $1.3  billion  as  other  countries  made  repay- 
ments to  the  Fund  in  dollars  which  might  otherwise  have  remained  outstanding 
as  added  liquid  claims  upon  us,  or  perhaps  have  been  used  by  receiving  central 
banks  to  exercise  their  rightful  claim  to  purchase  gold  from  our  monetary  stocks. 

Italy  experienced  the  same  usefulness  of  the  super  gold  tranche  when,  as  a 
part  of  its  balance-of-payments  financing  earlier  this  year,  a  substantial  part  of 
the  amount  it  drew  from  the  Fund  did  not  have  to  be  repaid.  For  Italy's  super 
gold  tranche  claim  represented  merely  a  taking  back,  for  its  own  use,  of  re- 
sources that  had  already  been  put  into  the  Fund  when,  in  earlier  years,  other 
countries  made  drawings  of  lire  from  the  Fund. 

What  may  develop,  then,  over  the  years  as  more  of  the  countries  with  usable 
currencies  acquire  larger  quotas  in  the  Fund,  is  that  more  of  such  countries, 
more  of  the  time,  will  hold  super  gold  tranche  drawing  rights  in  the  Fund. 
These  will  represent  additional  highly  liquid  and  fully  transferable  primary 
reserve  assets  from  the  point  of  view  of  the  originating  country.  To  those 
countries  which  have  drawn  these  currencies  from  the  Fund,  they  will  represent 
foreign  exchange  holdings  acquired  on  a  borrowed  basis,  for  use  in  meeting  some 
of  the  swings  in  their  balance-of-payments  requirements  for  which  liquidity  of 
some  kind  had  to  be  obtained.  For  this  kind  of  expansion  in  reserve  assets, 
nothing  is  needed  save  additional  reliance  upon  the  Fund  and  a  relatively  steady 
increase  in  the  quotas  of  countries  whose  currencies  can  be  used  in  Fund 
drawings. 

But  there  is  another  way  in  which  gold  tranche  claims  can  also  be  increased. 
It  would  be  relatively  simple,  whenever  the  time  seemed  appropriate,  to  permit 
countries  to  pay  all  or  a  part  of  their  gold  subscriptions,  in  connection  with  a 
quota  increase,  through  giving  the  Fund  a  callable  claim  on  gold.  Such  a  Fund 
claim  on  callable  gold,  corresponding  to  the  customary  business  practice  of 
subscribing  capital  that  is  not  fully  paid  in,  could  be  exercised  by  the  Fund  in 
accordance  with  agreed  voting  procedures.  The  right  of  making  payment  in 
whole  or  in  part  through  gold  certificates  could  be  granted  to  countries  according 
to  agreed  criteria  of  reasonable  acceptability. 

But  before  I  get  carried  away  with  this  particular  version  of  the  money- 
creating  process,  it  is  important  to  note  that  this,  as  any  other  form  of  money 
creation,  can  be  possible  only  if  it  proceeds  under  arrangements  and  policies  that 
will  sustain  confidence  in  the  bank  itself  and  in  the  currency  which  it  issues :  in 
this  case  the  Monetary  Fund  and  claims  upon  it.  There  are  obvious  and 
dangerous  risks  that  would  have  to  be  provided  against  in  the  instituting  of  any 
arrangement  of  this  kind.  Agreed  standards  of  eligibility  for  making  payment 
in  this  form,  and  procedures  for  determining  the  Fund's  need  for  calling  up  the 
gold,  could  become  the  subject  of  extensive  and  difficult  negotiation.  But,  of 
course,  there  are  risks  of  the  same  type  in  any  effort  to  introduce  a  new  method, 
beyond  those  methods  with  which  the  financial  community  is  already  fully 
familiar,  for  adding  to  the  supply  of  created  reserves  that  serves  the  international 
monetary  system.  The  fundamental  decision  that  will  have  to  be  taken,  when  the 
time  is  reached  for  actual  consideration  of  such  possibilities,  is  whether  the  gain, 
from  following  any  of  these  possible  lines,  is  worth  the  risk. 

I  have  not  today  tried  to  face  this  final  question.  I  am  convinced  that  the 
students  and  the  practitioners  of  international  monetary  finance  will  be  greatly 
benefited  by  a  thorough  and  extensive  international  debate  on  the  pros  and  cons 
of  proposals  of  the  kind  I  have  so  briefly  outlined  today.  Whether  then  to 
follow  any  variant  of  any  of  these  approaches,  and  if  so,  when,  can  be  best 
debated  after  much  more  progress  has  been  made  in  sorting  out  the  issues 
inherent  in  the  various  approaches  themselves. 
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Exhibit  43. — Remarks  by  Under  Secretary  of  the  Treasury  for  Monetary  Affairs 
Deming,  April  29,  1965,  at  the  Ohio  State  University,  in  connection  with 
"Distinguished  Lectures  in  Monetary  Policy" 

Fifteen  days  ago,  the  Prime  Minister  of  Great  Britain,  Mr.  Harold  Wilson, 
devoted  a  section  of  his  major  public  speech  in  New  York  to  consideration  of 
international  liquidity.  He  took  the  view  that  the  world  should  push  fonvard 
promptly  in  comprehensive  planning  to  avoid  a  liquidity  squeeze  which  might 
result  from  the  disappeurauee  of  the  U.S.  balauce-of-payuients  deficit. 

Some  weeks  ago,  President  de  Gaulle  suggested  that  the  world  should  return 
to  a  gold  standard  system,  and  Mr.  Jacques  Rueff,  a  well-known  French  econ- 
omist, has  recently  proposed  the  same  course  of  action,  with  the  additional 
suggestion  that  the  price  of  gold  be  doubled  in  order  that  reversion  to  a  gold 
standard  system  might  take  place  without  drastic  deflationary  consequences  for 
the  world  economy. 

The  President  of  the  German  Bundesbank,  Karl  Blessing,  recently  endorsed 
the  present  international  monetary  system  but  suggested  the  possible  desirability 
of  standardizing  the  composition  of  national  reserves  by  agreeing  on  an  appro- 
priate ratio  between  holdings  of  gold  and  reserve  currencies. 

Former  Secretai-y  of  the  Treasury  Douglas  Dillon  in  his  last  press  conference 
suggested  that  one  of  the  major  questions  with  which  his  successor  would  have 
to  wrestle  would  be  that  of  the  future  adequacy  of  world  liquidity.  Secretary 
Fowler  has  agreed  "that  the  greatest  challenge  in  this  area  is  to  work  out  a 
steadily  improving  international  monetary  system  so  as  to  facilitate  a  continuing 
expansion  of  trade  and  economic  development  in  the  free  world." 

The  U.S.  position  with  respect  to  the  liquidity  issue  has  been  made  very  clear 
by  President  Johnson,  who  said  in  his  Message  to  Congress  on  the  Balance  of 
Payments : 

"The  measures  I  have  proposed  in  this  message  will  hasten  our  progress  toward 
international  balance  without  damage  to  our  security  abroad  or  our  prosperity 
at  home.  But  our  international  monetary  responsibilities  will  not  end  with  our 
deficit.  Healthy  growth  of  the  free  world  economy  requires  orderly  but  con- 
tinuing expansion  of  the  world's  monetary  reserves. 

"During  the  past  decade,  our  deficits  have  helped  meet  that  need.  The  flow 
of  deficit  dollars  into  foreign  central  banks  has  made  up  about  half  of  the  increase 
in  free  woi'ld  reserves.  As  we  eliminate  that  flow,  a  shortage  of  reserves  could 
emerge.  We  need  to  continue  our  work  on  the  development  of  supplementary 
sources  of  reserves  to  head  oif  that  threat. 

"We  must  press  forward  with  our  studies  and  beyond,  to  action — evolving 
arrangements  which  will  continue  to  meet  the  needs  of  a  fast  growing  world 
economy.  Unless  we  make  timely  progress,  international  monetary  difl3culties 
will  exercise  a  stubborn  and  increasingly  frustrating  drag  on  our  policies  for 
prosperity  and  progress  at  home  and  throughout  the  world." 

Today  I  would  like  to  discuss  with  you  just  what  it  is  that  all  of  these  dis- 
tinguished people  are  talking  about  and  why  there  is  this  general  and  widespread 
interest  in  international  liquidity. 

We  might  start  with  a  very  simple  statement  as  to  the  purpose  of  international 
reserves.  Their  primary  purpose  is  to  permit  a  country  to  ride  through  any 
balance-of-payments  deficit  while  making  an  orderly  adjustment  of  its  inter- 
national and  domestic  policies  to  restore  balance-of-payments  equilibrium.  In 
this,  the  purpose  of  international  reserves  is  very  similar  to  the  purpose  of 
individuals  and  businesses  in  setting  aside  and  holding  liquid  assets  for  an 
emergency.  A  complication  with  which  I  shall  not  deal  today  is  that  inter- 
national reserves  in  many  countries  play  an  additional  role  as  partial  determi- 
nants of  the  domestic  money  supply. 

International  reserves,  of  course,  are  not  held  in  the  same  form  as  the  reserves 
of  a  private  business.  The  traditional  reserves  of  nations  are  gold  and  reserve 
currencies.  A  reserve  currency,  if  you  will  excuse  the  tautology,  is  a  currency 
which,  by  general  agreement,  nations  are  prepared  to  hold  in  their  reserves. 
The  dollar  is  today  the  major  reserve  currency.  The  pound  sterling  is  held 
rather  widely,  particularly  by  sterling  area  countries,  and  the  French  franc  is 
regarded  as  a  reserve  currency  in  some  parts  of  Africa.  Each  nation  makes  its 
own  decision  as  to  what  it  will  regard  as  a  reserve  currency.  It  bases  its  deci- 
sion on  the  extent  to  which  that  currency  can  be  widely  used  in  international 
transactions,  the  confidence  it  has  in  the  stability  of  that  currency  in  terms  of 
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gold  and  in  terms  of  goods,  and  the  ease  with  which  it  may  invest  and  disinvest 
both  its  working  balances  and  additional  holdings  of  the  currency  in  question. 

The  status  of  the  dollar  as  a  reserve  currency  developed  over  the  years,  par- 
ticularly since  the  Second  World  War,  from  the  voluntary  decision  of  many 
countries  that  this  was  the  currency  which  best  met  their  needs  as  a  reserve 
asset.  The  reserve  currency  status  of  the  dollar  is  greatly  buttressed  by  the 
fact  that  the  United  States  is  the  only  country  which  stands  ready  to  deliver 
gold  at  the  fixed  price  of  $35  an  ounce  to  foreign  monetary  authorities  upon 
request. 

But  international  liquidity  has  broader  dimensions  than  gold  and  reserve 
currencies.  When  representatives  of  the  Group  of  Ten  leading  industrial  coun- 
tries began  a  couple  of  years  ago  to  study  what  has  come  to  be  called  the  "liquidity 
problem,"  they  placed  emphasis  upon  a  broad  liquidity  spectrum  which  shaded 
from  owned  reserves  through  certain  credit  availabilities. 

It  w^as  agreed  that  the  first  additional  asset  to  be  included  in  the  broader 
liquidity  concept  should  be  the  "gold  tranche"  position  of  member  countries  in 
the  International  Monetary  Fund.  The  International  Monetary  Fund  has  102 
member  countries,  and  each  of  these  has  a  borrowing  quota  for  which  it  has 
paid  one-quarter  in  gold  and  three-quarters  in  its  own  national  currency.  As  a 
result,  one-quarter  of  its  drawing  or  borrowing  rights  in  the  Fund  are  referred 
to  as  its  "gold  tranche"  rights.  Any  member  country  is  entitled  to  borrow  from 
the  Fund,  virtually  without  question,  any  currency  it  may  need  up  to  the  amount 
of  its  gold  tranche  position.  There  is  genei-al  agreement,  accordingly,  that  the 
aggregate  of  gold  tranche  positions  in  the  Fund,  amounting  to  approximately 
$1:  billion,  should  appropriately  be  considered  an  element  in  international  liquid- 
ity. I  might  mention  parenthetically  that  such  gold  tranche  positions  will  be 
increased  to  $5  billion  when  the  25-percent  increase  in  Fund  quotas  now  under 
way  has  been  completed. 

There  are  other  foiins  of  international  credit  about  as  liquid  as  gold  tranche 
positions  in  the  Fund.  In  the  last  four  or  five  years,  a  netwoi-k  of  short-term 
credit  facilities  has  been  created  among  monetary  authorities  and  central  banks 
of  the  highly  industralized  countries.  These  are  generally  referred  to  as  "swap" 
lines.  They  consist  of  agreements  that  the  authorities  of  one  country  will  make 
its  currency  available  to  its  swap  partners  up  to  agreed  amounts,  usually  for  an 
initial  pei'iod  of  90  days.  If,  for  example,  Italy  should  find  itself  in  need  of 
dollar  currency,  it  could  deposit  lire  to  the  account  of  the  Federal  Resei-ve  System 
and  the  Federal  Reserve  System  would  deposit  an  equivalent  sum  in  dollars  to 
the  credit  of  the  Italian  authorities.  These  agreements  represent  a  highly  liquid 
asset  for  the  countries  concerned.  Swap  lines  can  be  activated  on  only  a  few 
hours'  notice,  and  many  of  them  have  been  so  activated  throughout  the  network 
in  many  directions  in  recent  years.  The  total  of  swap  agreements  at  the  present 
time  throughout  the  network  amounts  to  more  than  $2i/^  billion. 

Another  substantial  element  in  international  liquidity  is  represented  by  special 
Government  bonds  which  the  United  States  has  issued  to  certain  of  its  creditors 
in  recent  years  to  help  finance  the  U.S.  balance-of-payments  deficit.  These  may 
be  denominated  in  the  currency  of  the  holder  and  are  convertible  at  short  notice 
by  the  holders  into  cash.  Foreign  currency  bonds  now  outstanding  amount  to 
$1.1  billion.  Foreign  monetary  authorities  holding  these  bonds  regard  them 
either  as  part  of  their  reserve  assets  or  as  an  asset  similar  to  reserves. 

In  considering  international  liquidity,  it  is  also  appropriate  to  take  into 
account  the  availability  of  credit  from  the  International  Monetary  Fund  beyond 
the  gold  tranche  positions.  As  I  have  said,  one-quarter  of  a  counti-y's  quota 
represents  its  gold  tranche ;  three-quarters  represents  its  drawing  rights  beyond 
the  gold  tranche.  These  borrowing  rights  are  not  so  automatic  as  gold  tranche 
drawing  rights  and,  hence,  not  so  highly  liquid.  Consequently,  they  are  not 
generally  regarded  as  reserves.  However,  they  ai-e  available  in  accordance  with 
well  understood  standards  and  have  been  widely  used  for  many  years.  They 
represent  an  important  element  in  total  international  liquidity. 

The  report^  of  the  Deputies  of  the  Group  of  Ten,  released  in  August  of  last 
year,  following  their  study,  brought  out  several  interesting  points  relative  to  the 
growth  of  international  liquidity,  as  the  report  defined  it,  during  the  10  years 
from  1954-63.  As  noted,  they  dealt  with  international  liquidity  as  being  a 
spectrum  divided  into  two  broad  categories:  "reserves"  and  "credit  facilities." 


^  See  1964  annual  report,  exhibit  49. 
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The  dividing  line  between  these  two  closely  related  classifications  was  fixed  in 
this  manner.  Credit  availabilities  that  had  not  been  utilized  were,  broadly 
speaking,  treated  as  credit  facilities,  and  these  might  be  available  to  potential 
deficit  countries  in  the  future,  subject  to  individual  credit  arrangements.  Re- 
serve assets  represented  the  claims  of  creditor  countries  that  had  been  estab- 
lished by  the  extensions  of  credit  to  others  in  the  past  on  their  part,  through  the 
International  Monetary  Fund  or  directly,  and  that  could  readily  be  mobilized 
for  their  own  use  in  case  they,  in  their  turn,  needed  foreign  exchange  resources. 
This  latter  category  included  also  the  gold  tranche  claims  on  the  Fund  acquired 
by  past  subscriptions  of  gold  to  the  IMF. 

During  the  10-year  period,  the  reserves  of  all  the  countries  in  the  free  world 
rose  about  $17  billion  or  nearly  a  third.  Gold  accounted  for  nearly  $6  billion. 
Foreign  exchange,  principally  in  the  form  of  dollars  and  sterling,  rose  nearly 
$8  billion,  and  $3  billion  was  contributed  by  increased  claims  on  the  Fund  and 
by  the  use  of  bilateral  credit  facilities. 

You  will  note  that  only  about  a  third  of  the  total  addition  to  reserves,  defined 
broadly  to  include  the  reserve  assets  noted,  was  provided  by  gold.  At  the  end 
of  10G3,  countries  held  in  their  reserves  about  $40  billion  in  gold  or  about  57  per- 
cent of  the  total  reserves  of  $70  billion.  Twenty-five  billion  dollars  was  held 
in  the  form  of  foreign  exchange,  one-half  in  sterling,  and  one-half  in  dollars. 
These  foreign  exchange  holdings  were  oflicial  reserves  and  take  no  account  of 
some  $15  billion  in  liquid  assets  held  by  nonofficial  private  entities,  almost 
entirely  as  claims  in  dollars  or  sterling. 

Apart  from  the  global  picture,  it  is  useful  to  pause  a  moment  to  look  at  the 
regional  aspects  of  this  growth  in  reserves.  During  the  10-year  period,  the 
8  major  nonreserve  currency  countries  of  the  Group  of  Ten  and  Switzerland 
acquired  $18i/^  billion  of  reserve  assets,  or  $1%  billion  more  than  the  world  as  a 
whole.  This  group  of  countries  includes  the  major  part  of  a  persistent  surplus 
area  in  continental  Europe,  which  has  had  an  unexampled  prosperity  and  an 
unprecedentedly  strong  balance-of -payments  position.  Moreover,  this  group  of 
countries  acquired  nearly  $11  billion  in  gold,  nearly  twice  the  total  of  new  gold 
supplies  available  for  monetary  use  in  the  world  as  a  whole.  They  were  able 
to  do  so  through  a  substantial  redistribution  of  the  gold  reserves  of  the  United 
States. 

This  was  the  pattern  of  the  10  years  prior  to  the  study  undertaken  by  the 
Group  of  Ten  in  1964.  Against  this  pattern,  the  Ministers  and  Governors  con- 
cluded that,  '"For  the  international  monetary  system  as  a  whole,  supplies  of  gold 
and  reserve  currencies  are  fully  adequate  for  the  present  and  are  likely  to  be  for 
the  immediate  future.  These  reserves  are  supplemented  by  a  broad  range  of 
credit  facilities.  The  continuing  growth  of  world  trade  and  payments  is  likely 
to  entail  a  need  for  larger  international  liquidity.  This  need  may  be  met  by  an 
expansion  of  credit  facilities  and,  in  the  longer  run,  may  possibly  call  for  some 
new  form  of  reserve  asset." 

The  Ministers  and  Governors  of  the  Group  of  Ten  then  took  several  decisions 
looking  toward  the  future  of  the  monetary  system.  They  undertook  a  thorough 
study  of  the  measures  and  instruments  best  suited  for  avoiding  and  correcting 
large  and  persistent  international  imbalances,  compatibly  with  the  pursuit  of 
essential  internal  objectives.  They  recommended  a  procedure  for  "multilateral 
surveillance"  of  the  ways  and  means  of  financing  balance-of-payments  disequilib- 
ria.  Looking  further  into  the  future,  since  there  was  a  possibility  that  the  sup- 
ply of  gold  and  foreign  exchange  reserves  may  prove  to  be  inadequate  for  the 
overall  reserve  needs  of  the  world  economy,  they  authorized  a  study  group  to 
examine  various  proposals  regarding  the  creation  of  reserve  assets  either  through 
the  IMF  or  otherwise.  Finally,  they  agreed  that  they  would  support  a  moderate 
general  increase  in  quotas  of  the  IMF. 

It  might  be  asked  why  there  was  so  much  concern  regarding  the  future  of 
international  liquidity  when  reserves  had  increased  so  rapidly  in  the  previous 
10  years.  The  eight  members  of  the  Group  of  Ten  and  Switzerland  nearly  tripled 
their  reserves  during  the  10-year  period,  1954-63.  In  fact,  some  of  these  countries 
consider  that  the  growth  in  their  reseiwes  has  been  excessive  and  has  been  a 
contributing  factor  to  infiationary  pressures  on  the  European  Continent.  Thus, 
they  are  particularly  concerned  that  the  growth  in  reserves  not  be  excessive 
in  the  future,  as  a  result  of  continuing  deficits  in  the  U.S.  balance  of  payments. 

At  the  same  time,  they  join  with  the  United  States  in  recognizing  that  there 
may  be  conditions  in  the  future,  given  the  remarkably  vigorous  expansion  of 
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world  trade  and  investment,  wlien  annual  supplies  of  new  monetary  gold  would 
alone  be  insufficient  to  provide  an  adequate  secular  growth  in  reserves.  You 
will  recall  that  new  gold  supplied  only  about  one-third  of  the  10-year  growth 
in  reserve  assets. 

The  United  States  also  looks  forward  to  a  changing  situation ;  it  is  not  in  our 
interest  to  continue  substantial  balance-of-payments  deficits,  to  pay  out  increas- 
ing amounts  of  dollars  to  the  rest  of  the  world,  and  then  to  be  faced  with 
financing  a  substantial  part  of  that  deficit  in  gold  because  other  countries  no 
longer  wish  to  accumulate  important  amounts  of  dollars  in  their  reserves. 
There  is  certainly  no  fixed  or  absolute  level  or  ratio  of  our  short-term  dollar 
liabilities  to  our  gold  reserves.  But  officially  held  dollar  claims  of  a  liquid  char- 
acter are  now  just  about  equal  to  our  gold  reserves.  They  have  been  rising  for 
about  15  years,  and  rising  quite  sharply  since  1958.  It  is  quite  essential  that  we 
bring  this  long  series  Of  balance-of-payments  deficits  to  a  halt.  In  doing  so,  we 
will  also  stop  the  process  of  providing  gold  and  dollar  reserves  to  the  rest  of  the 
world. 

When  this  happens,  there  may  then  be  a  question  as  to  how  to  provide  supple- 
mentary reserves  in  some  form,  to  add  to  gold  and  the  existing  holdings  of  dollars 
and  sterling  exchange.  It  is,  in  my  view,  unrealistic  to  assume  that  the  world 
can  or  should  attempt  to  do  away  with  these  existing  foreign  exchange  holdings. 
The  gold  exchange  standard  in  itself  is  a  useful  and  meritorious  instrument.  'But 
at  the  same  time,  we  must  exercise  moderation  in  its  use,  and  realize  that  it  has 
been  overstrained  by  the  size  and  persistence  of  U.S.  deficits,  and  the  resulting 
supply  of  dollars. 

It  is  no  secret  that  some  European  countries  feel  that  the  long  continued 
deficit  of  the  United  States  has  been  at  best  made  possible  and  at  worst  en- 
couraged and  stimulated  by  the  ability  of  the  United  States  to  finance  a  very  sub- 
stantial portion  of  its  deficit  during  the  past  seven  years  by  paying  out  dollars 
that  have  been  added  to  foreign  reserves.  If  the  U.S.  deficit  had  been  settled  en- 
tirely in  gold,  they  assert,  the  United  States  would  have  taken  earlier  and  more 
rigorous  steps  to  bring  its  payments  into  equilibrium. 

Accordingly,  some  of  these  countries  are  prepared  to  argue  that  the  interna- 
tional monetary  system  at  the  present  time  is  experiencing  a  surplus  of  liquidity, 
not  a  shortage.  This  is  perhaps  the  basis  for  the  suggestion  of  General  de  Gaulle 
that  the  world  should  return  to  a  gold  standard  system.  A  return  to  a  gold 
standard  would  imply  a  sharp  curtailment  of  world  reserves  and  world  liquidity 
and  would  carry  the  threat  of  worldwide  deflation.  I  need  not,  for  this  audience, 
spell  out  the  detailed  mechanism  by  which  this  would  come  about.  I  mentioned 
Jacques  Rueff,  who  recently  expressed  his  support  for  a  return  to  the  gold  stand- 
ard in  public  statements  in  the  United  States.  Recognizing  that  this  alone  would 
create  dangerous  deflationary  pressures,  he  couples  his  proposal  with  the  sug- 
gestion that  the  price  of  gold  be  doubled  and  that  the  United  States  then  pay 
off  its  liquid  liabilities  to  foreign  central  banks  in  gold  at  the  new  price.  That 
would  mean  redeeming  some  $14.5  billion  of  dollar  reserves  of  foreign  official 
holders  at  a  rate  of  $70  for  an  ounce  of  gold  rather  than  the  existing  $35  per 
oiuice.  The  United  States  would  be  left  at  the  end  of  the  operation  with  gold 
reserves  near  the  present  level,  according  to  the  new  valuation,  and  would  have 
wiped  out  its  official  liabilities  to  foreign  monetary  authorities. 

Such  a  proposal  is  thoroughly  unacceptable  to  the  United  States.  It  combines 
the  proposal  that  the  world  once  again  accept  automatic  regulation  of  its  money 
supply  according  to  the  vagaries  of  world  gold  production  with  the  proposal  that 
the  implied  and  stated  commitments  of  the  gold  exchange  standard  be  repudiated 
to  the  advantage  of  a  few  and  the  disadvantage  of  many.  It  is  easy  to  see  how 
it  might  be  appealing  to  the  major  gold-producing  countries,  including  the  Union 
of  South  Africa  and  the  U.S.S.R.,  and  to  some  countries  holding  a  high  propor- 
tion of  their  reserves  in  gold.  It  would,  of  course,  be  discriminatory  against 
countries  which  have  kept  a  substantial  fraction  of  their  reserves  in  the  form  of 
reserve  currencies.  Our  commitment  to  maintain  the  fixed  parity  of  $35  an 
ounce  between  gold  and  dollars  is  basic  to  the  stability  of  the  world  monetary 
system.  President  Johnson  has  reiterated  our  unchanging  determination  to 
maintain  this  parity. 

We  share  fully,  however,  the  European  view  that  our  balance-of-payments 
deficit  should  be  promptly  corrected.  We  do  not  believe  that  the  existence  of 
the  present  monetary  system  has  weakened  our  resolve  to  eliminate  our  balance- 
of-payments  deficit.     We  have,  however,  insisted  that  the  deficit  be  eliminated 
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by  measures  which  would  have  a  minimum  impact  both  on  the  rate  of  economic 
growth  in  our  own  country  and  on  the  continued  economic  prosperity  of  the  rest 
of  the  free  world.  We  have  ruled  out  measures  which  would  have  denied  our 
responsibilities  in  defense  of  the  free  world  or  in  the  economic  development  of 
less-developed  countries,  and  we  have  done  so  in  the  interest  of  free  men  every- 
where. Our  deep  reluctance  to  adopt  more  restrictive  monetary  or  fiscal  policies 
at  home  has  derived  from  the  unshakable  conviction  that  a  strong  and  growing 
economy  in  the  United  States  is  a  prerequisite  both  to  lasting  correction  of  our 
balance'-of-payments  difficulties  and  to  continued  prosperity  in  the  Western 
World. 

I  shall  not  digress  at  any  length  to  review  the  extent  to  which  our  balance-of- 
payments  position  has,  in  fact,  been  strengthened  in  recent  years.  The  splendid 
record  of  price  stability  which  we  have  maintained  through  50  months  of  steady 
economic  growth  has  established  for  us  a  strong  competitive  position  in  world 
trade  and  our  trade  balance  is  highly  favorable.  We  have  reduced  the  balance-of- 
payments  impact  of  our  military  and  foreign  aid  operations  without  retreating 
from  our  commitments  in  these  areas.  More  recently,  measures  have  been  taken 
to  dampen  the  outflow  of  capital  from  the  United  States  by  means  of  the  voluntary 
cooperation  of  the  banking  system  and  the  business  community.  The  United 
States  will,  however,  continue  to  be  an  important  source  of  productive  capital. 

Before  I  resume  commenting  briefly  on  what  I  think  will  be  the  principal  issues 
to  be  decided  as  we  cooperate  in  working  out  arrangements  to  assure  that  ade- 
quate world  liquidity  will  be  maintained  when  our  deficit  has  been  corrected,  I 
should  acknowledge  that  there  is  a  school  of  thought — and  one  which  appears  to 
be  quite  strong  in  academic  circles — ^that  believes  in  solving  the  liquidity  problem 
not  by  increasing  liquidity  but  by  reducing  the  need  for  liquidity.  Members  of 
that  school  are  the  advocates  of  floating  exchange  rates.  They  hold  that  fixed  ex- 
change rates  alone  create  the  need  for  large  reserves.  More  importantly,  per- 
haps, they  feel  that  fixed  exchange  rates  constitute  a  restraining  influence  pre- 
venting individual  countries  from  following  domestic  policies  which  might  be 
deemed  appropriate  for  domestic  aims.  If  exchange  rates  were  free  to  move  up 
and  down  in  the  market,  a  balance-of-payments  deficit  would  be  reflected  in  a 
cheapening  of  the  country's  currency  rather  than  in  a  loss  of  reserves.  The 
cheapening  of  the  currency,  in  turn,  the  argument  runs,  would  bring  about  ad- 
justments in  the  trade  pattern,  lower  imports  and  higher  exports,  among  other 
changes,  which  would  restore  balance-of-payments  equilibrium.  No  country 
would  need  to  hold  large  reserves  and  each  country  could  choose  its  internal 
monetary  and  fiscal  policies  according  to  its  own  system  of  priorities  and  with- 
out regard  for  balance-of-payments  effects. 

I  am  not  going  to  try  to  argue  the  case  for  or  against  floating  rates.  I  would 
admit,  as  any  student  of  economics  will  admit,  that  the  theoretical  arguments 
for  floating  exchange  rates  can  be  presented  with  great  precision  and  appeal. 
Operation  of  the  system  in  a  world  of  imperfect  knowledge,  imperfect  govern- 
mental and  monetary  institutions,  and  conflicting  national  ambitions  and  policies 
would  be  something  else  again.  I  will  merely  express  the  opinion,  which  is 
shared  by  an  overwhelming  majority  of  commercial  and  financial  interests,  that 
such  a  system,  in  practice,  would  prove  extremely  disruptive  to  world  trade  and 
financial  transactions.  The  Ministers  and  Governors  of  the  Group  of  Ten  have 
ruled  out  consideration  of  any  such  system  and  the  Inteimational  Monetary  Fund 
has  operated  for  nearly  20  years  in  defense  of  a  regime  of  generally  fixed  ex- 
change rates,  with  individual  exchange  rate  adjustments  regarded  as  appropriate 
from  time  to  time  when  individual  countries  have  fallen  into  a  position  of  fun- 
damental disequilibrium. 

As  we  consider  possible  methods  for  assuring  adequate  liquidity  in  the  future, 
the  next  question  is  whether  some  new  type  of  asset  should  be  created  or  whether 
liquidity  needs  can  be  met  by  further  development  and  refinement  of  existing 
credit  mechanisms. 

On  the  credit  side,  agreement  has  already  been  reached,  in  principle,  on  a  25- 
percent  increase  in  International  Monetary  Fund  quotas.  I  say  "in  principle" 
because,  while  more  than  80  percent  of  the  membership  favored  the  increase,  each 
member  must  now  determine  for  itself,  in  accordance  with  its  own  legislative 
procedures,  whether  it  will  accept  its  appropriate  share  of  such  increase.  The 
U.S.  Administration  is  seeking  congressional  approval  for  an  increase  of  $1,035 
million  in  the  U.S.  quota.  The  House  of  Representatives  voted  favorably  on  this 
bill  on  Tuesday  of  this  week.     We  are  confident  that  the  total  of  aggregate  quotas 
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in  the  Fund  will  be  increased  from  about  $16  billion  to  about  $21  billion  when  this 
operation  has  been  completed.  That  will  provide  an  appreciable  addition  for 
international  liquidity  in  the  form  of  credit  facilities. 

The  most  intriguing  aspect  of  the  liquidity  question,  however,  doubtless  lies 
in  efforts  to  devise  a  new  type  of  reserve  asset.  I  mentioned  that  the  Deputies 
of  the  Group  of  Ten,  in  their  Report  to  Ministers,  announced  that  they  had  estab- 
lished a  "Study  Group  ou  the  Creation  of  Reserve  Assets"  to  study  the  problem 
which  its  name  implies.  The  Group  is  meeting  periodically.  It  is  expected  to 
present  to  the  Deputies  some  time  this  smumer  a  study  which  will  "assemble 
the  elements  necessary  for  evaluation  of  the  various  proposals"  which  have  been 
put  forward. 

I  cannot  speak  in  detail  about  the  work  of  this  Group.  But  its  terms  of 
reference  are  public  information.  The  Deputies  to  the  Group  of  Ten  spoke  of 
two  types  of  proposals :  "One,  the  introduction,  through  an  agreement  among 
the  member  countries  of  the  Group,  of  a  new  reserve  asset  which  would  be 
created  according  to  appraised  overall  needs  for  reserves ;  and  the  other  based 
on  the  acceptance  of  gold  tranche  or  similar  claims  on  the  (International  Mone- 
tary) Fund  as  a  form  of  international  asset,  the  volume  of  which  would,  if 
necessary,  be  enlarged  to  meet  an  agreed  need." 

Proposals  of  the  first  type  vary  substantially  in  detail.  Essentially,  however, 
these  schemes  provide  that  a  limited  group  of  countries,  by  depositing  their 
own  currencies  or  gold,  establish  a  central  pool  of  monetary  resources  which 
would  provide  the  backing  for  a  new  reserve  unit.  Members  would  receive  in 
exchange  for  their  respective  subscriptions  an  equal  value  of  reserve  units. 
These  would  represent  proportionate  claims  upon  the  aggregate  pool  of  resources 
and  these  claims  or  units  would  be  transferable  among  the  members  in  settle- 
ment of  surpluses  or  deficits.  The  reserve  unit  itself  would  be  held  or  used 
much  as  gold  is  now  held  in  reserves  or  used  in  international  settlements.  By 
agreement  among  the  members :  it  would  assume  the  nature  of  gold ;  it  would 
be  held  as  reserves ;  its  value  would  be  fixed  in  terms  of  gold ;  and,  its  acceptance 
by  any  member  would  be  automatic  according  to  stipulated  conditions. 

For  example,  some  pi'oposals  would  call  for  creation  of  a  limited  amount  of 
reserve  units  and  for  the  use  of  these  units  in  fixed  proportion  with  gold  in 
making  all  settlements  among  members.  The  economic  effect  would  be  little 
different  from  the  gold  standard  itself.  It  would  operate  like  the  gold  standard 
with  some  reseiwe  units  added.  Like  a  return  to  the  gold  standard,  itself,  it 
could  call  into  question  the  continuing  usefulness  of  reserve  currency  holdings 
and  would  probably  encourage  the  conversion  of  some  holdings  into  gold.  To 
the  extent  such  conversions  should  occur,  the  world  would  face  a  decline  in 
total  world  liquidity,  rather  than  an  increase. 

A  second  important  condition  would  be  that  dealing  with  the  manner  in  which 
decisions  would  be  made  for  increasing  or,  if  necessary,  decreasing  the  amount 
of  xinits  in  existence.  To  oversimplify,  it  would  be  in  the  apparent  interest  of 
creditor  countries  to  resist — and  of  debtor  countries  to  favor — the  creation  of 
additional  units.  If  new  issues  were  to  be  subject  to  a  unanimous  agreement, 
which  is  to  say  if  any  country  could  veto  an  expansion  or  a  contraction,  it  would 
hardly  be  accurate  to  say  that  decisions  regarding  the  adequacy  of  international 
liquidity  had  been  placed  under  international  control  in  any  meaningful  way. 

The  importancr  of  the  conditions  which  might  govern  creation  of  new  assets 
would  be  no  less  if  new  reserve  assets  should  be  created  in  the  International 
Monetary  Fund.  Proposals  of  this  type  call  for  creation  of  claims  on  the  Fund 
that  can  be  drawn  upon  at  will  to  meet  balance-of-payments  deficits.  For  exam- 
ple, automatic  drawing  rights  cotild  be  accorded  against  some  part  of  the  existing 
credit  tranches  in  the  Fund.  Another  proposal,  is  that  the  Fund  might  be  author- 
ized to  invest  some  of  its  holdings  of  currencies  in  member  countries,  thereby 
providing  those  countries  with  assets  usable  internationally. 

Again,  a  number  of  questions  would  have  to  be  considered.  Would  operation 
of  the  normal  weighted  voting  procedures  in  the  Fund  serve  the  interests  of 
creditor  and  debtor  countries  equitably?  Should  reserve  assets  be  created  for 
all  coimtries  or  for  only  those  countries  that  might  be  expected  to  be  in  both 
surplus  and  deficit  over  a  period  of  years? 

However  additional  reserves  are  created,  their  use  implies  a  credit  operation. 
The  original  creation  could  take  the  form  for  each  participating  country  of  an 
equal  increase  in  its  liabilities  and  in  its  a.ssets,  the  latter  becoming,  by  terms  of 
the  agreement,  an  international  reserve  asset.    There  would  be  no  real  economic 
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impact  at  this  stage.  But  as  soon  as  tlie  newly-created  asset  or  unit  began  to 
be  used,  those  surplus  countries  which  accumulated  the  unit  would  be  extending 
credit  to  the  deficit  countries.  And  the  extension  of  credit  from  one  country 
to  another  reflects  the  transfer  of  real  assets.  The  surplus  country  foregoes 
present  consumption  in  exchange  for  higher  reserves,  or  for  future  potential 
consumption.  A  creditor  country  has,  of  course,  considerable  freedom  of  action 
in  controlling  the  credit  it  will  extend.  There  are  many  acceptable  ways  in 
which  a  balance-of -payments  surplus  can  be  reduced.  Study  of  the  adjustment 
process  to  determine  appropriate  policies  to  be  followed — both  by  deficit  countries 
to  correct  their  deficits  and  by  surplus  countries  to  reduce  tlieir  surpluses — is 
another  area  to  which  the  Group  of  Ten  is  giving  attention. 

With  respect  to  the  deficit  countries,  no  country  can  expect  to  receive  unlimited 
automatic  credit  from  its  trading  partners.  The  search  for  assurance  that  ade- 
quate international  liquidity  will  be  maintained  in  the  future  will  not  in  any 
sense  be  a  search  for  automatic  credit  for  persistent  debtors. 

I  have  mentioned  a  few  of  the  issues  connected  with  the  liquidity  discussions 
without  giving  any  clear  indication  of  what  the  answers  should  be.  The  answers 
must  await  continued  hard  study  and,  at  an  appropriate  stage,  perhaps  hard 
negotiations.  I  will  advance  only  three  questions  for  your  consideration  at 
this  time. 

First,  how  can  we  make  certain  that  any  new  scheme  will  be  entirely  com- 
patible with  the  evolution  of  the  existing  system?  This  will  require  that  nations 
should  not  be  penalized,  nor  benefited,  as  a  result  of  the  composition  of  their 
reserves,  when  and  if  some  new  liquidity  asset  is  developed. 

Secondly,  how  can  we  assure  that  any  new  system  will  increase  and  not  reduce 
world  liquidity?  World  liquidity  would  be  reduced  to  the  extent  that  existing 
reserve  currency  holdings  are  converted  into  gold.  What,  then,  should  be  our 
attitude  toward  proposals  which  might  stimulate  such  conversion  or  cast  doubt 
upon  the  stability  or  the  convertibility  of  existing  reserve  currency  holdings? 
Thirdly,  how  can  we  make  sure  that  any  new  system  will  maintain  machinery 
for  giving  appropriate  weight  to  the  views  of  both  creditor  and  debtor  countries? 
Should  it  be  subject  to  the  arbitrary  control  of  either,  or  to  the  veto  of  a  single 
country  ? 

These  are  three  broad  questions,  among  many,  that  will  need  to  be  kept  in 
mind  as  we  proceed  to  examine  most  carefully  the  various  ideas  that  have  been 
or  may  be  suggested.  We  are  conscious  that  the  creation  of  any  new  type  of 
reserve  asset  by  international  agreement  would  be  a  step  of  profound  significance. 
We  must  be  sure  that  it  is  a  step  in  the  right  direction.  The  mechanism  of  the 
international  monetary  system  is  an  intricate  and  complicated  mechanism,  the 
successful  functioning  of  which  is  of  worldwide  concern.  We  must  make  certain 
that  any  adjustments  made  in  that  mechanism  will  be  the  best  that  experience 
and  intelligence  and  concern  for  the  welfare  of  all  nations  can  devise. 


Exhibit  44. — Excerpts  from  remarks  by  Under  Secretary  of  the  Treasury  for 
Monetary  Affairs  Deming,  May  18,  1965,  at  the  forty-third  annual  meeting  of 
the  Bankers  Association  for  Foreign  Trade,  on  the  U.S.  balance  of  payments — 
problem  and  program 

The  U.S.  balance  of  international  payments,  except  for  one  year,  has  been  in 
deficit  since  1949.  In  terms  of  the  "balance  on  regular  transactions''  which  we 
currently  use  in  our  official  payments  statistics,  and  which  I  use  throughout  this 
talk,  the  cumulative  deficit  was  almost  $3.5  billion. 

AVe  had  7  consecutive  years  of  deficit  from  1950-56,  one  year  of  surplus  in 
1957,  and  then  7  more  consecutive  years  of  deficit.  What  I  hope  to  demonsti-ate 
in  this  talk  is  that  the  first  7  years  of  deficit  constituted  no  great  problem  but 
that  the  deficits  of  the  last  7  years  have  been  a  major  prohlem  and  that  the  form 
of  the  problem  and  its  seriousness  has  shifted  appreciably  during  that  period. 
I  also  hope  to  show  you  that  the  corrective  program  has  shifted  in  keeping  with 
the  shifts  in  form  and  scope  of  the  problem  and  that  there  is  good  prospect  that 
we  are  on  the  way  to  a  solution  of  it. 

To  help  accomplish  my  purpose,  I  first  want  to  sketch  briefiy  the  history  of 
the  U.S.  payments  position  during  the  entire  post-World  War  II  period.  This, 
I  hope,  will  give  the  picture  both  perspective  and  dimension. 
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In  the  first  four  postwar  years,  1946-^9,  our  payments  balance  registered  fairly 
large  surpluses,  totaling  about  $7  billion  and  averaging  about  $1%  billion  per 
year.  In  the  light  of  the  acute  reconstruction  needs  and  the  badly  depleted  gold 
and  foreign  exchange  reserves  of  the  war-torn  countries,  both  of  which  were 
only  partially  ameliorated  by  the  very  substantial  economic  assistance  we  were 
extending  to  these  coimtries,  U.S.  surpluses  of  this  size  represented  a  relatively 
severe  strain  on  the  payments  and  reserve  positions  of  our  trading  partners. 
More  than  half  of  our  $7  billion  cumulative  payments  surplus  for  those  years 
was  settled  in  gold,  and,  during  the  period,  our  gold  stock  rose  by  $4.5  billion 
and  amounted,  at  the  close  of  1949,  to  $24.6  billion. 

Beginning  in  1950  and  for  a  7-year  period  through  1956,  we  ran  deficits  at  a 
rate  averaging  $1.5  billion  per  year.  Compared  with  our  cumulative  deficit 
of  $10.7  billion  for  the  period,  the  decline  in  our  gold  stock  was  relatively  small, 
only  $2.5  billion. 

These  U.S.  payments  deficits  and  gold  losses  were  considered  both  moderate  in 
size  and  not  a  cause  for  concern  because  of  the  general  circumstances  of  the 
world's  international  payments  situation  during  that  period.  Most  other  coun- 
tries' gold  and  foreign  exchange  reserves,  as  I  have  said,  had  been  badly  depleted. 
What  was  perhaps  the  most  important  difference  from  our  present  day  situation, 
virtually  all  of  those  countries  wanted  to  have  earning  assets  in  their  reserves 
and,  thus,  could  be  regarded  as  more  than  willing  holders  of  such  dollars 
as  might  accrue  to  them  from  our  payments  deficits.  During  that  7-year  period, 
foreign  dollar  holdings  virtually  doubled  to  over  $16  billion. 

The  year  of  the  Suez  crisis,  1957,  brought  a  small  surplus  again  in  our  foreign 
payments,  our  first  and  only  such  surplus  since  1949.  The  amount  was  $500 
million,  and  it  was  accompanied  by  a  gold  gain  of  $800  million.  This  brought 
our  gold  stock,  at  the  close  of  the  year,  to  $22.9  billion,  which  represented  a  net 
decline  of  only  $1.8  billion  from  the  earlier  peak  and  was  almost  $3  billion  more 
than  we  had  as  of  the  close  of  World  War  II. 

In  1958,  we  resumed  our  international  payments  deficit  position  but  with 
profound  change  in  both  scope  and  circum.stance.  The  annual  deficits  in  the 
three  years,  1958-60,  were  not  only  much  larger  than  had  been  the  case  in  the 
early  1950's  but  they  presented  a  new  and  difl3cult  financing  problem.  Over 
these  3  years,  the  cumulative  deficit  was  $11.6  billion,  or  almost  $3.9  billion 
average  per  year,  and  our  gold  loss  totaled  more  than  $5  billion. 

The  major  industrial  countries  of  the  world,  particularly  those  in  Western 
Europe,  by  1958  had  made  great  gains  in  general  economic  and  financial  strength, 
due  in  substantial  measure  to  our  economic  aid.  They  had  largely  reached  the 
stage  of  currency  convertibility  and,  by  their  own  standards,  had  reasonably 
adequate  levels  of  official  dollar  reserves.  Thus,  they  wanted,  and  took,  more 
gold  to  finance  their  surpluses. 

But  not  only  had  Western  Europe  grown  relatively  stronger  in  economic 
terms,  the  inflationary  pressures  of  the  early  1950's  had  weakened  the  U.S.  com- 
petitive position  somewhat  so  that  our  commercial  trade  and  service  balance 
had  deteriorated  at  the  same  time  that  our  governmental  expenses  overseas  were 
rising  and  overseas  investment  opportunities  were  increasing  in  attractiveness. 
Thus  the  U.S.  deficit  was  not  only  larger  but  more  menacing  just  as  our  financing 
possibilities  seemed  to  become  more  limited. 

With  the  appearance  of  these  large  deficits  and  gold  losses  in  1958  and  1959, 
it  became  widely  recognized  that  this  new  and  disturbing  situation  could  not  be 
allowed  to  continue  long.  But  it  was  also  recognized  that,  despite  some  de- 
terioration in  our  international  competitive  position  from  a  cost  standpoint,  we 
did  not  face  a  classic  type  of  payment  deficit  characterized  by  domestic  infiation 
and  overfull  employment,  with  accelerating  demands  for  imports  and  dwindling 
exports.  Rather  we  had  rising  unemployment,  underutilization  of  capacity  and, 
from  1958  on,  stable  to  declining  production  costs  and  prices.  And  while  our 
surpluses  on  goods  and  services  exports  were  not  large  enough  to  balance  our 
heavy  governmental  and  gi'owing  private  investment  outlays  abroad,  there 
continued  to  be  surpluses. 

Thus  it  was  decided  that  the  solution  to  our  problem  must  be  sought  within  a 
framework  of  a  vigorous  and  growing  domestic  economy  with  stable  costs  and 
prices.  A  broad  program  was  developed  and  launched  in  early  1961.  It  laid 
emphasis  on  tax  incentives  and  ample  credit  to  encourage  growth  and  improve 
productivity  through  increased  domestic  investment.  Monetary  policy,  while  de- 
signed to  be  broadly  stimulative,  also  aimed  at  keeping  our  short-term  interest 
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rates  generally  competitive  with  those  abroad  and,  in  this  effort,  was  aided  by 
Treasury  debt  management  policy. 

In  addition  to  this  broad  policy  approach,  a  number  of  other  actions  were 
undertaken.  A  vigorous  program  of  export  encouragement  got  under  way  with 
a  new  system  of  export  credit  guaranties  and  a  major  strengthening  and  broad- 
ening of  Government  information  and  promotion  services  for  exporters.  Strong 
actions  were  taken  to  achieve  reductions  in  the  foreign  exchange  costs  of  Gov- 
ernment outlays  overseas,  and  some  steps  were  taken  in  the  Revenue  Act  of  1962 
to  reduce  the  attractiveness  of  foreign  tax  havens  for  U.S.  private  capital. 

The  program  was  eminently  successful  in  the  areas  affected.  Thus,  in  1964,  as 
compared  with  1960,  our  commercial  trade  surplus  showed  a  net  gain,  despite  a 
$3.9  billion  increase  in  the  imports  required  by  our  growing  domestic  economy, 
of  $900  million,  and  reached  a  record  figure  in  1964  of  $3.7  billion.  Our  trade 
gain  during  1964  alone  was  most  impressive,  with  gross  commercial  exports  ris- 
ing by  $3.1  billion,  or  16  percent,  while  the  increase  in  our  imports  remained 
moderate  in  relation  to  our  growing  GNP. 

We  also  achieved,  between  1960  and  1964,  a  net  improvement  of  more  than  $1 
billion  in  our  military  expenditures  and  Government  grant  and  capital  payments 
abroad.  By  tying  more  and  more  of  our  foreign  aid,  with  over  85  percent  of  new 
AID  commitments  now  being  limited  to  the  purchase  of  U.S.  goods  and  services, 
we  halved  the  net  drain  from  this  factor,  from  $1  billion  in  1960  to  less  than 
$500  million  last  year.  By  streamlining  operations  and  cutting  procurement 
from  foreign  sources,  our  gross  defense  expenditures  abroad  were  reduced  by 
$250  million  over  this  period,  despite  rising  cost  levels  in  the  areas  where  most 
of  our  forces  were  stationed  overseas.  In  addition,  we  made  offsetting  sales  of 
U.S.  military  equipment  to  Allied  Foreign  Governments,  raising  our  receipts 
from  this  source  from  $300  million  in  1960  to  more  than  $1  billion  in  each  of  the 
years  1962-64. 

The  gains  made  in  these  two  major  areas  directly  affected  by  our  balance-of- 
payments  program  were  supplemented,  moreover,  by  the  very  rapid  further 
growth  in  total  income  receipts  from  U.S.  private  investments  abroad,  which, 
over  the  course  of  these  4  years,  added  a  further  $1.5  billion  annually  to  our  total 
payments  receipts. 

These  3  areas  of  major  gains,  taken  together,  added  up  to  a  $3.6  billion  gross 
improvement  in  this  portion  of  our  international  transactions,  a  remarkable  and 
impressive  achievement,  which,  other  things  being  equal,  would  have  been  vir- 
tually enough  to  eliminate  our  balance-of-payments  deficit. 

But  other  things  were  not  equal.  In  1964,  the  deficit  was  $3.1  billion.  Dur- 
ing the  four  years,  1960-64,  the  deficits  totaled  $13.0  billion,  or  $3.2  billion  aver- 
age per  year.  So  the  impressive  improvements  noted  led  to  a  relatively  modest 
net  gain.  And  while  our  gold  losses  during  the  four  years  were  less  than  half 
those  of  the  preceding  three  years,  mainly  because  of  new  and  imaginative 
financing  methods,  they  totaled  $2.3  billion.  At  the  close  of  1964,  our  gold  stock 
was  about  $15.5  billion. 

The  failure  to  gain  more  ground  was  due  primarily  to  two  factors :  private 
capital  outflow  and  tourist  expenditures. 

Despite  impressive  percentage  gains  in  our  earnings  last  year  from  foreign 
tourists,  our  net  tourist  deficit  showed  an  increase  of  $300  million  over  the  four- 
year  period,  amounting  in  1964  to  $1.6  billion. 

Very  much  larger  than  this,  and  obviously  the  major  factor  in  the  worsening 
of  our  payments  position  which  developed  between  the  very  encouraging  first 
quarter  and  the  final  quarter  of  last  year,  was  the  swelling  outflow  of  nearly  all 
types  of  private  capital  investment.  Our  total  outflow  of  private  capital  during 
1964  amounted  to  almost  $6.5  billion,  up  almost  $2.2  billion  from  the  preceding 
year  and  $2.6  billion  higher  than  the  1960  level. 

Private  capital  outflow  began  to  grow  in  the  late  1950's  and  short-term  out- 
flow was  particularly  heavy  in  1960.  Such  outflows,  of  course,  generate  earn- 
ings, and  I  also  noted  the  rise  in  investment  income  during  the  period  1960-64. 
But  the  relatively  rapid  rise  in  capital  outflows  in  early  1963  gave  cause  for  con- 
cern and  led  to  the  mid-1963  program  of  additional  monetary  policy  action  to 
keep  short  rates  more  competitive  and  to  the  introduction  of  interest  equalization 
tax  legislation  designed  to  hold  down  the  rapid  expansion  of  foreign  securities 
marketing  in  this  country. 

The  $6.5  billion  capital  outflow  in  1964  breaks  down  as  follows.  Direct  invest- 
ment abroad  totaled  $2.4  billion,  or  $700  million  more  than  in  1960  and  $500  mil- 
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lion  more  than  in  1963.  This  figure  does  not  include  investment  of  retained  earn- 
ings abroad.  We  do  not  Mve  the  data  for  1964,  but  for  1963  such  reinvestment 
totaled  $1.6  billion. 

Long-  and  short-term  bank  credit  outstanding  increased  during  1964  by  $2.5 
billion,  a  very  sharp  gain.  The  rise  in  short-term  credits  alone  was  $1.5  billion, 
or  more  than  $500  million  greater  than  in  1960,  while  the  gain  in  long-term 
credits  was  more  than  $900  million,  6  times  that  for  1960.  While  much  of  the 
short-term  finance  provided  support  for  American  exports,  very  little  of  the 
long-term  finance,  only  15  percent,  was  for  that  purpose.  Most  of  it  represented 
financing  of  foreign  business  enterprises  in  various  countries,  and  much  of  it 
seems  to  have  been  a  substitute  for  capital  market  borrowing  which  was  inhibited 
by  the  interest  equalization  tax.  Foreign  securities  purchases  by  Americans  were 
less  than  $700  million  in  1964,  about  equal  to  their  1960  level  and  only  one-third 
as  large  as  the  annual  rate  prevailing  in  the  first  half  of  1963. 

Finally,  outflows  of  nonbank  short-term  capital,  much  but  not  all  of  which 
represented  temporary  placements  of  U.S.  corporate  liquid  funds  abroad,  were 
almost  $600  million  in  1964,  or  $200  million  more  than  in  1960.  Other  long-term 
capital  outflow  totaled  more  than  $300  million  in  1964,  up  very  much  from  1960, 
but  the  bulk  of  this  represented  a  special  transaction  to  finance  the  British 
Columbia  hydroelectric  project. 

So  here  you  have  the  setting  for  the  President's  Balance-of-Payments  Message 
of  February  10,  1965.     Let  me  restate  it  in  brief  summary  form. 

The  success  of  the  program  begun  in  1961  had  led  to  gross  improvement  of 
$3.6  billion,  resulting  mainly  from  bigger  net  exports,  rising  investment  income, 
and  savings  on  Government  expenditures  abroad.  The  economy  had  grown 
significantly  with  stable  costs  and  prices.  Monetary  policy,  aided  by  debt 
management  policy,  had  kept  our  short  rates  reasonably  competitive  and  had 
moderated  short-term  outfiows  responsive  to  interest  rate  differentials.  The 
interest  eqiiallzation  tax  legislation  had  cut  back  sales  of  foreign  securities  to 
Americans  from  the  extraordinary  levels  of  early  1963.  But  the  overall  outflow 
of  capital  was  very  heavy  and,  coupled  with  rising  net  expense  on  tourist  account, 
had  far  more  than  offset  such  gains  as  had  occurred  in  other  areas.  Thus  the 
problem  had  shifted  again  and  the  new  program  was  designed  to  deal  with  that 
shift. 

This  program  included  a  variety  of  measures  strengthening  and  rounding 
out  various  aspects  of  the  broad  effort  we  had  been  making  to  improve  the  various 
segments  of  the  balance  of  payments  since  early  1961.  Strong  additional 
measures  to  achieve  further  cuts  in  the  balance-of-payments  cost  of  Government 
expenditures  abroad  were  reqtiested,  along  with  continuing  and  intensified 
efforts  to  expand  our  exports.  The  President  also  requested  a  program  aimed  at 
increasing  travel  in  the  United  States,  by  both  foreigners  and  Americans,  and 
asked  for  legislation  to  reduce  further  the  duty-free  allowance  for  American 
tourists  returning  from  abroad.  This  measure,  we  believe,  should  help  directly 
to  reduce  somewhat  the  total  amount  which  American  tourists  would  spend 
abroad  during  the  next  two  years,  while  also  serving  to  remind  all  travelers  and 
citizens  that  such  expenditiires  are  a  significant  element  in  the  balance-of- 
payments  situation  we  are  dealing  with.  He  also  asked  for  legislation,  as  recom- 
mended by  a  special  task  force  which  had  been  appointed  by  President  Kennedy, 
to  give  added  encouragement  to  private  investments  by  foreigners  in  the  United 
States  by  removing  unnecessary  tax  barriers  or  discouragements  to  such 
investment. 

In  addition  to  this  reinforcement  of  earlier  programs,  it  was  necessary  to 
bring  about  a  prompt  and  substantial  cutback  in  the  very  lai-ge  outfiow  of  private 
lending  and  investment  abroad.  The  President's  Message  therefore  included  a 
series  of  new  and  miich  more  comprehensive  measures. 

First,  under  authority  provided  to  him  in  the  interest  equalization  tax  law, 
he  announced  the  immediate  application  of  that  tax  to  bank  lending  of  one  year 
or  more  maturity.  He  also  requested  that  the  Congress  extend  the  life  of  the  tax 
by  a  further  two  years,  from  the  end  of  1965  to  the  end  of  1967,  and  broaden  its 
coverage  to  include  nonbank  lending  in  the  one-  to  three-year  maturity  area. 

Secondly,  and  most  important  of  all,  the  President  also  called  for  a  broad 
program  of  voluntary  restraint  by  banks  and  business  firms,  applicable  to  all  types 
of  capital  outflows. 

This  program  of  voluntary  restraint  is,  as  you  know,  being  implemented  on  the 
basis  of  rather  specific  guidelines  circulated  by  the  Federal  Reserve  System  and 
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the  Secretary  of  Comnierce,  respectively,  to  the  banks  and  other  financial  institu- 
tions and  business  corporations  which  are  involved.  The  guidelines  for  banks 
call  for  a  limitation  of  total  outstanding  loans  to  foreigners  at  the  end  of  this 
year  to  a  level  not  more  than  ij  percent  above  the  end  of  December  1964  level 
and  provide  that,  within  these  ceilings,  priority  should  be  given  to  export  financing 
and  to  credits  to  less-developed  countries  and  to  avoid  restrictive  policies  that 
would  place  an  undue  burden  on  Canada,  Japan,  and  the  United  Kingdom. 

In  the  development  and  implementation  of  these  guidelines,  special  pains 
have  been  taken  to  avoid  an  adverse  impact  on  the  continued  availability  of 
adequate  bank  financing  for  U.S.  exports.  Such  financing  of  exports  is,  after 
all,  one  of  the  most  important  ways  in  which  banks  can  contribute  to  our  overall 
balance-of-payments  program.  Our  ultimate  success  in  achieving  the  kind  of 
long-run  balance  we  are  seeking  in  our  international  payments  will,  in  the  end, 
depend  very  heavily  on  the  adequacy  of  the  continuing  growth  we  can  attain 
in  our  exports. 

The  guidelines  for  business  corporations  under  this  program  call  for  each  firm, 
using  1964  as  a  reference  point,  establishing  for  itself  a  quantitative  target  for 
substantial  improvement  in  the  balance-of-payments  impact  of  its  foreign  trans- 
actions during  the  current  year. 

We  are  aware  that  recent  large  outflows  of  such  capital  are,  in  one  sense, 
both  a  result  and  a  demonstration  of  the  great  and  growing  general  strength  of 
our  economy:  its  ability  to  generate  a  large  flow  of  savings,  the  capacity  and 
flexibility  and  eflaciency  of  our  financial  institutions  and  other  mechanisms  for 
directing  investable  funds  to  available  investment  opportunities,  and  the  general 
competitive  drive  and  effectiveness  of  our  financial  firms  and  business  corpora- 
tions. 

The  basic  point  which  w-e  have  to  face  up  to,  however,  is  that  recent  heavy 
outflows  of  private  capital,  portfolio  outflows,  long-  and  short-term  bank  lending, 
direct  investments,  and  liquid  deposits  abroad  by  business  firms,  have  together 
put  a  very  heavy  strain  on  our  international  liquidity  position  and  must,  for  the 
time  being,  be  substantially  curtailed.  Despite  the  long-term  benefits  which  we 
reap  from  such  capital  outflows  over  the  years  ahead,  we  simply  cannot  afford, 
as  a  short-term  matter,  to  let  these  outflows  get  so  far  out  of  line,  relative  both 
to  inflows  of  foreign  investment  funds  into  our  own  economy  and  to  the  overall 
level  of  international  earnings  from  exports  and  other  foreign  transactions. 
It  is  essential  that  we  bring  our  total  foreign  payments  accounts  into  balance, 
not  sometime  in  the  indeflnite  future,  but  soon.  To  achieve  this,  it  is  necessary 
that  all  sectors  of  our  economy  cooperate  in  this  overall  effort. 


Exhibit  45.— Excerpts  from  remarks  by  Under  Secretary  of  the  Treasury  for 
Monetary  Affairs  Deming,  June  22,  1965,  at  the  annual  convention  of  the 
Washington  State  Bankers  Association,  on  international  banking  in  relation 
to  the  balance  of  payments  and  international  liquidity 

Private  capital  movements  and  the  U.S.  balance  of  payments 

I  do  not  intend  to  review  the  policies  applied  in  1961  and  1962  to  correct  our 
balance  of  payments  and  at  the  same  time  revitalize  the  domestic  economy. 
We  did  achieve  substantial  progress  in  1961-64  in  enlarging  our  commercial 
export  surplus,  despite  a  rising  total  of  imports,  and  in  reducing  the  balance- 
of-payments  impact  of  our  military  and  aid  programs.  With  a  steady  increase 
in  our  services  income,  our  deficit  would  have  been  lax-gely  eliminated  if  the 
capital  accounts  had  remained  constant. 

But  this  was  not  the  case.  The  outflow  of  private  U.S.  capital  in  all  forms 
had  already  jumped  sharply  in  1956  from  the  moderate  levels  of  1950-55,  and 
ranged  between  $2%  billion  and  $4  billion  in  the  years  1956-60.  In  1964  it 
reached  almost  $6%  billion,  with  a  very  decided  surge  in  the  latter  part  of  the 
year.  lietween  1960  and  1964  U.S.  security  and  credit  transactions  grew  from 
$2.2  billion  to  $4.1  billion.  In  July  1963,  the  interest  equalization  tax  had  been 
announced  when  the  early  manifestations  of  these  latest  capital  demands  on 
our  markets  appeared,  particularly  in  the  form  of  potential  placements  by  other 
industrial  countries  in  our  capital  market.  The  further  dramatic  evidence  of 
the  volatile  capital  accounts  in  1964  led  President  Johnson  to  propose  on  Feb- 
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ruary  10,  1965,  a  comprehensive  program  calling  for  the  cooperation  of  the 
business  and  financial  communities  in  reducing  this  drain  on  the  balance  of 
payments. 

The  response  of  businessmen  and  bankers  has  been  most  impressive.  While 
the  limited  data  yet  available  are  difiicult  to  evaluate  because  of  special  factors, 
they  suggest  that  this  cooperation,  upon  which  the  program  depends,  has  begun 
to  have  a  significant  effect.  The  deficit  on  regular  transactions  for  the  first 
quarter  vpas  reduced  to  about  half  the  magnitude  of  the  very  large  figures  in 
the  final  quarter  of  1964.  Such  indications  as  we  have  since  the  end  of  March 
have  continued  to  be  even  more  favorable.  But  I  cannot  overemphasize  that 
we  need  to  establish  a  record  of  clear  and  sustained  equilibrium,  to  demonstrate 
our  full  recovery  from  the  long  continued  malady  of  deficits.  We  cannot,  there- 
fore, contemplate  any  early  relaxation  of  our  efforts. 

The  U.S.  position  as  international  banker 

We  have  all  heard  much  about  the  U.S.  role  as  an  international  banker  and 
ahout  our  tendency  to  pile  up  long-term  investments  while  accumulating  short- 
term  liabilities.  We  have  large  and  competitive  money  and  capital  markets,  as 
compared  with  the  narrower  and  less  competitive  markets  in  the  other  indus- 
trial countries.  There  has  been  increasing  desire  for  capital  investment  abroad, 
arising  from  the  long-continued  European  prosperity,  the  Common  Market  pref- 
erences, and  the  rapidly  growing  European  demand  for  many  products  in  which 
American  corporations  have  traditionally  been  interested.  While  these  latter 
are  factors  that  are  particularly  significant  in  the  area  of  direct  investment, 
they  also  may  account  for  some  movement  of  banking  funds  to  supply  the  needs 
of  some  U.S.  subsidiaries  abroad.  Finally,  there  is  the  differential  between 
interest  rates  here  and  abroad,  particularly  at  longer  term. 

Let  us  recall  briefiy  the  general  structure  of  our  international  investment 
position.  We  do  not  yet  have  detailed  figures  for  1964,  but  at  the  close  of  1963, 
private  long-term  investments  abroad  were  valued  at  $58  billion,  of  which  $40.6 
billion  was  direct  investments,  and  $17.6  billion  represented  other  types  of  long- 
term  assets.  Foreign  long-term  investments  in  the  United  States  amounted  to 
nearly  $23  billion,  leaving  a  net  balance  in  our  favor  on  private  long-term  in- 
vestment account  of  ahout  $35  billion.  Note  that  this  does  not  count  any  of 
our  governmental  claims  on  foreign  countries. 

At  short  term,  however,  the  position  was  rather  different.  Foreign  short- 
term  claims  on  the  United  States,  both  private  and  oflicial,  amounted  to  $28.7 
billion  at  the  end  of  1963.  This  figure  includes  about  $3  billion  that  are  not 
considered  liquid  financial  liabilities.  Nearly  half  of  the  total  amount  was 
officially  held.  Against  this,  the  United  States  then  held  $15.6  billion  in  gold, 
and  other  reserve-type  assets  of  $1.2  billion.  In  addition,  our  privately  held 
short-term  claims  on  foreigners  were  about  $8  billion. 

Moving  from  the  cross  section  to  the  changing  pattern  over  time,  oiir  net 
position  on  private  long-term  capital  account  had  improved  from  $27  billion  to 
$35  billion,  from  1960  to  1963,  while  our  net  official  and  private  position  on 
short-term  account  (including  gold),  worsened  by  $5  billion. 

The  major  channels  through  which  these  capital  funds  have  recently  been 
flowing  out,  apart  from  Canadian  security  issues  in  New  York,  are  the  direct 
lending  operations  of  the  banking  system,  or  the  placement  of  fxinds  with 
foreign  banks,  or  with  foreign  branches  of  American  banks,  by  nonbanking  en- 
tities. While  some  of  the  proceetls  in  the  form  of  dollars  were  added  to  the 
rising  total  of  foreign  private  dollar  holdings,  foreign  official  dollar  balances  were 
built  up  as  well. 

While  our  private  investments  abroad,  both  short-  and  long-term,  are  presum- 
ably sound  and  profitable  ones  in  the  sense  of  income-earning  assets,  they  have 
clearly  tended  to  exceed  the  net  surplus  on  other  accounts.  This  adds  to  our 
liquid  liabilities  to  foreigners,  and  these  liabilities,  in  turn,  may  be  converted 
into  gold. 

Thus,  while  our  balance-of-payments  program  has  consistently  aimed  at  im- 
proving both  our  current  accounts  and  our  governmental  accounts,  increasing 
attention  has  had  to  be  devoted  since  July  1963  to  the  large  flow  of  capital 
abroad,  particularly  to  other  industrial  countries. 

Through  the  interest  equalization  tax,  we  have  sought  to  provide  a  market- 
type  regulator.  We  have  hoped  in  this  way  to  strengthen  the  incentive  to  other 
industrial  countries  to  utilize  their  savings  more  effectively  to  meet  the  demands 
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that  would  otherwise  come  to  the  United  States.  More  recently,  in  the  wake  of 
the  very  sharp  deterioration  in  our  capital  accounts  and  in  the  balance  of  pay- 
ments, generally,  during  the  period  since  July  1964,  we  have  adopted  the  vol- 
untary credit  restraint  program  on  Februai-y  10.  This  program,  too,  is  increas- 
ing the  awareness  of  other  advanced  countries  that  they  should  readjust  their 
financing  patterns  so  as  to  obtain  capital  resources  out  of  their  own  savings. 
As  noted,  the  tendency  to  seek  U.S.  funds  may  be  in  part  due  to  the  generally 
high  cost  of  borrowing  in  foreign  countries. 

But  there  are  other  reasons  why  some  types  of  borrowers  are  attracted  to 
the  U.S.  market.  These  include  the  narrowness  and  high  cost  of  security  issue 
markets  in  Europe,  the  favored  position  of  governmental  borrowing  entities  and 
nationalized  industries  to  some  capital  markets  abroad,  the  channeling  of  sav- 
ings of  the  public  through  savings  banks  and  mortgage  banks  into  government 
securities  or  mortgages,  and  the  tendency  in  many  countries  of  the  large  banks 
to  maintain  a  relatively  rigid  pattern  of  lending  policies. 

Efforts  are  being  made  to  explore  these  and  other  structural  problems  in 
the  European  financial  system,  in  the  hope  of  developing  more  eflScient  and 
more  competitive  capital  markets  that  can  meet  the  types  of  demands  that 
now  fall  so  heavily  upon  the  United  States.  Indeed,  as  strong  surplus  and 
creditor  countries,  many  continental  European  countries  would  normally  be 
expected  to  be  net  sources  of  capital  to  the  rest  of  the  world.  But  instead  of 
becoming  capital  exporters,  they  have  continued  to  import  capital  from  the 
United  States,  and  have,  in  effect,  banked  the  proceeds  with  their  central  banks 
in  the  form  of  reserves. 

Particularly  in  Europe,  it  is  frequently  suggested  that  the  way  to  restrain 
the  tendency  for  capital  to  flow  out  of  the  United  States  would  be  to  bring  about 
a  higher  level  of  long-term  interest  rates  in  the  United  States.  But  a  moment's 
reflection  will  indicate  the  difiiculties  of  applying  such  a  prescription  to  the 
situation  in  which  we  find  ourselves.  One  very  large  economic  entity,  the 
industrial  nations  of  continental  Europe,  has  a  historically  high  level  of  interest 
rates  that  has  prevailed  during  a  period  of  generally  full  or  overfull  employ- 
ment and  inflationary  pressures  on  prices  and  wages.  The  entire  structure  of 
the  capital  values  in  these  countries  has  for  a  long  time  been  geared  to  a  plateau 
of  rates  substantially  higher  than  that  in  our  own  economy.  This  European 
rate  structure  seems  likely  to  come  down  slowly,  if  at  all,  as  inflationary 
pressures  subside. 

On  the  other  hand,  long-term  interest  rates  in  the  United  States  are  also  at 
high  levels  in  terms  of  our  own  background  and  history.  There  are  several 
reasons  for  doubting  that  a  simple  prescription  of  higher  long-term  interest 
rates  in  the  United  States  is  an  effective  answer.  The  spread  between  long- 
term  rates  here  and  in  most  of  Europe  is  so  wide  that  the  possibility  of  any 
substantial  narrowing  of  the  differential  by  U.S.  action  is  open  to  considerable 
question  from  a  purely  technical  standpoint,  because  of  the  massive  volume  of 
savings  in  the  United  States.  Second,  as  noted,  present  levels  are  not  low  his- 
torically, and  a  significantly  higher  level  of  rates  might  well  do  harm  to  the 
domestic  economy.  Thirdly,  as  noted,  the  European  rates  not  only  are  influenced 
by  the  pressure  of  demands  from  borrowers  on  savings,  but  also  probably  reflect 
the  general  tendency  for  prices  to  rise,  thus  reducing  considerably  the  real  rate 
of  interest,  in  terms  of  purchasing  power  over  goods. 

It  should  be  noted  that,  even  today,  foreign  placements  are  small  in  relation 
to  our  annual  gross  private  domestic  investment  of  $73  billion,  or  with  respect 
even  to  our  personal  savings  of  $35  billion  a  year.  Moreover,  the  capital  drawn 
from  the  United  States  represents  a  small  percentage  of  the  total  savings  and 
investment  in  Europe. 

All  in  all,  leaving  aside  direct  investment,  some  $4  billion  of  U.S.  capital 
moved  out  last  year.  About  half  went  to  Canada  and  Japan,  less  than  a  quarter 
directly  to  Western  Europe,  and  the  remainder  to  Latin  America,  Asia,  and 
other  regions.  The  reductions  we  anticipate  from  the  programs  now  in  effect, 
particularly  when  the  impact  is  directed  toward  the  other  industrial  countries, 
should  form  a  relatively  small  part  of  the  total  investment  financed  in  those 
countries.  In  the  major  countries  of  "Western  Europe  alone  annual  investment 
in  all  forms  probably  equals  that  in  the  United  States.  Hence  the  relationship 
of  this  correction  of  our  deficit  to  world  business  activity  is  marginal,  and 
should  not  be  overstressed. 
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As  the  world  moves  farther  away  from  the  restrictions  and  restraints  of  the 
earlier  postwar  period,  the  stream  of  financial  capital  moving  between  these 
two  great  industrial  complexes  in  Europe  and  the  United  States  might  tend  to 
widen.  At  the  same  time,  the  United  States  cannot  reasonably  be  expected  to 
continue  to  supply  capital  as  an  international  banker  if  its  reserve  position  is 
steadily  reduced  by  a  continuing  deficit.  This  may  well  present  a  challenge  to 
Europe  and  the  United  States  to  find  an  appropriate  set  of  policies  to  meet  on 
a  continuing  basis  the  capital  flows  problem.  European  countries,  it  is  true, 
made  some  progress  in  1964  in  enlarging  their  capital  markets,  and  in  accom- 
modating the  needs  of  some  foreign  borrowers,  particularly  Japan ;  some  coun- 
tries have  applied  special  disincentives  to  the  attraction  of  foreign  capital  into 
their  monetary  resen^es.  But  there  remains  the  need  to  reduce  European 
capital  imports  and  to  stimulate  larger  foreign  investments,  without  a  corre- 
sponding increase  in  its  current  account  position. 

Capital  flows  and  European  reserves 

A  reduction  in  the  flow  of  flnancial  capital  from  the  United  States  and  an 
associated  shrinkage  of  the  U.S.  deficit  could  have  a  considerable  effect  on 
international  liquidity.  Without  a  U.S.  deficit,  the  increase  in  world  reserves 
would  be  limited  essentially  to  the  amount  of  new  gold  production  flowing  into 
monetary  channels,  that  is,  to  about  $500  million  to  $700  million  per  year.  Since 
a  number  of  countries  on  the  continent  of  Europe  have  become  accustomed  to 
much  larger  aggregate  increases  in  their  reserves  year  by  year,  some  adjustments 
could  be  expected.  While  the  authorities  in  some  of  these  countries  might  look 
with  favor  upon  a  position  of  U.S.  equilibrium  and  somewhat  slower  growth  in 
their  reserves,  there  are  voices  here  and  abroad  that  express  concern  about  the 
effect  upon  these  economies  of  a  considerable  and  rapid  tapering  off  of  these 
customary  reserve  increases.  They  would  fear  that  domestic  credit  might 
tighten  too  shari^ly,  and  that  this  might  place  an  additional  brake  on  expansion, 
already  slowing  down  in  several  continental  countries,  and  that  this  could  affect 
the  level  of  activity  in  the  outside  world. 

It  is  certainly  true  that  some  adjustments  will  need  to  be  made  in  these 
countries,  for  any  change  in  capital  flows  to  the  outside  world  will  have  its 
economic  effect,  through  our  overall  balance-of-payments  position.  But  there 
are  several  qualifications  to  bear  in  mind.  One  is  that  these  countries  have  for 
some  time  been  facing  heavy  pressures  on  savings,  on  prices,  and  on  labor  sup- 
plies. Under  such  conditions  it  should  be  possible  for  these  countries  to  absorb 
without  adverse  results  a  considerable  part  of  the  impact  of  a  smaller  volume  of 
foreign  receipts.  Secondly,  as  noted,  the  amount  of  these  receipts  is  small  in 
relation  to  total  investment  and  savings  of  the  European  economies.  Thirdly, 
the  movement  of  reserves  frequently  seems  to  be  the  dependent  variable  in  the 
equation.  Especially  in  recent  years,  persistent  reserve  increases  seem  in  some 
cases  not  to  have  been  the  result  of  policies  directed  specifically  toward  the  ex- 
ternal accounts,  but  rather  a  byproduct  of  action  taken  to  dampen  domestic 
inflationary  pressures. 

Actually  the  growth  in  liquidity  in  the  past  10  years  has  been  concentrated 
largely  in  the  surplus  industrial  countries.  When  we  look  at  the  position  of 
international  reserves  and  their  recent  growth,  we  are  struck  at  once  by  the  really 
phenomenal  enlargement  of  reserves  in  the  industrial  countries,  excluding  the 
United  States  and  the  United  Kingdom.  From  the  end  of  1953  to  the  end  of 
1964,  the  gold  and  foreign  exchange  reserves  of  8  leading  industrial  countries 
in  the  Group  of  Ten  and  Switzerland  rose  from  $10.6  billion  to  $27.6  billion,  or 
by  $17  billion.     This  amounted  to  nearly  tripling  their  total  reserves. 

Moreover,  during  this  period,  while  these  countries  increased  their  reserves 
in  gold  and  foreign  exchange,  the  rest  of  the  world  lost  about  $3  billion  of 
reserves  in  this  form. 

It  is  especially  worthy  of  note  that  the  demand  of  these  countries  for  gold  to 
add  to  their  reserves,  at  $12  billion,  was  about  twice  the  availability  of  new 
monetary  gold  supplies  for  the  world  as  a  whole.  This  was  made  possible  only 
by  large-scale  transfers  of  gold  to  them  from  U.S.  reserves. 

I  do  not  attempt  today  more  than  to  sketch  out  some  of  the  relationships  be- 
tween international  capital  flows  and  our  balance-of-payments  and  liquidity 
problems.  As  and  when  our  balance  of  payments  shows  continuing  strength, 
some  of  the  uncertainties  that  have  to  date  surroimded  the  liquidity  problem 
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should  begin  to  clear.  We  can  then  see  what  we  face,  once  the  all-embracing 
screen  of  the  massive  U.S.  deficit  has  been  lifted  and  moved  aside.  The  essential 
questions  that  will  have  to  be  answered  are :  What  will  be  the  reserve  needs  of 
the  world  V  How  much  will  the  major  industrial  countries  require  in  the  form 
of  goldV  And,  what  will  they  be  willing  to  take  into  their  reserves  in  addition 
to  gold? 

There  are  a  number  of  technical  possibilities  for  creating  additional  reserve 
assets  to  meet  these  or  other  situations  in  the  future.  They  involve  essentially 
an  agreement  or  understanding  among  monetary  authorities  to  treat  a  particular 
type  of  credit  claim,  either  on  another  country  or  on  an  institution,  as  a  mone- 
tary-reserve asset. 

One  method,  frequently  mentioned,  is  the  further  extension  of  the  technique  of 
reciprocal  acquisition  of  currencies,  as  in  the  short-term  swaps  of  the  Federal 
Reserve,  but  for  a  long  term.  Each  country  then  regards  its  claim  on  the  other 
partner  as  a  reserve  asset.  The  countries  could  also  issue  special  securities  to 
each  other,  with  appropriate  provisions  as  to  maturity,  interest  rates,  and  ex- 
change protection. 

Another  approach  would  be  a  further  evolution  of  the  present  reserve  claims 
on  the  International  Monetary  Fund.  These  claims  are  drawing  rights  that 
countries  have  obtained,  and  can  use  virtually  at  will,  as  a  result  either  of  having 
paid  gold  subscriptions  to  the  Fund,  or  from  the  use  of  their  currencies  by  the 
Fund  to  extend  credits  to  other  countries.  The  Managing  Director  of  the  Fund, 
Mr.  Schweitzer,  has  recently  indicated  how  this  might  be  done,  either  by  increas- 
ing the  present  readily  available  drawing  rights  or  by  creating  special  claims  on 
the  Fund  to  be  used  as  reserve  assets. 

Other  suggestions  have  been  made  involving  more  restrictive  procedures,  both 
as  to  participation  and  governing  rules.  I  do  not  propose  to  comment  in  any 
detail  on  any  of  these  approaches.  However,  I  would  like  to  underline  some 
of  the  characteristics  of  any  approach  which  seem  to  me  especially  significant. 

First,  additional  or  new  reserve  assets  should  be  accepted  as  such  by  the  major 
industrial  countries.  Secondly,  they  should  be  held  as  reserve  assets  without 
directly  or  indirectly  leading  to  a  reduction  in  reserve  currencies  or  other  sup- 
plements to  gold  reserves.  That  is,  they  should  not  accentuate  demands  on  gold. 
Thirdly,  the  method  of  providing  additional  reserves  should  be  in  general  evolu- 
tionary, in  the  sense  of  general  public  acceptance  with  a  minimal  disturbance  of 
financial  and  exchange  markets  and  with  especial  care  to  avoid  encouragement 
to  gold  hoarding  and  gold  speculation.  Foui'th,  a  balance  would  have  to  be 
achieved  between  the  fears  of  some  that  creation  of  international  reserves  be- 
comes too  easy,  with  a  general  overexpansionary  effect  on  world  supplies  of 
money  and  credit,  and  those  who  fear  that  international  decisions  would  be  too 
cumbersome  and  too  restrictive.  There  are,  of  course,  many  other  questions  that 
might  divide  proponents  of  this  or  that  technique,  or  appeal  to  particular  coun- 
tries, including  the  always  important  questions  of  who  participates  in  the  benefits 
and  responsibilities  of  reserve  creation,  and  how  they  are  shared. 

Reserve  assets,  once  created,  in  a  satisfactory  way  or  ways,  could  be  shifted 
from  country  to  country  and  earned  or  borrowed  in  ways  similar  to  gold,  reserve 
currencies,  or  existing  claims  in  the  Fund.  That  is,  they  could  make  possible 
the  simultaneous  existence  of  surpluses  among  the  major  countries,  including  the 
United  States,  in  excess  of  new  monetary  gold  supplies,  and  without  redistribu- 
tion of  existing  gold  reserves  or  cancellation  of  other  reserve  assets.  They  would 
then  be  true  supplements  to  existing  reserves. 

A  concensus  may  not  emerge  easily  or  quickly.  For  the  world  has  to  date 
relied  essentially  on  gold  and  reserve  currencies,  and  the  public  everywhere 
tends  to  be  cautious  and  pragmatic  in  monetary  matters.  Money  is  peculiarly 
sensitive  to  public  acceptance  and  public  confidence. 

We  shall  not  find  answers  to  these  questions  overnight.  Indeed,  the  answers 
can  probably  evolve  only  as  they  are  shaped  and  molded  by  the  actual  course  of 
monetary  history  in  the  making.  What  we  must  insure  is  that  the  monetary 
authorities  of  the  world  have  a  common  awareness  of  the  type  of  problem  which 
may  arise  as  dollars  become  more  scarce  and  have  a  common  objective  of  shaping 
the  evolving  international  monetary  system  in  a  cooperative  way  to  the  benefit 
of  the  sound  economic  aspirations  of  developed  and  developing  nations  alike. 
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Exhibit  46. — Remarks  by  Assistant  Secretary  of  the  Treasury  for  International 
Affairs  Trued,  May  18,  1965,  before  the  Financial  Analysts  Federation  18th 
annual  convention,  on  the  interest  equalization  tax 

The  invitation  to  be  vpith  you  today  and  to  discuss  the  interest  equalization  tax 
provides  a  welcome  opportunity.  Two  years  ago,  almost  precisely  at  this  time, 
we  were  developing  this  tax  proposal.  Faced  with  a  flow  of  U.S.  investment 
into  foreign  securities  that  threatened  to  swamp  our  balance  of  payments  with 
an  intolerable  deficit  and  the  dollar  along  with  it,  we  w^ere  carefully  assessing 
the  various  possibilities  for  curtailing  this  flow. 

I  should  like  to  revert  later  in  this  talk  to  a  brief  consideration  as  to  why  we 
chose  the  tax  as  the  particular  method  to  deal  with  this  problem  in  our  balance 
of  payments.  Let  me  note  at  the  outset  simply  that  two  years'  experience  pro- 
vides a  timely  occasion  to  review  the  performance  of  the  interest  equalization 
tax  in  terms  of  markets  and  prices,  as  well  as  in  terms  of  our  current,  more 
pervasive  efforts  to  deal  with  our  payments  deficit.  It  is  particularly  timely 
moreover  because  we  have  now  asked  the  Congress  to  extend  this  tax  for  a  fur- 
ther two-year  period  to  expire  December  31,  1967. 

It  is  perhaps  useful,  before  discussing  the  interest  equalization  tax  in  the  con- 
text of  our  present  program,  to  discuss  the  market  impact  of  the  interest  equali- 
zation tax  and  evaluate  it  in  terms  of  the  incentives  which  we  felt  it  offered, 
over  time,  in  assisting  us  toward  bringing  about  a  generation  of  forces  working 
toward  international  adjustment  in  the  balance-of-payments  positions  of  the 
various  countries,  surplus  and  deficit  alike. 

When  we  asked  the  Congress  in  July  1963  to  adopt  the  interest  equalization 
tax,  the  measure  was  conceived  as  a  limited  response  to  a  situation  that  was 
threatening  to  nullify  the  improvement  we  had  been  making  in  other  than  the 
capital  sector  of  our  balance  of  payments.  New  foreign  issues  in  our  market, 
on  an  annual  rate  basis,  doubled  between  1961  and  1962,  then  redoubled  be- 
tween 1962  and  the  first  six  months  of  1963.  There  were  without  doubt,  some 
unusually  heavy  although  temporary  concentrations  of  certain  issues  during  this 
latter  period.  But  it  was  quite  clear  that  the  accelerated  outflow  of  portfolio 
capital  would  continue,  and  that  would  have  pushed  our  balance-of-payments 
deficits  to  new  heights  unless,  as  seemed  unlikely,  other  capital  flows  simultan- 
eously declined  or  movements  of  a  compensating  nature  occurred  elsewhere  in 
our  balance-of-payments  position. 

To  deal  with  the  situation  by  forcing  long-term  interest  rate  levels  in  the 
United  States  fully  into  line  with  those  abroad  would  have  been  totally  unac- 
ceptable in  the  light  of  our  unemployment  and  unutilized  plant  capacity,  even 
if  it  were  a  practical  possibility.  Domestically,  we  simply  did  not — and  this  has 
been  confirmed  by  experience  since  then — need  either  higher  interest  rates  or 
tighter  credit.  And,  I  might  add  parenthetically,  there  is  no  evidence  now  that 
these  are  needed. 

The  solution  of  a  major  upward  readjustment  in  long-term  rates  therefore  was 
not  feasible.  Indeed,  untimely  action  toward  domestic  restraint,  by  threaten- 
ing to  stifle  economic  expansion  and  growth,  could  have  in  fact  impeded  the  con- 
tinued development  of  international  financial  cooperation  and  a  stronger  inter- 
national payments  system.  Sound  developments  in  these  areas  can  only  be  as- 
sured with  an  American  economy  that  performs  without  waste  of  human  or 
natural  resources. 

There  were,  in  our  view,  serious  doubts  that  the  major  alternative  for  deal- 
ing with  this  problem — the  establishment  of  a  Capital  Issues  Committee — would 
in  fact  provide  a  sound  approach.  Speculation  at  home  and  abroad  as  to  the 
scope  of  the  Committee's  activities,  particularly  during  its  formative  period, 
would  in  all  likelihood  have  stimulated  more  capital  flight  than  the  Committee's 
actions  could  possibly  have  deterred.  Moreover,  a  Capital  Issues  Committee 
could  not  have  dealt  with  the  problem  of  curtailing  outflows  owing  to  investments 
by  Americans  in  outstanding  foreign  securities,  outflows  which  on  occasion  had 
involved  quite  substantial  amounts  in  the  U.S.  balance  of  payments.  In  addition 
to  these  very  practical  considerations,  there  is  finally  the  important  considera- 
tion of  seeking  to  establish  a  ground  rule  which  is  as  nondiscriminatory  as  pos- 
sible and  is  little  subject  to  arbitrary  administration.  It,  therefore,  seemed  far 
better  to  let  the  individual  investor  decide  about  transactions  in  foreign  securities 
in  the  light  of  a  nondiscriminatory  and  clearly  identified  tax  rather  than  having 
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a  Committee  or  person  continually  deciding  wliicli  new  foreign  issues  individually, 
was  to  be  allowed  into  ttie  U.S.  marlcet. 

To  some  it  may  seem  that  the  administration  of  the  tax  involves  arbitrary  de- 
cisions regarding  exemptions  and  other  matters  perhaps  little  different  from 
those  that  would  face  a  Capital  Issues  Committee.  But  I  submit  there  is  a 
fundamental  difference.  Under  the  interest  equalization  tax,  the  Administration 
explained  to  the  Congress  at  the  beginning  the  nature  of  its  operating  guide- 
lines and  these  by  and  large  avoided  discrimination  among  individual  foreign 
issues.  A  Capital  Issues  Committee  would  inject  the  Government  into  a  decisive 
role  with  regard  to  acceptance  or  rejection  of  individual  foreign  issues,  a  state 
of  affairs  which  could  well  create  market  speculation  as  to  decisions  on  partic- 
ular issues  and  thus  unhealthy  influence  over  both  the  market  and  the  issuer. 

We  also  wanted  to  avoid  any  measure  that  would  create  doubts  about  the 
continued  usefulness  of  the  dollar  as  the  major  international  currency.  The 
outflow  of  capital  was  not  a  sign  of  basic  weakness  in  our  economy.  It  stemmed 
from  the  combination  of  two  factors :  a  large  and  rising  volume  of  domestic 
savings,  efficiently  channeled  into  whatever  investments  at  home  or  abroad 
seemed  to  offer  the  highest  yields ;  and  a  persistent  demand  for  private  long- 
term  investment  funds  from  borrowers  in  other  developed  countries. 

Many  of  these  borrowers  wanted  local  currency  funds,  not  foreign  exchange 
in  the  form  of  dollars.  To  some  extent  the  United  States  played  the  role  of  a 
financial  intermediary,  particularly  between  continental  Western  European  savers 
and  borrowers.  The  former  have  a  penchant  for  keeping  their  savings  in  rather 
liquid  forms ;  while  the  latter  wanted  long-term  funds.  Local  banking  systems 
to  some  degree  performed  the  role  of  intermediaries  between  savers  and  bor- 
rowers ;  but  various  legal  and  institutional  factors  limited  this  role. 

The  United  States,  therefore,  helped  as  an  intermediary  by  providing  sub- 
stantial amounts  of  long  as  well  as  short-term  dollars  to  Western  European 
borrowers  who  converted  them  into  the  required  local  currencies  at  their  banks. 
The  latter,  as  a  result,  accumulated  dollars  which  they  hold  with  varying  de- 
grees of  firmness  depending  on  the  usefulness  of  more  dollar  holdings  to  them 
in  their  own  paiticular  situations.  We  did  not  want  to  adopt  any  measure  that 
would  reduce  that  usefulness. 

I  mention  some  of  this  background  thinking  in  order  to  provide  a  basis  for 
appraising  the  effectiveness  of  the  interest  equalization  tax.  It  was  designed 
to  help  reduce  our  balance-of-payments  deficit  by  reducing  a  particular  form  of 
capital  outflow  to  particular  areas  with  a  minimum  of  interfei'ence  with  in- 
vestors' choices  and  without  undesirable  side  effects  on  the  international  useful- 
ness of  the  dollar.  That  it  has  accomplished  this  major  purpose  to  date  is  quite 
evident. 

What  have  been  the  results  since  the  interest  equalization  tax  was  proposed  by 
the  President  to  be  effective  July  19,  1963?  Since  then,  new  foreign  security 
issues  taken  by  foreigners  have  averaged  a  quarterly  rate  less  than  one-half 
the  rate  of  the  three  quarters  prior  to  the  announcement.  While  part  of  this 
decline  was  due  to  uncertainties  about  the  passage  by  Congress  of  the  tax,  the 
interesting  point  is  that  since  passage  of  the  bill  in  September  there  has  been 
no  upsurge  in  issues  floated  in  the  United  States  by  advanced  countries  other 
than  Canada.  The  amount  of  such  issues  purchased  by  U.S.  residents  has 
remained  insignificant. 

On  the  other  hand,  the  interest  equalization  tax  has  been  a  powerful  stimulus 
to  development  of  the  European  capital  market  as  Japanese  and  European  bor- 
rowers have  turned  to  it  to  meet  their  needs.  New  foreign  bond  issues  in  Europe 
in  1964  reached  $1  billion,  almost  double  the  1963  figure.  Significantly,  issues 
denominated  in  dollars  which  were  about  $100  million  in  1963  rose  to  over  half 
a  billion  dollars  in  1964  attesting  to  the  broad  acceptance  of  the  dollar  as  a 
standard  of  value  in  the  long-term  international  capital  market. 

These  dollar  issues  served  as  a  vehicle  for  the  development  of  new  under- 
writing and  marketing  techniques  which  might  not  otherwise  have  been  forth- 
coming. I  am  particularly  pleased  that  U.S.  underwriters  have  played  an  im- 
portant role  in  this  development.  In  addition,  with  London  frequently  serving 
as  the  base,  underwriters  from  other  countries  have  also  handled  these  issues, 
placing  them  with  a  variety  of  buyers  in  markets  abroad. 

The  European  market  naturally  enough  primarily  took  issues  of  European 
borrowers.  These  amount  to  60  percent  of  the  1964  total.  However,  Japan 
accounted  for  24  percent  of  the  total  issues,  $200  million,  making  it  the  largest 
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single  borrower,  and  Japanese  issues  in  European  markets  in  previous  years 
had  been  very  small.  Denmark  and  Norway,  two  other  countries  which  had 
previously  sold  substantial  amounts  in  the  United  States,  also  raised  large  sums 
in  Europe  last  year. 

To  sum  up,  there  has  been  noteworthy  and  favorable  reaction  to  the  incentives 
which  the  interest  equalization  tax  offered.  To  potential  borrowers,  there  was 
encouragement  to  seek  funds  in  other  markets ;  these  borrowers  have  done  just 
that.  On  the  supply  side  of  the  market,  attention  was  riveted  on  the  lack  of 
depth  and  broadness  in  markets  which  limited  their  ability  to  satisfy  either 
domestic  or  external  demand.  A  number  of  studies  continue  in  this  area  by 
the  Common  Market  countries,  in  the  Organization  for  Economic  Cooperation 
and  Development  (OECD)  and  elsewhere.  Finally,  the  marketers  of  issues 
responded  by  seeking  new  sources  of  supply  and  a  greater  internationalization  of 
the  capital  markets. 

Now  for  a  brief  note  on  new  issues  which  are  not  subject  to  the  tax.  As  re- 
gards Canada,  and  the  special  exemption  applied  to  its  new  issues,  borrowers 
held  back  to  some  extent  from  the  U.S.  mai-ket  until  after  enactment  of  the 
tax  and  confirmation  of  its  proposed  exemption.  A  very  large  amount,  $.383 
million,  of  Canadian  new  issues  hit  our  market  in  the  fourth  quarter  of  1964. 
then  fell  off:  to  about  $150  million  in  the  following  quarter.  Less-developed 
countries  and  international  institutions,  also  exempt  from  the  interest  equali- 
zation tax,  substantially  increased  their  issues  in  1964.  In  part  this  was  due 
to  the  reentry  of  Mexico  into  the  bond  market  on  a  sizable  scale  and  to  borrow- 
ings of  the  Inter-American  Development  Bank.  This  year  also  the  International 
Bank  for  Reconstruction  and  Development,  after  an  absence  of  three  years  from 
our  market,  floated  a  large  issue,  of  which  $160  million  was  placed  with 
American  investors. 

But  attention  simply  to  new  issues  is  misleading.  The  interest  equalization 
tax  also  applies  to  trade  in  outstanding  issues. 

Prior  to  the  announcement  of  the  interest  equalization  tax  there  had  been 
several  years  of  net  purchases  by  Americans  of  such  issues.  Purchases  of  out- 
standing foreign  bonds  which  had  been  sizable  in  the  first  half  of  1963  almost 
ceased  in  the  second  half  of  1963  and  have  not  resumed  to  date.  U.S.  purchases 
of  foreign  stocks  which  had  alrendy  fallen  off  in  the  months  preceding  announce- 
ment of  the  tax  changed  to  large  net  sales  in  the  second  half  and  these  have 
continued  to  date. 

The  combination  of  these  changes  was  that  net  U.S.  transactions  in  outstanding 
foreign  securities  by  Americans  shifted  from  purchases  of  about  $250  million  for 
the  seven  quarters  prior  to  the  interest  equalization  tax  to  sales  of  $340  million 
for  the  seven  subsequent  quarters.  In  balance-of-payments  terms,  this  represents 
a  reversal  of  nearly  $600  million. 

While  the  change  in  net  transactions  in  outstanding  foreign  securities  has 
been  favorable  for  the  U.S.  balance  of  payments  since  mid-1963,  it  is  important 
to  consider,  from  the  viewpoint  of  effectiveness  of  the  interest  equalization  tax, 
whether  this  has  happened  at  a  relatively  high  or  at  a  greatly  reduced  level  of 
gross  transactions.  If  gross  purchases  of  outstanding  foreign  securities  from 
foreigners  by  Americans  have  not  been  restricted  substantially  by  the  tax,  the 
net  movement  could  again  become  troublesome  for  the  U.S.  balance  of  payments 
whenever  foreign  gross  purchases  of  outstanding  foreign  securities  from  Ameri- 
cans fell  off. 

Available  data  do  not  reveal  the  volume  of  gross  purchases  directly.  A  major 
indicator,  however,  suggests  that  they  have  fallen  off  substantially  since  the  first 
half  of  1963.  This  indicator  is  the  relatively  small  volume  of  purchases  reported 
to  Internal  Revenue  Service  for  purposes  of  the  tax.  Based  on  the  amount  of 
tax  collected  in  the  first  quarter  of  this  year,  it  would  appear  that  gross  purchases 
of  taxable  foreign  securities  from  foreigners  have  been  quite  small. 

I  do  not  mean  in  any  way  to  suggest  that  the  interest  equalization  tax  has 
been  the  only  factor  leading  to  the  apparent  reduction  in  gross  purchases  of 
foreign  securities  from  foreigners  by  Americans.  The  domestic  business  climate 
and  the  course  of  U.S.  security  prices  may  have  had  as  much  or  more  effect. 
This  becomes  apparent  in  considering  why  the  tax  has  not  opened  up  a  sub- 
stantial price  margin  between  the  prices  of  American-held  foreign  securities 
and  foreign-held  foreign  securities.  In  the  case  of  bonds  traded  on  the  New 
York  Stock  Exchange,  there  has  been  little  or  no  premium.     In  the  case  of 
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stocks,  premiums  have  been  more  variable  but  generally  Iiave  been  much  lower 
than  10  percent. 

Before  congressional  approval  of  the  tax  last  September,  temporary  un- 
certainties may  have  accounted  in  part  for  this  situation.  But  certainly  in  the 
period  since  last  September  one  must  conclude  that,  in  general,  there  has  been 
such  a  weak  American  demand  for  many  foreign  securities  that,  as  a  group, 
Americans  have  been  willing  to  unload  many  of  these  securities  at  close  to 
current  foreign  prices  even  at  times  when  foreign  demand  for  them  has  been 
heavy.  The  reason  for  this  situation,  as  noted  above,  undoubtedly  lies  in  part 
in  the  vigorous  expansion  of  our  own  securities  market,  as  compared  to  declines 
in  major  stock  markets  abroad,  at  least  until  quite  recently. 

There  have,  of  course,  been  some  individual  foreign  stocks  which  have  at- 
tracted strong  United  States,  as  well  as  foreign,  demand,  and  the  premiums  on 
these  have  become  substantial  at  times.  But  American  demand  for  many  foreign 
stocks  has  remained  weak  despite  the  steady  attrition  in  the  tax-free  American- 
held  supply  over  the  last  year  and  a  half. 

Balance-of-payments  effect 

The  interest  equalization  tax  has  been  criticized  as  not  having  helped  the 
balance  of  payments,  however  much  it  has  reduced  purchases  by  Americans  of 
securities  of  other  industrialized  countries.  I  began  by  saying  that  the  interest 
equalization  tax  was  a  limited  measure.  It  was  realized,  of  course,  that  foreign 
borrowers  might  be  induced  to  seek  U.S.  funds  through  other  channels  than 
the  U.S.  capital  market  after  the  tax  had  been  announced.  But  it  was  believed 
that  there  was  a  limit  to  the  extent  of  such  substitution  and  that  the  tax  would 
at  least  reduce  one  form  of  capital  outflow  which  had  been  rising  at  an  alarming 
rate. 

There  is  no  doubt  that  the  rise  in  long-term  bank  loans  during  1964  and  early 
1965  reflected  to  some  degree  an  elfort  to  escape  from  the  tax  on  securities. 
There  is  no  way  of  demonstrating  with  certainty  what  that  degree  was;  but, 
whatever  it  was,  the  rising  volume  of  bank  loans  to  foreigners  in  1964  made  one 
thing  clear.  We  could  not  prudently  assume  that  the  operation  of  European 
security  markets  in  the  near  future  would  reduce  sufficiently  the  pressure  of 
foreign  demand  for  U.S.  capital.  Long-term  interest  rates  in  Europe  which 
generally  rose  during  1964,  substantially  in  some  cases,  have  continued  to  rise 
this  year  despite  the  fact  that  European  interest  rate  levels  are  high  by  historical 
standards.  Indeed  U.S.  rates  are  on  the  high  side  by  any  historical  standard. 
Continuation  of  this  movement  could  increase  the  relative  attractiveness  of  the 
U.S.  capital  market  to  foreign  borrowers  despite  the  tax.  Hence  it  appeared 
desirable  to  supplement  the  interest  equalization  tax  by  a  direct  appeal  to  the 
American  financial  and  business  community  to  cooperate  voluntarily  in  restrain- 
ing capital  outflows  of  all  types  to  other  advanced  countries. 

The  tax  itself,  of  course,  acted  as  a  voluntary  as  well  as  a  market  restraint 
on  the  sale  of  new  foreign  security  issues  to  American  investors.  I  think  this 
is  one  of  the  reasons  why,  after  uncertainties  about  the  nature  of  the  tax  were 
resolved  by  its  passage,  the  American  financial  community  did  not  resume  any 
substantial  marketing  of  new  issues  of  other  advanced  countries  (excluding 
Canada),  but  the  growing  pressure  to  market  foreign  issues  in  this  country 
as  the  long-term  interest  differential  widened  would  eventually,  if  continued, 
have  reduced  the  effectiveness  of  the  tax.  It  therefore  seemed  desirable,  in 
establishing  the  voluntary  control  program,  to  apply  it  not  only  to  forms  of 
capital  outflow  previously  untaxed,  but  also  an  added  dissuader,  to  those 
that  were  taxed. 

The  Administration  has  asked  for  the  extension  of  the  tax  for  an  additional 
two  years,  that  is,  up  to  the  end  of  1967  and  has  asked  for  its  application  gen- 
erally to  loans  of  one  year  or  more  maturity.  With  the  passage  of  such  legisla- 
tion the  Administration  will  have,  broadly  speaking,  a  double-edged  restraint  on 
all  forms  of  investment  abroad,  except  direct  investment  and  loans  of  under  one 
year,  to  which  only  the  voluntary  restraint  program  applies.  These  exceptions 
were  based  to  a  considerable  extent  on  administrative  difficulties  as  well  as  the 
closer  involvement  of  these  forms  of  investment  with  U.S.  exports. 

It  seems  apparent,  therefore,  that  the  interest  equalization  tax  remains  a 
major  deterrent  in  the  area  it  affects.  With  congressional  approval,  the  tax 
will  be  broadened  to  apply  also  to  the  one-  to  three-year  lending  of  nonbank 
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financial  institutions,  following  the  application  of  the  Gore  Amendment  impos- 
ing the  tax  on  bank  loans  of  one  year  or  longer.  However,  the  primary  influence 
on  bank  lending  is  the  guidelines  issued  by  the  Federal  Reserve  System  which 
deal  with  curbing  flows  by  limiting  availability.  In  the  longer  term  area  in 
which  foreign  issues  are  most  likely  to  fall  and  for  those  investors  which  his- 
torically have  been  most  interested  in  purchasing  such  securities,  we  continue 
to  rely  on  the  interest  equalization  tax. 

It  seems  quite  clear  that  heavy  capital  demands  vs^ill  characterize  the  free 
world  for  years  and  years  to  come.  At  the  same  time,  there  may  be  a  question 
as  to  how  much  of  this  demand  the  United  States  can  meet  and  cover  with  a 
surplus  in  our  current  account.  If  actual  developments  over  time  do  show  a 
need  for  some  dampener  on  U.S.  supplies  of  capital  to  the  free  world,  the  question 
as  to  the  technique  to  be  used  will  again  be  raised.  This  is  a  highly  "iffy" 
question.  However,  in  theoretical  terms,  I  would  submit  that  there  is  much 
to  be  said  for  the  tax  method,  if  indeed  our  objective  remains  one  of  interfering 
as  little  as  possible  in  the  operations  of  free  markets.  The  tax  method  does 
remain  a  nondiscriminatory  allocator  by  the  cost  method  and  it  provides  the 
incentives  for  correctives  permitting  its  eventual  elimination.  I  would  think 
that  these  are  not  inconsiderable  benefits  to  be  lightly  discarded. 

It  is  always  difficult  to  predict  with  any  degree  of  accuracy  the  future  state 
of  our  balance  of  payments  or  the  year-to-year  developments  that  might  take 
place.  There  are,  however,  some  significant  factors  to  be  noted.  There  are 
changes  in  the  depth  and  quality  of  markets  abroad  taking  place,  slowly  to  be 
sure  but  nonetheless  important.  Most  importantly,  there  is  in  our  balance-of- 
payments  situation  deep  underlying  strength.  There  are  favorable  trends  in 
our  Government  expenditures  overseas  as  they  affect  the  balance  of  payments ; 
there  is  the  fundamental  encouragement  gro'o-ing  out  of  the  price  stability  char- 
acterizing our  domestic  economy  and  the  increasing  general  competitiveness  of 
the  United  States  in  world  markets,  key  factors  to  the  maintenance  and  strength- 
ening of  our  trade  position ;  there  is  also  the  growing  amount  of  earnings  arising 
from  U.S.  investments  abroad  over  past  decades  which  should  sharply  improve 
our  balance-of -payments  position  in  the  years  ahead.  How  strong  these  forces 
will  be  and  how  quickly  their  strengthening  will  appear  will  have  much  to  do 
with  the  timing  of  the  day  when  we  can  begin  to  thaw  out  the  restraints  employed 
to  bring,  over  the  shorter  term,  a  sharply  improved  balance-of-payments  position. 

Some  may  wonder  whether  this  disappearance  will  be  hastened  by  the  achieve- 
ment of  a  reinforced  international  payments  system.  We  are  certainly  going 
to  continue  to  search  for  ways  in  which  the  international  payments  system  can 
be  further  reinforced.  But  this  task  should  not  be  misinterpreted  as  one  of 
finding  a  system  which  will  permit  any  and  all  nations  at  their  discretion  to  be 
perpetually  in  deficit.  It  seems  highly  doubtful  indeed  that  the  countries  of 
the  free  world  will  be  willing  to  accept  a  situation  in  which  the  United  States, 
for  example,  would  run,  in  a  future  as  in  the  past  period  of  15  years,  deficits 
totaling  $35  billion  settled  only  25  percent  in  gold.  Rather  the  search  is  one  of 
exploring  all  means  by  which  the  system  can  be  adapted,  modified,  and  built 
upon  to  reinsure  a  system  in  which  countries  can  avoid  severe  shocks  either  to 
their  domestic  economy  or  to  other  countries  in  correcting  balance-of-paynients 
positions.  In  w^hatever  system  emerges,  I  am  confident  that  the  dollar  will  play 
a  key  role  both  as  a  trading  and  reserve  currency. 


Exhibit  47. — Remarks  by  Deputy  Under  Secretary  of  the  Treasury  for  Mone- 
tary Affairs  Volcker,  June  8,  1965,  before  the  Forecasting  Conference  of  the 
Chicago  Chapter  of  the  American  Statistical  Association,  on  critical  factors 
in  the  balance-of-payments  problem 

I  do  not  need  tonight,  before  this  expert  audience,  to  review  in  detail  our 
balance-of-payments  performance.  The  overall  results  of  recent  years  are  fa- 
miliar to  all  of  us,  and  I  will  not  belabor  the  basic  point  that  our  deficits  have 
been  both  too  large  and  too  prolonged. 

These  deficits  have  persisted  despite  the  many  elements  of  underlying  strength 
in  our  position :  our  enormous  potential  to  produce,  and  in  particular  to  produce 
efficiently  the  kinds  of  new  and  complex  equipment  in  growing  demand  in  world 
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markets ;  the  productivity  of  our  agriculture  in  a  world  of  rapidly  rising  popula- 
tion and  heavy  pressure  on  resources ;  our  steadily  groAving  world  creditor  posi- 
tion, and  the  rising  returns  our  foreign  investments  will  yield  us  in  the  years 
ahead ;  and,  not  least,  I  would  also  add  the  progress  we  have  been  making,  in 
business  and  Government  alike,  in  learning  to  develop  policies  that  support  our 
objective  of  reasonably  steady  growth  in  employment,  output,  and  income  at 
home  without  inflationary  excesses. 

These  are  some  of  the  factors,  in  addition  to  our  still  large  gold  stock,  that 
have  made,  and  continue  to  make,  the  dollar  the  premier  currency  in  the  world. 
But  these  elements  of  long-term  strength  can  in  no  way  substitute  for  effective 
action  to  close  promptly  the  imbalance  in  our  payments,  not  just  for  a  few 
months  or  a  year,  but  without  relapse  into  the  chronic  deficits  of  recent  years. 

One  of  the  first  lessons  that  is  drilled  into  an  economist  is  that  a  dollar  earned 
in  the  future  cannot  be  equated  with  a  dollar  earned  today.  That  basic  lesson 
applies  wuth  special  force  to  the  balance  of  payments.  Whatever  our  future 
prospects,  failure  to  take  whatever  action  is  required  to  protect  the  dollar  today 
would  strike  at  the  vital  underpinnings  of  the  international  financial  system. 
The  result  would  be  to  impair  the  hard  won  gains  in  trade  and  freer  payments 
during  the  postwar  period,  and  to  undermine  both  our  own  prosperity  and  that 
of  our  trading  partners.  Moreover,  the  Issues  are  not  narrowly  economic.  It 
is  plain  that  a  strong  dollar  is  an  essential  part  of  our  ability  to  discharge 
effectively  our  farflung  military,  diplomatic,  and  foreign  policy  objectives. 

This  overriding  need  to  protect  the  dollar  is  the  essential  setting  for  the  bal- 
ance-of -payments  program  set  forth  by  President  Johnson  in  February,  a  program 
that  commits  us  to  early  elimination  of  our  balance-of-payments  deficit  as  a 
matter  of  high  national  priority. 

I  do  not  mean  tonight  to  debate  the  particulars  of  that  program.  As  you 
know,  it  includes  a  variety  of  measures  to  strengthen  and  reinforce  our  earlier 
efforts  in  a  number  of  directions.  But  we  all  recognize  that  the  key  new  element 
was  the  call  to  the  business  and  financial  communities  for  cooperation,  even  at 
the  expense  of  some  short-run  profit  opportunities,  in  reducing  the  swelling 
outflow  of  private  capital  that  was  threatening  to  undercut  our  entire  balance- 
of-payments  position.  These  are  not  the  kind  of  measures  that  we  want  to,  or 
even  could,  live  with  forever.  But,  after  years  of  sustained  deficit,  it  is  clear 
that  extraordinary  measures  are  essential,  and  that  they  must  be  made  to  work. 

Recognition  of  that  simple  fact  is  implicit.  I  think,  in  the  willing  and  grati- 
fying response  of  businessmen  and  bankers  to  the  program.  The  fragmentary 
data  at  hand  suggest  that  over  the  three  months  since  the  program  was  an- 
nounced our  international  accounts  have  returned  to  balance,  and  possibly  to  a 
surplus,  a  sharp  contrast  to  the  very  large  deficits  in  the  fourth  quarter  of  1964 
and  the  early  weeks  of  this  year.  That  turnabout  was  clearly  importantly  in- 
fluenced by  the  end  of  the  dock  strike  in  February,  and  by  other  temporary 
factors,  and  it  is  far  too  soon  to  try  to  isolate  and  evaluate  the  particular  contri- 
bution of  the  new  program.  But  there  are  signs  that,  amid  the  other  cross- 
currents at  work,  the  special  efforts  of  the  banks  and  businesses  are  beginning 
to  have  an  effect. 

It  would,  however,  be  a  great  mistake  to  conclude,  on  the  basis  of  these  early 
results,  that  the  problem  is  already  solved,  or  that  we  can  look  forward  to  any 
early  relaxation  of  our  efforts.  In  fact,  the  first  few  months  were  bound  to  be 
the  easiest.  It  is  very  useful,  for  instance,  to  achieve  some  reflow  of  liquid 
funds  originally  placed  abroad  simply  for  the  purpose  of  achieving  a  slightly 
higher  interest  return,  and  such  reflows  appear  to  have  been  one  source  of 
balance-of-payments  improvement  in  recent  months.  But  that  source  of  im- 
provement is,  by  its  nature,  a  limited  "one-shot"  affair,  and  cannot  substitute 
for  hard  and  continuing  efforts  to  achieve  increased  exports,  to  maximize  the 
financing  of  foreign  investment  projects  wuth  foreign  funds,  and  to  reassess  or 
defer  marginal  investment  projects.  Similarly,  it  is  one  thing  for  the  banks  to 
cut  back  for  a  few  months  the  extraordinary  bulge  in  foreign  lending  that  de- 
veloped in  1964  and  during  the  earlier  weeks  of  this  year,  as  they  appear  to  be 
doing,  and  another  thing  to  observe  the  Federal  Reserve  guidelines,  and  the 
priorities  within  those  guidelines,  over  time  as  customer  demands  build  up. 
But,  I  see  no  basis  for  optimism  that  the  special  disciplines  of  the  cooperative 
program  can  be  relaxed  in  any  way  until  our  ability  to  maintain  a  balance  over 
a  sustained  period  has  been  fully  demonstrated  and  proved. 
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In  asserting  this,  however,  I  also  recognize  that  full  success  in  our  effort 
to  restore  equilibrium  cannot  be  claimed  until  we  can  finally  phase  out  these 
voluntary  restraints,  and  achieve  equilibrium  under  conditions  more  consistent 
with  normal  market  incentives  and  processes.  So,  it  is  a  fair  question  to  asli 
whether  there  are  forces  and  programs  at  work,  alongside  the  voluntary  effort, 
that  give  promise  of  continued  progress  toward  lasting  equilibrium  in  our  inter- 
national accounts. 

Without  pretending  a  full  analysis  of  that  question  tonight,  I  would  like  to 
touch  upon  developments  in  several  of  the  critical  areas  that  seem  to  me  to  bear 
directly  upon  the  issue. 

First  of  all,  as  you  know,  heartening  evidence  of  an  improvement  in  our  trade 
position  is  already  evident.  The  U.S.  commercial  trade  surplus,  excluding  all 
Government  financed  shipments,  reached  a  new  peak  of  $3.7  billion  last  year, 
an  improvement  of  $900  million  since  1960,  just  before  our  balance-of-payments 
effort  got  underway  in  earnest.  This  performance  is  all  the  more  noteworthy 
for  the  fact  that  it  took  place  during  a  period  of  continuing  expansion  in  the 
American  economy,  an  expansion  that  has  generated  an  increase  of  over  25 
percent  in  our  import  bill  since  1960. 

To  be  sure,  some  nonrecurring  factors  helped  our  1964  performance,  and  we 
cannot  blithely  count  on  so  favorable  results  this  year.  But,  I  believe  evidence 
is  accumulating  that  a  number  of  our  industries  have  begun  to  benefit  from  the 
invigorating  effects  of  increased  competitiveness  in  world  markets  and  that  our 
efforts  to  step-up  export  promotion  and  improve  export  credit  facilities  are  be- 
ginning to  pay  dividends. 

The  key  to  progress  in  this  area  has  been  and  must  remain,  price  stability. 
In  contrast  to  the  noticeable  inflationary  pressures  and  rising  costs  in  nearly  all 
other  industrialized  countries,  our  own  expansion,  despite  some  lapses  in  par- 
ticular cases,  has  so  far  been  notable  for  stability  in  our  unit  labor  costs  and 
the  flatness  of  our  industrial  prices.  Our  wholesale  prices,  for  instance,  average 
only  about  1  percent  higher  than  in  1960,  while  the  increases  in  France,  Germany, 
the  U.K.,  Italy,  and  Austria,  to  take  a  few  leading  European  examples,  have 
ranged  from  8  percent  to  15  percent.  The  contrast  in  consumer  prices  is  at 
least  as  great,  with  European  increases  generally  ranging  from  12  percent  to 
24  percent,  contrasting  with  about  5  percent  in  the  United  States. 

I  am  aware  that  changes  of  this  kind  in  internal  price  structures  are  not 
translated  uniformly  into  export  prices,  and  that  the  impact  of  rising  average 
costs  on  international  competitive  positions  and  flows  of  trade  is  typically  de- 
layed. I  am  also  aware  that  our  relative  price  position  in  export  markets 
deteriorated  during  the  1950's,  so  we  have  had  ground  to  make  up,  and  that,  in 
the  broader  interests  of  orderly  growth  in  the  free  world,  we  cannot  expect  or 
desire  that  our  competitors  in  world  markets  live  with  inflation.  But,  with  all 
the  qualifications,  recent  trends  seem  to  me  to  provide  encouraging  evidence 
that,  in  a  context  of  vigorously  expanding  world  markets,  and  with  responsible 
policies  at  home  alert  to  counter  price  pressures  as  they  appear,  our  large  export 
surplus  can  be  maintained  and  even  increased  in  the  years  ahead. 

Side  by  side  with  the  gradual  recovery  in  our  international  competitive 
position,  our  current  account  has  also  benefited  from  a  swelling  flow  of  interest 
and  dividends  from  abroad.  This  flow  reached  nearly  $4  billion  in  1964  alone, 
an  increase  of  $1.6  billion  over  1960.  And  further  increases  in  these  returns  will 
eventually  follow  from  the  continuing  heavy  outflows  of  investment  in  recent 
years,  as  well  as  from  further  gains  in  business  activity  abroad. 

It  has,  of  course,  been  precisely  in  this  area  of  capital  outflows  that  our  recent 
problems  have  been  centered.  The  United  States  has  been,  and  clearly  should 
remain,  a  sizable  capital  exporter,  both  in  our  own  interests  and  those  of  a 
world  in  critical  need  of  capital  for  development.  But  the  total  of  our  capital 
outflow  in  1964 — reaching  $6%  billion,  or  more  than  $2i4  billion  more  than  the 
already  large  figure  of  1960— was  clearly  placing  an  intolerable  burden  on  our 
balance  of  payments. 

In  examining  the  disequilibrium  in  international  payments  in  recent  years, 
and  in  speculating  on  their  future  shape,  this  outflow  of  American  capital — and 
in  particular  the  flow  of  American  capital  from  the  United  States  to  Western 
Europe — assumes  special  importance.  In  1964,  the  flow  to  Europe,  as  we  record 
it  in  our  statistics,  totaled  about  $2.1  billion,  equivalent  to  two-thirds  of  our 
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entire  deficit  on  regular  transactions  and  about  equal  to  the  whole  of  the  net 
increase  in  European  monetary  reserves.  Viewed  in  the  broader  context  of  the 
basic  capital  needs  of  the  world  economy,  as  well  as  an  immediate  source  of  dis- 
equilibrium in  world  payments,  it  is  incongruous,  to  say  the  least,  that  so  much  of 
our  capital  outflow  should  be  diverted  to  the  second  richest  area  of  the  world, 
an  area  that  should  be  fully  capable  of  generating  its  own  surplus  of  savings  in 
helping  to  meet  the  urgent  needs  of  the  developing  countries. 

Are  there  forces  in  motion  that  promise,  in  this  area,  too,  to  restore  an 
equilibrium,  forces  that  will  permit  in  time  a  relaxation  of  the  special  measures 
undertaken  in  February?  Will  the  voluntary  program  itself  help  pave  the  way 
by  forcing  market  adjustments  that  will  themselves  ease  the  task? 

I  would  argue  without  pretending  to  foresee  the  future  in  detail  or  to  deal 
with  all  the  uncertainties,  that  there  are  some  hopeful  auguries,  as  well  as 
continuing  problems.  For  instance,  partly  responding  to  the  incentives  implicit 
in  the  interest  equalization  tax,  Europe  has  already  demonstrated  its  ability  to 
absorb  a  much  larger  volume  of  new  foreign  bond  issues,  with  the  total  in  1964 
reaching  nearly  a  billion  dollars,  almost  double  the  previous  record.  And  tliis 
burst  of  activity  was  accompanied  by  some  useful  experimentation  with  new 
institutional  arrangements  to  broaden  the  market,  including  notably  the  wide- 
spread use  of  the  dollar  as,  in  effect,  a  common  unit  of  accoimt. 

Against  this  encouraging  development  must  be  set  the  fact  that,  as  the  Euro- 
pean markets  absorbed  this  larger  volume  of  foreign  financing  in  1964,  long-term 
interest  rates  rose,  and  in  some  cases  sharply.  For  instance,  in  the  German 
market,  where  the  largest  portion  of  the  foreign  issues  was  placed,  long-term 
rates  have  now  reached  7  percent  or  more,  in  contrast  to  6  percent  18  months 
ago.  Increases  of  one-half  percent  or  more  in  other  countries  were  common. 
And,  as  the  pressures  on  the  European  markets  increased,  foreign  demands  for 
capital  tended  to  seep  back  into  the  American  market  through  bank  loans  or 
other  channels. 

In  the  Euro-dollar  market,  to  take  the  other  end  of  the  maturity  spectrum, 
rates  have  moved  up  appreciably  since  February.  So  in  that  case,  too,  restraint 
by  the  United  States  may  have  had  the  effect,  at  least  in  the  short  run,  of  some- 
what increasing  interest  rate  differentials. 

In  part,  these  developments  seem  to  me  a  symptom  of  underdeveloped  capital 
markets  in  Europe,  the  full  consequences  of  which  the  Europeans  have  escaped 
in  the  past  by  ready  access  to  our  own  markets  as  a  source  of  marginal  capital. 
But  more  broadly,  it  is  also  a  reflection  of  the  fact  that  the  European  economies, 
by  and  large,  have  been  running  full  tilt,  with  inflationary  pressures  of  a  kind 
that  their  monetary  authorities  would  like  to  brake,  and  have  been  braking, 
through  monetary  policy.  And  beneath  the  surface  is  the  implication  of  a  high 
rate  of  return  on  capital  investment  in  Europe,  and  in  the  end  funds  tend  to 
flow  where  the  profit  outlook  is  best. 

The  extent  to  which  the  Europeans  carry  through  in  improving  their  own 
capital  markets  remains  to  be  seen.  Certainly,  until  European  markets  achieve 
the  greater  degree  of  cohesion,  flexibility,  and  eflicieucy  necessary  if  they  are 
to  provide  at  rates  within  a  normal  range,  the  large  blocks  of  capital  essential  for 
their  own  growth,  and  for  meeting  a  portion  of  the  needs  of  other  countries,  the 
threat  of  recurring  disequilibrating  capital  flows  will  remain.  There  are  hopeful 
signs  of  progress,  but  also  many  obstacles  to  the  kind  of  relaxation  of  restraints 
and  restrictions  in  foreign  markets,  government  or  private,  that  circumstances 
would  seem  to  warrant. 

Meanwhile,  the  interest  equalization  tax,  by  I'aising  in  a  nondiscriminatory 
way,  the  interest  cost  for  borrowers  in  developed  countries  entering  our  market, 
is  designed  to  afford  protection  against  this  kind  of  structural  disequilibrium  in 
world  capital  markets.  We  have  asked  that  that  tax  be  extended  through  1967. 
A  tax  of  this  kind,  operating  through  price  and  cost  incentives  in  ways  consistent 
with  normal  market  forces,  seems  to  me  a  tool  well  adapted  to  meeting  this  par- 
ticular kind  of  problem. 

Beyond  the  question  of  structural  market  diffei-ences,  there  is  little  doubt  that 
we  have  made  progress  tow^ard  closing  the  gap  which  had  so  clearly  developed 
during  the  ]9o0's  in  basic  rates  of  return  and  profitability  on  investment  between 
the  United  States  and  Europe.  Let  me  review  just  a  few  figures  bearing  on 
the  issue. 
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Corporate  profits  in  the  United  States  from  1957-60  averaged  $21.9  billion 
after  taxes,  and  the  ratio  to  GNP  had  declined  to  4.7  percent,  a  fact  reflected  in 
the  widespread  concern  expressed  over  a  "profits  squeeze."  By  the  first  quarter 
of  this  year,  however,  aftertax  profits  were  running  two-thirds  higher  at  $36.5 
billion,  and  had  returned  to  5.6  percent  of  GNP,  despite  the  effects  of  more 
liberal  depreciation  guidelines  in  encouraging  corporations  to  increase  deprecia- 
tion allowances  at  the  expense  of  reported  profits.  Looking  at  manufacturing 
industries  alone,  aftertax  profit  margins  on  sales  rose  from  4.5  percent  in  the 
1957-60  period  to  5.4  percent  in  the  final  quarter  of  1964,  a  gain  of  20  percent. 
And  even  more  directly  relevant  to  investment  decisions,  the  rate  of  return  on 
equity  in  manufacturing  industries  has  climbed  over  the  same  period  from  9.8 
percent  to  12.4  percent. 

Clearly,  this  improved  climate  for  investment  in  the  United  States  has  not, 
in  itself,  so  far  prevented  a  rising  capital  outflow — or  encouraged  an  equivalent 
rise  in  foreign  investment  here — amid  all  the  other  factors  bearing  upon  these 
investment  decisions.  But  there  are  signs  that  the  extraordinary  investment 
and  profit  opportunities  in  Europe  that  developed  out  of  its  rapid  growth  and 
the  development  of  the  Common  Market  in  the  late  1950's  and  early  1960's  are 
gradually  being  exhausted.  And  it  does  seem  to  me  that,  slowly  but  surely,  this 
kind  of  narrowing  of  the  gap  in  investment  prospects  cannot  fail  to  exert  a  favor- 
able effect  in  bringing  a  more  balanced  flow  of  funds  internationally,  as  long-range 
investment  programs  are  established  and  formulated  not  on  the  basis  of  condi- 
tions that  existed  a  few  years  ago,  but  on  the  basis  of  today's  facts  and  the 
brighter  prospects  for  the  home  market. 

This  is  an  area  in  which  our  domestic  needs  coincide  directly  with  the  require- 
ments of  international  equilibrium.  As  you  know,  our  fiscal  policies  have  been 
fundamentally  reoriented  in  recent  years  to  help  sustain  our  busines  expansion 
and  improve  our  profit  potential.  The  results,  in  terms  of  our  domestic  economy, 
are  plain,  and  I  am  confident  the  improved  domestic  investment  climate  should 
help  us  internationally  as  well.  Moreover,  we  have  proposed  measures  to  en- 
courage foreigners  themselves  to  share  in  these  benefits  by  removing  features 
of  our  tax  structure  that  discourage  foreign  investment  here  out  of  all  proportion 
to  the  revenues  generated. 

In  summary,  as  we  look  ahead,  in  the  investment  area  as  in  the  current  account, 
there  are  some  encouraging  signs  that  basic  forces  are  at  work  toward  equi- 
librium. Many  problems  remain  and  no  precise  timetable  can  be  specified.  But 
the  opportunities  are  clear,  if  we  have  the  will  and  wisdom  to  seize  them. 

The  nature  of  the  challenge  is  clear.  For  example,  past  experience  indicates 
that  the  task  of  maintaining  price  stability  can  be  even  more  diflSeult  as  levels 
of  unemployment  decline.  Good  as  our  past  performance  has  been  in  this 
respect.  Government,  business,  and  labor  must  continue  to  face  up  to  their  own 
responsibilities  in  protecting  and  extending  that  record  against  any  new  threats 
on  the  horizon.  We  must  be  equally  alert  to  the  dangers  of  recession  or  stagna- 
tion that  could  only  impair  investment  prospects  at  home  and  increase  incentives 
to  the  outflow  of  funds,  while  undermining  our  prospects  for  continuing  growth 
in  productivity  and  maintaining  our  lead  in  technology.  At  the  same  time,  as 
our  accounts  begin  to  respond  to  the  voluntary  program,  we  must  not  be  under 
any  illusion  that  we  can  delay  or  weaken  measures,  large  or  small,  to  reduce  the 
outflow  of  Government  dollars  abroad,  to  spur  our  exports,  and  to  encourage 
tourism  in  the  United  States. 

The  other  side  of  the  coin  seems  to  me  equally  clear.  There  is  no  room  for 
relaxation  of  the  voluntary  program  in  a  presumption  that  the  long-range  fac- 
tors and  other  measures  upon  which  I  have  concentrated  tonight  will  predictably 
and  promptly  restore  equilibrium,  no  matter  how  favorable  they  may  api)ear 
to  be.  The  time  has  come  when  we  must  end  our  deficits,  and  end  them  de- 
cisively. We  cannot  escape  into  the  long  run,  nor  can  we  procrastinate  in  the 
idle  hope  that  some  alchemy  in  the  form  of  a  new  international  monetary  system 
will  ease  the  task. 

I  am  confident  that,  with  the  continued  willing  cooperation  of  the  business 
and  financial  communities,  we  will  succeed  in  our  effort.  Anything  less  will 
fall  short  of  our  needs. 


EXHIBITS 


417 


Exhibit  48. — Treasury  and  Federal  Reserve  foreign  exchange  cperations, 

March-August  1964 

Tltii^  fifth  joint  interim  report  reflects  the  Treasury-Federal  Reserve  policy  of 
makinf/  available  additional  information  on  foreign  exchange  operations  from 
time  to  time.  The  Federal  ]\eserrG  Hank  of  Neio  York  acts  as  agent  for  both 
the  Treasury  and  the  Federal  Open  Market  Committee  of  the  Federal  Reserve 
System,  in  the  conduct  of  foreign  exchange  operations. 

Thi,^  report  ivas  prepared,  by  Charles  A.  Coombs,  Vice  President  in  charge  of 
the  Foreign  Department  of  the  Federal  Reserve  Bank  of  Neiv  York,  and  Special 
Manager,  System  Open  Market  Account.^ 

During  the  6-montb  period  March-August  1964,  international  credit  facilities, 
botli  bilateral  and  multilateral,  were  again  frequently  called  upon  to  cushion 
the  impact  upon  gold  and  foreign  exchange  reserves  of  payments  imbalances 
among  the  major  trading  nations.  Official  operations  in  the  forward  marliets 
helped  to  smooth  temporary  swings  during  the  period,  while  the  gold  pool  ar- 
rangements continued  to  operate  effectively.  Transfers  of  gold  among  the 
central  banks  also  fulfilled  their  customary  role  of  helping  to  settle  payments 
imbalances,  but  the  volume  of  such  official  gold  transfers  declined  still  further. 
The  decline  reflected  both  a  tendency  toward  narrowing  of  payments  imbalances 
as  well  as  economies  in  the  use  of  gold  made  possible  by  the  development  of 
international  credit  facilities. 

At  the  short-term  end  of  the  credit  spectrum,  the  Federal  Reserve  swap  net- 
work had  been  broadened  by  late  1963  to  include  12  foreign  official  institutions, 
involving  reciprocal  credit  lines  totaling  $2,050  million.  During  the  period 
under  review  the  short-term  credit  needs  of  the  various  central  banks  concerned 
were  readily  accommodated  under  the  existing  swap  lines  and  other  central 
bank  credit  facilities.  From  INIarch  through  late  August,  drawings  by  the 
Federal  Resen'e  and  by  three  foreign  central  banks  amounted  to  $262  million. 

From  the  inception  of  the  swap  network  in  March  1902  through  late  August 
1964,  total  central  banli  drawings  amounted  to  $1,870  million.  Of  this  amount 
$1,753  million,  or  94  percent,  was  repaid,  generally  within  6  months.  The  Fed- 
eral Reserve  shifted  from  a  peak  net  debtor  position  of  $342  million  on  December 
13,  1963,  to  a  net  creditor  position  of  $44.5  million  in  late  August  1904.  Drawings 
on  the  Federal  Reserve  swap  network  outstanding  in  late  August  included  $80 
million  by  the  Bank  of  Japan,  partially  offset  by  Federal  Reserve  use  of  $28 
million  drawn  on  the  Netherlands  Bank  and  $7.5  million  on  the  National  Bank 
of  Belgium. 


Table  I. — Federal  Reserve  reciprocal  currency  agreements,  Aug.  31, 

1964 

Other  party  to  agreement 

Amount 

of  facility 

(in  millions 

of  dollars) 

Term 
(months) 

Bank  of  Franco _                                                                         

100 

500 

100 

50 

250 

150 

150 

250 

250 

50 

50 

150 

3 

Bank  of  England-        _  _                                                 _ 

12 

Netherlands  Bank _        .     .      

.S 

National  Bank  of  Belgium-..  .                                                                              

6 

Bank  of  Canada.  .      .      .                                                      .  

V2 

Bank  for  International  Settlements 

Swiss  National  Bank 

6 

(Jerman  Federal  Bank 

fi 

Bank  of  Italy  — - 

6 

Austrian  National  Bank •                                

12 

Bank  of  Sweden .                                                      

12 

Bank  of  Japan _    .  ... 

12 

Total  for  aU  banks .      

2,050 

The  Federal  Reserve  and  U.S.  Treasury  in  cooperation  with  foreign  central 
banks,  also  conducted  short-term  forward  operations  in  sterling,  German  marks, 
Swiss  francs,  and  Canadian  dollars,  in  order  to  restrain  short-term  money  flows 


1  For  preyious  reports  on  Treasury  and  Federal  Reserve  foreign  exchange  operations,  see 
190:i  annual  report,  pp.  469-80;  1963  annual  report,  pp.  386-93;  and  1964  annual  report, 
pp.  322-39. 
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ari.sing  either  from  speculation  or  interest  arbitrage.  Over  the  period  the 
Treasury  reduced  its  commitments  in  the  forward  markets  from  $248  million  to 
$82.5  million,  all  in  Swiss  francs,  on  August  31,  while  the  Federal  Reserve 
position  on  market  transactions  was  in  balance  on  the  latter  date.  The  central 
banks  of  Germany,  Canada,  Switzerland,  and  Italy  aLso  operated  from  time  to 
time  in  the  forward  markets,  and  in  each  case  achieved  the  desired  effect  on 
the  flow  of  funds. 

As  noted  in  the  report  of  the  Deputies  of  the  Group  of  Ten,  "The.se  demon- 
strations of  close  central  bank  cooperation  are  them.selves  an  effective  deter- 
rent to  speculative  movements.  Their  informalit.v,  speed,  and  flexibility  make 
them  especially  suitable  as  a  first  line — and  short-term — defense  against  sudden 
balance  of  payments  pressures.  Over  the  past  several  years,  they  have 
mobilized  massive  resources  in  a  short  time  to  combat  and  limit  speculative  and 
crisis  situations.  Their  success  has  greatly  reduced  the  threat  to  official  re- 
serves from  disequilibrating  movements  of  private  short-tei'm  capital." ' 

Table  II. — Operations    under    Federal    Reserve    reciproca     currency    agreements, 

1962-64 

[In  millions  of  dollars] 


Bank 

1962 

1963 

1964 

Total 

I 

II 

III 

IV 

I 

II 

III 

IV 

I 

II 

Bank  of  France 
Drawings 

50.0 

12.5 

9.0 
12.5 

10.0 
10.0 

60.0 
20.0 

15.0 
15.0 

20.0 
20.0 

100.0 
5.0 

80.0 
5.0 

136.0 
113.0 

'50.0 

71.5 

Repayments 

50.0 

9.0 

'15.0 

71.5 

Bank  of  England 
Drawings .. 

50.0 

25.0 

'25.0 
25.0 

50.0 

15.0 
17.5 

"i'25"6 

40.0 
50.0 

10.0 
5.0 

125. 0 

Repayments 

50.0 

40.0 
50.0 

10.5 
10.5 

110.0 

Netiierlands  Bank 
Drawings 

10.0 

10.0 

20.0 
5.0 

"io^o' 

30.0 
32.5 

210.0 

Repayments       

55.0 

25.0 

210.0 

National  Bank  of 
Belgium  2 
Drawings 

100.5 

Repayments 

15.0 

100.5 

Bank  of  Canada 
Drawings 

•  250.  0 

270.0 

Repayments 

'  250. 0 

20.0 
15.0 

270.0 

Bank  for  International 
Settlements 

60.0 
10.0 

50.0 

50.0 

230.  0 

Repayments 

9.5 

45.5 

15.0 

55.0 
115.0 

'  100.  0 

130.0 

25.0 
100.0 

i'l50^o" 

230.0 

Swiss  National  Bank 
Drawings 

155.0 

Repayments 

50.0 
150.0 

iis'o' 

155.0 

German  Federal  Bank 
Drawings 

341.0 

Repayments 

341.0 

Bank  of  Italy 

50.0 

200.0 

Repayments 

50.0 

200.0 

Austrian  National 
Bank 
Drawings 

50.0 

50.0 

Repayments 

50.0 

50.0 

Bank  of  Japan 
Drawings 

'50.0 

50.0 

Repayments 

Total  for  all  banks 
Drawings              

50.0 

310.0 

160.5 
170.5 

150.0 
270.0 

55.0 
152.0 

240.0 
138.0 

112.5 
193.0 

480.0 
200.5 

155.0 
209.0 

90.0 
405.0 

1,  803. 0 

Repayments 

1,  738. 0 

'  Drawings  and  repayments  made  by  foreign  central  bank. 

2  Data  represent  disbursements  and  repurchases  under  the  $50  million  arrangement,  which  has  remained 
fully  drawn  since  its  inception.  A  total  of  $45  million  disbursements  were  initiated  by  the  National  Bank 
of  Belgium. 


In  the  medium-term  segment  of  the  international  credit  spectrum,  the  U.S. 
Treasury  issued  an  additional  $474  million  of  bonds  in  the  foreign  currency 
series,  while  redeeming  $200  million  for  a  net  addition  of  $274  million  equiva- 


1  Ministerial  Statement  of  The  Group  of  Ten  and  Annem  Prepared  hy  Deputies,  Aug.  10, 
1964,  published  in  1964  axinual  report,  pp.  343-365. 
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lent.      The    total    of    foreign    currency    securities    outstanding    on    August   31 
amounted  to  $1,035  million,  distributed  as  shown  in  table  III. 

Of  the  $474  million  of  foreign  currency  bonds  issued  during  the  period  under 
review,  $70  million  were  employed  to  fund  indebtedness  previously  incurred  by 
the  Federal  Reserve  by  drawings  upon  the  swap  network.  Of  total  Federal 
Reserve  repayments  of  swap  drawings  since  the  inception  of  the  network,  $120 
million,  or  roughly  9  percent,  have  been  so  financed. 

Table  III. —  U.S.  Treasury  securities  denominated  in  foreign  currencies,  Aug.  31, 

1964 

[In  millions] 


Issued  to 

Amount  in 

foreign 

currency 

U.S.  dollar 
equivalent 

Austrian  National  Bank _      -  

Sch. 

BF 

DM 

SF 
SF 

1,300 
1,500 
2,500 
1,112 
300 

$50.3 

National  Bank  of  Belgium -  .  _ 

30.1 

German  Federal  Bank _ 

628.2 

Swiss  National  Bank                                _           -  - 

1  257.  3 

Bank  for  International  Settlements -         -  

69.5 

Total                         -    .           

1,  035.  4 

1  Includes  a  $30  million  equivalent,  1-year  certificate  of  indebtedness. 

Also  in  the  medium-term  credit  area,  the  United  States  drew  $250  million 
of  foreign  currencies  during  the  first  8  months  of  the  year  under  a  $500  million 
standby  agreement  with  the  International  Monetary  Fund  (renewed  for  an- 
other year  in  July  1964)  in  order  to  facilitate  repayments  to  the  Fund  by  other 
member  countries.  In  other  sizable  Fund  transactions,  the  Bank  of  Italy  in 
March  drew  a  total  of  $225  million.  Also  in  March  Japan  was  granted  standby 
facilities  in  the  amount  of  $305  million.  In  August  the  United  Kingdom 
renewed  its  standby  arrangement  of  $1,000  million  with  the  Fund. 

Liquid  resources  for  cushioning  payments  imbalances  have  thus  continued 
to  be  flexibly  provided  through  the  international  credit  machinery.  As  noted 
in  the  report  of  the  Deputies  of  the  Group  of  Ten,  "A  country's  liquidity  is 
no  longer  measured  solely  by  the  level  of  its  reseiwes  in  the  form  of  gold  and 
reserve  currency  balances  (primary  reserves) .  There  is  now  a  variety  of  ways  in 
which  monetary  authories  can,  at  need,  replenish  their  balances  of  the  cur- 
rencies used  for  operations.  Primary  reserves  are  thus  supplemented  by  a 
broad  spectrum  of  other  resources  and  facilities.  At  one  end  of  this  range 
come  'other  reserves'  of  only  slightly  less  liquidity  but  of  unquestioned  avail- 
ability; at  the  other  end  of  the  range  are  negotiated  credits,  including  those 
which  will  only  be  available  when  an  international  institution  is  satisfied  that 
the  borrower  will  employ  efliective  adjustment  processes  to  correct  his  deficit." 

Sterling 

In  early  February  sterling  came  under  some  speculative  selling  pressure. 
The  main  factors  involved  seemed  to  be  uncertainties  generated  by  expecta- 
tions of  a  general  election  in  the  spring,  by  publication  of  January  trade  data 
showing  an  unusually  large  trade  deficit,  and  by  market  rumors  of  a  revalua- 
tion of  the  German  mark.  These  speculative  pressures  were  resisted  by  Bank 
of  England  intervention  in  the  exchange  markets  and,  in  a  minor  way,  by 
Federal  Reserve  purchases  of  sterling  in  New  York. 

On  February  27  the  Bank  of  England  raised  its  discount  rate  from  4  percent 
to  5  percent.  This  decisive  action  produced  an  immediate  strengthening  of 
market  confidence  in  sterling  and  the  sterling  rate  recovered  sharply.  Follow- 
ing the  increase  in  the  discount  rate,  the  British  Treasury  bill  rate  rose  to  a 
level  about  0.60  percent  per  annum  over  the  U.S.  bill  rate,  but  the  forward 
discount  on  sterling  promptly  widened,  and  the  covered  arbitrage  margin  on 
Treasury  bills  settled  at  about  zero.  Almost  simultaneously  with  the  British 
discount  rate  increase,  the  Federal  Reserve  and  U.S.  Treasury  joined  forces 
with  the  German  Federal  Banlv  in  both  spot  and  forward  operations  in  German 
marks.  As  detailed  elsewhere  in  this  report,  these  operations  seemed  to  achieve 
their  objective  of  dispelling  market  rumors  of  a  possible  change  in  the  mark 
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parity,  and  thereby  also  helped  to  relieve  the  pressure  on  sterling  that  had 
been  coining  from  this  source. 

In  early  April  sterling  strengthened  further  following  the  announcement  that 
the  British  general  elections  would  not  be  held  until  October.  Immediately 
thereafter  commercial  interests  that  had  previously  postponed  their  purchases 
bought  sterling  to  cover  their  near-teinn  requirements,  and  the  spot  rate  for 
the  pound  sterling  rose  to  $2.8002  by  the  end  of  the  month.  Demand  from  this 
source,  together  with  the  continued  strength  of  the  payments  positions  of  the 
overseas  sterling  area,  bolstered  during  April  and  most  of  May. 

In  the  last  few  days  of  May,  however,  sterling  once  again  came  under  pressure 
as  the  covering  of  commitments  was  completed  and  as  very  tight  conditions  in 
several  continental  money  markets,  as  well  as  in  the  Euro-dollar  market,  drew 
funds  from  London.  Moreover,  toward  the  end  of  June  the  usual  midyear  "win- 
dow dressing"  by  continental  banks  put  additional  temporary  pressure  on  sterling. 
To  temper  the  impact  of  these  movements  of  funds  on  ofBcial  reserves,  the  Bank 
of  England  on  June  30  drew  $15  million  against  its  $500  million  swap  line  with  the 
Federal  Reserve.  The  drawing  was  repaid  on  July  13.  Also  in  June,  the 
Federal  Reserve  Bank  of  New  York  purchased  for  U.S.  Treasury  account 
approximately  $6  million  in  sterling. 

As  the  credit  squeeze  in  continental  European  money  market  centers  continued 
into  July,  sterling  was  subject  to  recurrent  selling  pressure  and  the  spot  rate  on 
sterling  moved  downward  with  a  minimum  of  official  support  to  a  low  for  the 
month  of  $2.7874  on  July  20.  In  a  market  aware  of  British  Government  deter- 
mination to  defend  the  sterling  parity  with  the  ready  support,  if  needed,  of  the 
IMF  standby  arrangement,  the  Federal  Reserve  swap  line,  and  credit  facilities  at 
other  central  banks,  the  decline  of  the  spot  rate  was  taken  in  stride  with  no  specu- 
lative reaction  developing.  Moreover,  as  the  spot  rate  declined,  the  technical  posi- 
tion of  sterling  was  correspondingly  improved  by  the  increasing  risk  of  a  rebound 
of  the  spot  rate  and  consequent  loss  to  those  with  short  positions  in  sterling. 
Again  reflecting  the  underlying  strength  of  market  confidence  in  the  sterling 
parity,  the  discount  on  forward  sterling  also  tended  to  narrow  as  the  spot  rate 
declined. 

The  strength  of  the  forward  sterling  rate,  while  gratifying  to  all  concerned, 
nevertheless  created  certain  complications.  As  the  discount  on  forward  sterling 
tightened,  the  covered  interest  arbitage  differential  favoring  London  on  Treasury 
bills  became  correspondingly  more  attractive  and  by  July  13  had  reached  the 
level  of  0.44  percent  per  annum.  To  forestall  private  covered  outflows  in  response 
to  this  arbitrage  inducement,  the  Federal  Reserve  with  the  agreement  of  the 
British  authorities  intervened  in  the  market  to  widen  out  the  discount  on  forward 
sterling  and  thereby  reduce  the  arbitrage  differential.  This  intervention,  amount- 
ing to  a  total  of  $28  million  equivalent  during  a  5-day  period,  was  accomplished 
by  swap  transactions  in  the  New  York  market,  with  the  Federal  Reserve  Bank 
of  New  York,  for  System  account,  buying  sterling  spot  and  selling  sterling  for- 
ward against  U.S.  dollars.  At  the  same  time,  on  July  20,  the  Treasury  announced 
that  it  was  offering  an  additional  $1  billion  of  Treasury  bills  to  help  strengthen 
U.S.  bill  rates.  By  July  23  the  arbitrage  margin  on  Treasury  bills  in  favor  of 
London  had  been  reduced  to  0.32  percent  per  annum,  and  intervention  was 
discontinued. 

In  mid-August  sterling  once  again  came  under  pressure  in  the  spot  market  as 
continental  holders  apparently  shifted  funds  from  sterling  into  the  Euro-dollar 
market.  Spot  sterling  reached  a  low  in  New  York  of  $2.7839  on  August  27,  but  the 
forward  rate  stayed  relatively  firm  as  market  confidence  in  the  sterling  parity  re- 
mained undisturbed. 

On  March  31  the  Federal  Reserve  sold  to  the  U.S.  Treasury  $10  million  equiva- 
lent of  sterling,  which  was  used  by  the  Treasury,  together  with  $5  million  equiva- 
lent of  its  own  sterling  holdings,  to  acquire  $15  million  equivalent  of  Swiss  francs 
through  a  sterling-Swiss  franc  swap  with  the  Bank  for  International  Settle- 
ments. Federal  Reserve  and  Treasury  swaps  of  this  nature — involving  the  ex- 
change of  one  foreign  currency  for  another — have  now  included  five  European 
currencies  and  amounted  to  a  total  of  $115  million  equivalent.  Of  this  total,  $51 
million  equivalent  remained  outstanding  at  the  end  of  August — $13  million  equiv- 
alent for  System  account  and  $38  million  equivalent  for  Treasury  account — all 
involving  the  purchase  of  Swiss  francs  against  sterling. 
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German  marks 

During  19G3,  there  was  almost  continuous  upward  pressure  on  the  German 
mark.  The  pressure  reflected  mainly  a  substantial  increase  in  the  German 
foreign  trade  surplus,  large  inflows  of  long-term  capital,  and  occasional  inflows 
of  short-term  funds  in  response  to  tight  money  market  conditions  or  hedging 
operations.  Although  the  Federal  Reserve  frequently  drew  upon  its  $250  million 
swap  line  with  the  German  Federal  Bank  in  order  to  cushion  these  pressures,  all 
drawings  effected  during  1963  had  been  repaid  by  January  9,  1964,  through  opera- 
tions summarized  in  the  preceding  report  in  this  series. 

In  late  January  and  February  1964,  buying  pressure  on  the  mark  resumed  in 
even  greater  force,  with  indications  of  speculative  overtones  developing.  To 
counter  these  pressures,  the  German  Federal  Bank  intervened  strongly  in  Frank- 
furt— buying  dollars  at  rates  just  below  the  ceiling  on  the  mark.  In  addition,  the 
Federal  Reserve  made  sizable  new  drawings  on  the  swap  line  to  support  market 
intervention  in  New  York  and  to  absorb  dollars  taken  in  by  the  German  Federal 
Bank.  During  the  first  half  of  March,  Federal  Reserve  drawings  totaled  $55  mil- 
lion equivalent. 

These  operations  in  the  spot  market  were  reinforced  by  a  resumption — for  the 
first  time  since  1961 — of  joint  operations  by  the  U.S.  Treasury  and  the  German 
Federal  Bank  in  the  forward  market  in  an  effort  to  dispel  rumors  of  a  prospective 
change  in  the  mark  parity.  Sales  of  3-month  forward  marks  amounted  to  ap- 
proximately $21  million  equivalent  between  the  end  of  February  and  the  middle 
of  March  at  rates  ranging  between  0.96  percent  and  0.75  percent  per  annimi 
premium  on  the  mark.  All  of  these  contracts  were  liquidated  without  difficulty  at 
maturity. 

On  March  23  an  important  turning  point  occurred  as  the  German  Government 
announced  its  intention  to  propose  to  Parliament  the  imposition  of  a  25  percent 
withholding  tax  on  the  interest  income  of  nonresidents.  This  action  not  only 
checked  the  long-term  capital  inflow,  l)ut  actually  induced  liquidation  of  a  con- 
siderable volume  of  foreign  investments  in  German  fixed-interest  securities. 
Earlier,  on  March  10,  the  German  Federal  Bank  had  already  taken  steps  to  en- 
courage an  outflow  of  German  funds  into  dollar  investments  by  providing  dollars 
on  a  swap  basis — selling  dollars  spot  and  repurchasing  them  90  to  ISO  days  for- 
ward— to  German  commercial  banks  for  purchases  of  U.S.  Treasury  bills  at  a 
preferential  discount  of  0.50  percent  per  annum  on  the  forward  dollar.  This  com- 
pared with  a  market  discount  at  the  time  of  more  than  0.75  percent  per  annum. 
By  April  15  the  total  of  such  dollar  investment  swaps  outstanding  had  risen  to  $186 
million.  As  a  consequence  of  the  outflows  on  both  short-  and  long-term  capital  ac- 
count, the  exchange  market  moved  into  a  much  closer  balance  that  continued  to 
prevail  during  April  and  May. 

In  these  circumstances,  the  Federal  Reserve  Bank  of  New  York  was  able  in  late 
March  to  acquire  for  System  account  $20  million  equivalent  of  marks  and  thereby 
to  reduce  its  swap  drawings  from  $55  million  to  $35  million  equivalent.  This  re- 
maining drawing  was  liquidated  on  March  31  by  purchase  from  the  Bank  of  Italy 
of  $35  million  of  marks  originating  in  an  Italian  drawing  of  marks  from  the  IMF. 
On  the  same  date,  the  U.S.  Treasury  acipdred  $45  million  equivalent  of  marks 
from  the  same  source.  The  Treasury  subsequently  employed  the  bulk  of  these 
mark   funds    to   absorb  dollars   taken   in  by   the  German   Federal   Bank. 

These  exchange  transactions  illustrate  how  the  United  States,  because  of  the 
reserve-currency  role  of  the  dollar,  now  responds  to  the  ebb  and  flow  of  the  pay- 
ments balances  of  foreign  countries.  During  the  winter  months  of  1963-1)4  the 
large  surplus  in  the  German  balance  of  payments  was  accompanied  by  a  very  large 
deficit  in  Italian  payments.  This  imbalance  within  the  Common  Market  brought 
about  a  simultaneous  weakening  of  the  lira  and  a  strengthening  of  the  mark 
against  the  dollar,  the  currency  in  which  both  the  Bank  of  Italy  and  the  German 
Federal  Bank  customarily  settle  their  international  accounts.  These  exchange 
market  pressures  were  intensified  by  widespread  rumors  of  a  revaluation  of  the 
mark  and  a  devaluation  of  the  lira. 

As  a  short-run  defensive  measure,  recourse  to  central  bank  credit,  in  the  form 
of  Bank  of  Italy  drawings  of  dollars  from  the  Federal  Reserve  and  Federal  Re- 
serve drawings  of  marks  from  the  German  Federal  Bank,  served  to  temper  these 
potentially  disturbing  market  pressures  with  benefit  for  all  concerned.  Conse- 
quently when  the  Italian  Government  had  recourse  to  the  IMF,  it  was  entirely 
appropriate  for  the  Federal  Reserve  and  the  U.S.  Treasury,  which  had  operated  to 
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cushion  the  immediate  impact  of  both  tlie  Italian  deficit  and  the  German  surplus, 
to  liquidate  their  marli  commitments  by  acquiring  marlvs  drawn  by  Italy  from 
the  IMF. 

A  second  aspect  of  U.S.  involvement  in  the  German-Italian  payments  imbalance 
was  the  repayment  by  the  U.S.  Treasury  of  $200  million  of  lira  bonds  issued  to  the 
Banlv  of  Italy  in  1962  and  the  issuance  to  the  German  Federal  Bank  of  $200  million 
equivalent  of  mark  bonds.  In  effect,  medium-term  foreign  currency  bonds,  pre- 
viously acquired  by  the  Bank  of  Italy  in  partial  settlement  of  the  surplus  in  its 
balance  of  payments,  were  transformed,  as  had  been  originally  understood, 
into  a  usable  reserve  asset  as  Italy  shifted  from  a  creditor  to  a  debtor  position. 
The  lira  bonds  were  redeemed  and,  in  practice,  transferred  to  the  German  Federal 
Bank,  becoming  an  attractive  investment  medium  denominated  in  German  marks 
in  which  Germany  could  hold  a  part  of  its  balance  of  payments  surplus. 

The  rationale  of  this  operation  had  been  foreshadowed  in  a  joint  central  bank 
report  published  in  August  1963,  which  suggested  :  ^ 

"Even  after  the  United  States  has  regained  equilibrium  in  its  payments  ac- 
counts, certain  countries  will  from  time  to  time  move  into  a  strong  creditor  posi- 
tion which  will,  in  turn,  expose  the  United  States,  as  banker  for  the  international 
financial  system,  to  the  risk  of  net  drains  upon  its  gold  stock.  We  have  previously 
suggested  that  informal  understandings  should  be  sought  whereby  the  creditor 
countries  might  attempt,  either  through  greater  flexibility  in  their  gold  policy  or 
through  more  extensive  use  of  forward  exchange  and  related  operations,  to  avoid 
causing  a  net  drain  upon  the  U.S.  gold  stock.  To  round  out  such  a  system  of  mini- 
mizing net  losses  of  gold  by  the  United  States  as  a  result  of  pronounced  surplus 
and  deficit  positions  in  other  countries,  the  United  States  might  also  find  it  useful 
on  occasion  to  provide  the  creditor  country  with  an  investment  outlet  for  its 
surplus  in  the  form  of  special  bonds  denominated  in  the  creditor's  currency." 

Still  a  third  aspect  of  the  pivotal  role  of  the  United  States  in  the  international 
financial  mechanism  was  a  sale  of  $200  million  of  gold  by  the  Bank  of  Italy  to  the 
U.S.  Treasury  in  order  to  replenish  the  dollar  reserves  of  the  Bank  of  Italy.  The 
Treasury  immediately  resold  this  gold  to  the  German  Federal  Bank  in  recognition 
of  the  fact  that  the  Italian  deficit  and  German  surplus  were,  to  a  considerable  ex- 
tent, opposite  sides  of  the  same  coin. 

No  further  operations  in  German  marks  for  either  Federal  Reserve  or  Treasury 
account  occurred  until  early  June  when  a  brief  revival  of  speculation  concerning 
a  mark  revaluation  was  met  by  sales  on  the  New  York  market  of  $.5  million  of 
marks  for  Federal  Reserve  account  and  $6  million  for  U.S.  Treasury  account. 
The  German  Federal  Bank  simultaneously  suppoited  the  dollar  with  sizable 
operations  in  Frankfurt,  and  on  June  3  the  Treasury  employed  $40  million  equiva- 
lent of  mark  balances  acquired  at  the  time  of  the  Italian  drawing  on  the  IMF  to 
absorb  dollars  taken  in  by  the  German  Federal  Bank.  Buying  pressure  on  the 
mark  was  further  intensified  in  mid-June  by  commercial  bank  window-dressing 
operations,  and  $150  million  of  the  resultant  inflow  to  the  German  Federal  Bank 
was  absorbed  by  an  additional  Treasury  issue  of  mai-k-denominated  bonds.  This 
latest  issue  raised  the  total  of  such  mark  bonds  outstanding  to  $628  million 
equivalent. 

On  July  9  the  German  Federal  Bank  announced  an  increase  in  commercial 
bank  reserve  requirements  effective  August  1.  The  mark  again  was  subject  to 
upward  pressure  and  the  U.S.  Treasury  sold  a  total  of  $4  million  equivalent  of 
marks  in  New  York  on  July  9  and  10.  To  counter  possible  repatriation  of  short- 
term  bank  funds,  the  German  Federal  Bank  on  July  13  reduced  the  invest- 
ment swap  discount  on  forward  dollars  from  0..50  to  0.25  percent  per  annum. 
The  demand  for  marks  then  eased,  and  no  further  operations  were  undertaken 
by  either  the  Federal  Reserve  or  U.S.  Treasury  through  the  end  of  August. 

Italian  lira 

The  Italian  lira  came  under  increasingly  heavy  selling  pressure  during  the 
winter  of  1963-64  as  a  result  of  a  widening  payments  deficit  on  current  account, 
sizable  capital  outflows,  and  repayments  of  foreign  indebtedness  by  the  Italian 
commercial  banks.  To  deal  with  the  situation,  the  Italian  authorities  initiated 
various  corrective  policy  measures,  which  were  expected  to  take  effect  over  a 


1  "Conversations  on  International  Finance,"  by  C.  A.  Coombs,  M.  IlvM  (Banque  Nationale 
Suisse),  E.  Ranalli  (Banca  d'  Italia),  and  J.  Tungeler  (Deutsche  Bundesbank),  Monthly 
Review,  Federal  Reserve  Bank  of  New  York.  August  19G3,  pp.  114-21. 
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period  of  months.     Meanwhile,  as  heavy  drains  upon  the  Bank  of  Italy's  reserves 
continued,  the  need  for  short-term  credit  and  other  assistance  became  clear. 

Under  the  $250  million  swap  line  with  the  Federal  Reserve,  the  Banli  of  Italy 
made  three  successive  drawings  of  $50  million  each  in  October  1963,  January 
1904,  and  March  1904.  Acquisition  of  lire  by  the  U.S.  authorities  for  eventual 
repayment  of  $200  million  equivalent  of  lira  bonds  issued  to  the  Bank  of  Italy 
in  1902  also  helped  the  Bank  of  Italy  to  replenish  its  liquid  reserves.  In  anticipa- 
tion of  such  repayments,  the  U.S.  Treasury  had  purchased  $07  million  equivalent 
of  lire  from  the  Bank  of  Italy  in  the  early  fall  of  1903.  Of  this  total,  $17  million 
was  temporarily  employed  in  a  swap  against  Swiss  francs  with  the  BIS. 

This  program  of  advance  acquisition  of  lire  to  meet  prospective  maturities  of 
lira  bonds  was  cai-ried  further  by  Federal  Reserve  purchases  of  $50  million 
equivalent  of  lire  in  December  1903,  another  $50  million  in  January  11M54,  and  a 
final  purchase  of  $33  million  in  March.  These  lire  were  simultaneously  sold 
forward  to  the  U.S.  Treasury,  which  redeemed  one  $50  million  lira  bond  at  its 
first  maturity  on  March  9,  and  on  April  1  prepaid  the  remaining  $150  million  of 
lira  bonds  outstanding.  These  Federal  Reserve  and  Treasury  operations,  totaling 
$350  million,  cushioned  the  decline  in  the  Bank  of  Italy's  reserves  and  thereby 
helped  restrain  speculative  pressure. 

During  the  week  of  March  9  to  14,  1964,  an  Italian  delegation,  headed  by 
Governor  Carli  of  the  Bank  of  Italy,  visited  Washington  to  discuss  with  the 
World  Bank  and  the  International  Monetary  Fund  various  possible  sources  of 
financing  for  Italy's  longer-term  investment  requirements  and  its  expected 
further  balance-of-payments  deficits.  In  the  midst  of  these  discussions  the  lira 
was  suddenly  struck  by  a  burst  of  speculation,  which  brought  heavy  pressure 
not  only  on  the  spot  rate  but  also  on  the  forward  rate,  which  for  a  3-month 
maturity  moved  to  a  discount  of  7  percent  per  annum.  In  this  dangerous  situa- 
tion, an  immediate  and  massive  reinforcement  of  the  Italian  reserve  position 
was  clearly  called  for,  and  within  48  hours  the  Italian  authorities  were  able  to 
announce  that  appi'oximately  $1  billion  of  external  assistance  was  at  their  dis- 
posal. This  credit  package  included :  (1)  a  $100  million  swap  arrangement  with 
the  U.S.  Treasury  (in  addition  to  the  partly  drawn  swap  facility  with  the  Fed- 
eral Reserve  System),  (2)  a  $200  million  standby  credit  from  the  Export-Import 
Bank,  (3)  $250  million  in  credits  of  up  to  3  years  from  the  U.S.  Commodity  Credit 
Corporation,  and  (4)  short-term  credit  facilities  of  $250  million  from  the  Bank 
of  England  and  the  German  Federal  Bank.  Had  time  permitted,  other  foreign 
official  sources  of  short-term  credit  could  readily  have  been  tapped. 

Announcement  of  this  credit  package  immediately  broke  tlie  speculative  wave. 
As  market  confidence  in  the  lira  revived,  the  Bank  of  Italy  temporarily  with- 
drew its  support  from  the  spot  market  and  allowed  the  lira  to  decline  to  a  level 
close  to  par,  where  it  settled  in  relatively  orderly  and  balanced  trading.  At  the 
same  time,  the  discount  on  the  3-month  forward  lira  narrowed  from  7  percent 
to  3  percent,  further  reflecting  the  improvement  in  market  confidence. 

At  the  end  of  March  the  Italian  Government  made  a  drawing  of  $225  million 
on  the  IMF  in  various  currencies.  Of  this  total,  $80  million  equivalent  of 
German  marks  were  immediately  sold  to  the  Federal  Reserve  and  the  U.S. 
Treasury,  and  $20  million  equivalent  of  guilders  to  the  Federal  Reserve. 

These' transactions  enabled  the  Federal  Reserve  to  settle  outstanding  commit- 
ments in  the  respective  currencies  and  provided  marks  to  the  Treasury  to  meet 
possible  future  operational  needs.  In  June,  against  the  background  of  substan- 
tial earlier  movements  of  funds  from  Italy  to  Switzerland,  the  Bank  of  Italy 
negotiated  a  $100  million  equivalent  lira-Swiss  franc  swap  with  the  Swiss 
National  Bank.  In  this  instance,  too,  the  entire  Swiss  franc  proceeds  were  sold 
by  the  Bank  of  Italy  to  the  Federal  Reserve  for  dollars.  (The  System  then 
employed  these  Swiss  francs  to  liquidate  outstanding  Swiss  franc  indebtedness 
to  the  Swiss  National  Bank.) 

With  its  dollar  reserve  position  reinforced  not  only  by  bilateral  credits  and  the 
Fund  drawing,  but  also  by  net  accruals  of  dollars  in  the  exchange  market,  the 
Bank  of  Italy  proceeded  to  repay  during  the  second  quarter  of  the  year  all  of  its 
previous  drawings  of  $150  million  on  the  Federal  Reserve  as  well  as  the  short- 
term  credit  drawn  under  the  facility  provided  by  the  German  Federal  Bank.  In 
addition,  about  one-third  of  the  $100  million  credit  from  the  Swiss  National 
Bank  had  also  been  repaid  by  the  end  of  August.  (No  drawings  had  been  made 
under  the  credit  facilities  made  available  by  the  U.S.  Treasury  or  the  Bank  of 
England.    Nor  has  there  as  yet  been  any  utilization  of  the  credits  made  avail- 
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able  by  the  Commodity  Credit  Corporation  or  the  Export-Import  Bank,  although 
use  of  these  credits  is  expected  to  begin  shortly.) 

One  of  the  most  satisfactory  aspects  of  this  display  of  international  coopera- 
tion in  beating  back  a  speculative  attack  on  the  Italian  lira  was  that  the  provision 
of  massive  credit  assistance  to  Italy  more  or  less  coincided  with  a  turning  point 
in  the  Italian  economic  and  financial  scene.  During  the  first  quarter  of  19G4,  the 
Italian  balance  of  payments  had  registered  a  deficit  of  $436  million.  This 
turned  into  a  surplus  of  $226  million  in  the  second  quarter  as  the  corrective 
policy  measures  previously  initiated  by  the  Italian  authorities  began  to  take 
effect  and  as  a  reversal  in  the  leads  and  lags  brought  about  the  covering  of  short 
positions  in  lire.  In  early  July  a  governmental  crisis  generated  a  temporary 
speculative  flurry,  but  forcefiil  operations  in  the  forward  market  by  the  Bank 
of  Italy  througli  the  agency  of  the  Federal  Reserve  Bank  of  New  York  provided 
reassurance,  and  the  speculation  quickly  subsided.  Indeed,  Italy  gained  reserves 
during  the  summer  and  on  September  1  repaid  $6.5  million  of  its  $22")  million 
IMF  drawing.  This  repayment  reduced  the  Fund's  holdings  of  lire  to  75  percent 
of  the  Italian  quota.  Thus,  Italy's  obligation  to  the  Fund  has  been  completely 
liquidated. 

As  reported  in  previous  articles  in  this  series,  the  U.S.  Treasury  in  .Tanuary 
1962  had  undertaken  to  share  with  the  Bank  of  Italy  contracts  to  purchase 
forward  dollars  that  that  institution  had  entered  into  with  Italian  commercial 
banks  in  order  to  encourage  a  reexport  of  dollars  during  the  period  of  heavy 
balance-of-payments  surpluses.  The  initial  value  of  the  contracts  taken  over 
by  the  U.S.  Treasury  in  January  1962  amounted  to  $200  million.  Total  U.S. 
commitments  to  supply  forward  lire  rose  to  a  peak  of  $.300  million  in  August  of 
that  year,  and  thereafter — with  some  fluctuations — generally  declined  as  Italian 
commercial  banks  reduced  their  dollar  holdings.  The  last  of  the  contracts  were 
reacquired  by  the  Italian  authorities  in  March  of  this  yeai%  thus  fully  liquidating 
the  Treasury's  forward  lira  commitments. 

Swiss  franc 

Very  heavy  inflows  of  short-term  funds  into  Switzerland  at  the  end  of  1963 
reflected  the  usual  window-dressing  operations  by  Swiss  commercial  banks.  To 
absorb  part  of  the  resultant  accumulation  of  dollars  on  the  books  of  the  Swiss 
National  Bank,  the  Federal  Reserve  increased  its  swap  drawings  in  Swiss  francs 
on  the  BIS  from  $95  million  to  $145  million  equivalent  and  on  the  Swiss  National 
Bank  from  $55  million  to  $75  million,  for  a  combined  total  of  $220  million.  Prior 
to  this  yearend  bulge,  outstanding  drawings  during  most  of  the  last  quarter 
ranged  around  $150  million.  During  the  autumn,  the  Treasury  had  also  entered 
into  forward  tran.sactions  in  Swiss  francs  of  nearly  $150  million  equivalent. 

Some  easing  of  the  Swiss  franc  developed  after  the  yearend,  but  continuing 
inflows  of  capital  during  the  first  quarter  limited  the  usual  seasonal  weakening. 
Moreover,  interest  rates  in  Switzerland  had  risen  rapidly  from  the  fall  of  1963 
through  the  first  quarter  of  1964.  The  i-ate  paid  by  Swiss  banks  on  3-month 
time  deposits,  which  had  ranged  from  about  2.65  percent  to  3  percent  during 
most  of  1963,  moved  up  to  3.25  percent  in  March,  while  Euro-Swiss  franc  deposit 
rates,  which  closely  reflect  credit  conditions  in  Switzerland,  advanced  one-half 
of  a  percentage  point  to  3.62  percent  during  the  first  quarter.  Consequently, 
opportunities  for  the  Federal  Reserve  to  acquire  Swiss  francs  for  settlement  of 
its  outstanding  Swiss  franc  indebtedness  developed  more  slowly  than  expected, 
and  bv  mid-April  it  had  paid  off  only  $45  million  equivalent  of  its  drawings  on 
the  BIS. 

In  April  a  severe  tightening  of  the  Swiss  credit  market  pushed  interest  rates 
up  further  and  drove  the  Swiss  franc  to  the  ceiling  once  more,  and  the  Swiss 
National  Bank  was  forced  to  take  in  a  sizable  amount  of  dollars  at  that  level. 
Part  of  this  inflow  was  absorbed  when  the  Federal  Reserve  made  a  new  drawing 
of  .$25  million  equivalent  on  its  swap  line  with  the  Swiss  National  Bank,  thus 
putting  the  Federal  Reserve  debt  in  Swiss  francs  back  to  $200  million. 

In  order  to  curb  inflationary  pressures  in  the  Swiss  economy,  the  Swiss  Gov- 
ernment in  March  had  placed  restrictions  on  construction  activity  and  had 
authorized  the  Swiss  National  Bank  to  introduce  measures  limiting  credit  expan- 
sion by  banks  and  discouraging  the  inflow  of  foreign  funds.  Similar  arrange- 
ments between  the  central  bank  and  the  banks  had  been  in  effect  for  several 
years  on  a  voluntary  basis.  The  gentlemen's  agreements  concerning  restrictions 
on  domestic  credit  growth  took  on  legal  force  in  May  1964.    In  an  effort  to  halt 
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the  heavy  iuflovv  of  foreign  capital  and  the  rise  in  dollar  holdings  of  the  Swiss 
National  Bank,  restraints  on  the  inflow  of  funds  from  abroad  were  implemented 
at  the  end  of  March.  All  Swiss  banking  institutions  were  forbidden  to  pay  inter- 
est on  foreign  deposits  received  after  January  1,  1964,  and  were  required  to 
invest  in  foreign  currency  assets  or  to  deposit  with  the  Swiss  National  Bank  any 
increase  since  January  1,  1904,  in  their  net  Swiss  franc  liabilities  to  foreigners. 

While  these  measures  were  successful  in  halting  further  inflows  of  foreign 
funds,  they  did  not  of  course  prevent  the  repatriation  by  Swiss  hanks  of  funds 
already  held  abroad.  Since  the  credit  squeeze  in  Switzerland  was  continuing, 
there  seemed  little  likelihood  of  any  reversal  of  the  previous  inflow  of  funds. 
As  a  result,  following  the  Federal  Reserve  swap  drawing  in  April,  the  Swiss 
and  U.S.  authorities  agreed  on  a  combination  of  special  measures  to  liquidate  all 
of  the  Federal  Reserve  swap  drawings  and  reduce  the  Treasury's  outstanding 
forward  contracts. 

The  first  step  was  taken  in  May,  when  the  U.S.  Treasury  issued  to  the  BIS  a 
$70  million  Swiss  franc  bond.  To  acquire  the  Swiss  francs,  the  BIS  had  issued 
3-month  promissory  notes  to  the  Swiss  banks.  The  Swiss  franc  proceeds  of  this 
bond  issue  were  then  sold  to  the  Federal  Reserve,  which  immediately  repaid  an 
equivalent  amount  of  its  Swiss  franc  debt  to  the  BIS.  The  second  step  came 
in  June  when,  as  previously  noted,  the  Bank  of  Italy  entered  into  a  ,'flOO  million 
lira-Swiss  franc  swap  agreement  with  the  Swiss  National  Bank.  The  Bank 
of  Italy  sold  the  Swiss  francs  it  acquired  to  the  Federal  Reserve,  which  retired 
the  remainder  of  its  Swiss  franc  debt  to  the  Swiss  National  Bank.  At  the  end 
of  June  the  Federal  Reserve  paid  off  the  remaining  $30  million  of  its  swap  draw- 
ings on  the  BIS  with  francs  obtained  in  conjunction  with  a  sale  of  gold  to  the 
Swiss  National  P>ank  I)y  the  Treasury.  The  Federal  Reserve  swap  arrangements 
with  the  BIS  and  the  Swiss  National  Bank  thus  reverted  to  a  standby  basis. 

Meanwhile,  interest  rates  in  Switzerland  had  risen  still  further  as  the  heavy 
demands  imposed  on  the  Swiss  money  and  capital  markets  by  the  continuing  high 
level  of  economic  activity  further  squeezed  the  liquidity  positicm  of  Swiss  banks 
and  firms.  The  interest  rate  on  3-month  deposits  reached  3.50  percent  in  June, 
an  increase  of  about  0.75  percent  over  the  previous  year,  while  the  average  yield 
on  Government  bonds  moved  up  to  4.05  percent,  as  compared  with  3.15  percent  a 
year  earlier.  To  relieve  the  squeeze  on  their  liquidity  positions  and  to  satisfy 
midyear  window-dressing  purposes,  the  Swiss  commercial  banks  made  further 
sizable  repatriations  of  funds  during  June. 

These  commercial  bank  operations  caused  the  Swiss  National  Bank  once  again 
to  take  in  a  sizable  amount  of  dollars.  In  July  the  unwinding  of  some  window- 
dressing  operations  and  an  easing  of  the  Swiss  money  market  brought  about  only 
a  partial  reversal  of  the  previous  inflows.  In  these  circumstances,  the  U.S.  Treas- 
ury issued  to  the  Swiss  National  Bank  on  August  4  an  additional  Swiss  franc 
bond  in  the  amount  of  $52  million  equivalent  and  used  the  proceeds  to  absorb 
an  equivalent  amount  of  dollars  on  the  books  of  the  Swiss  National  Bank.  At 
the  same  time  the  Swiss  National  Bank  placed  with  the  Swiss  commercial  banks 
an  equivalent  amount  of  "sterilization  reseriptions"  (a  form  of  short-term  paper 
issued  by  the  Swiss  Confederation)  to  reduce  excess  domestic  liquidity. 

As  noted  above,  the  U.S.  Treasury  in  the  latter  half  of  1963  had  sold  in  the 
market  nearly  $150  million  equivalent  of  3-month  forward  Swiss  francs  to 
encourage  outward  investment  flows  by  Swiss  commercial  banks.  By  the  end 
of  the  year  the  Treasury's  forward  commitments  had  been  reduced  to  $121  mil- 
lion. Additional  sales  of  $9  million  equivalent  occurred  in  January,  and  the 
outstanding  contracts  were  rolled  over  at  maturity  until  May  1964.  when  $9 
million  equivalent  was  paid  off.  An  additional  $19  million  was  liquidated  in 
June,  and  in  August,  at  U.S.  Treasury  initiative,  a  further  $19  million  was  paid 
off  at  maturity.  This  left  a  total  of  $83  million  still  outstanding.  In  addition, 
there  were  outstanding  $38  million  equivalent  in  U.S.  Treasury-Swiss  franc  lia- 
bilities arising  from  swaps  of  sterling  for  Swiss  francs  with  the  BIS.  During 
this  period  a  $17  million  swap  of  lire  for  Swiss  francs  was  liquidated,  and  a  $15 
million  sterling-Swiss  franc  swap  was  substituted. 

Taking  the  Federal  Reserve  swap  drawings  and  Treasury  forward  commit- 
ments together,  temporary  financing  had  reached  a  maximum  of  nearly  $350 
million  at  the  end  of  1963.  By  the  end  of  August  1964,  the  swap  drawings  had 
been  entirely  paid  off  and,  as  indicated  above,  Treasury  forward  commitments 
in  the  market  had  been  reduced  to  $83  million.    A  good  part  of  this  reduction  in 
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short-term  Swiss  franc  commitments,  liowever,  was  achieved  through  the  issuance 
of  $122  million  equivalent  of  Swiss  fi*ane  bonds,  the  sale  of  $30  million  in  gold  to 
the  Swiss  National  Bank,  and  purchases  of  Swiss  francs  from  the  Swiss  National 
Bank,  thereby  increasing  that  Bank's  dollar  holdings. 

Netherlands  guilder 

The  Netherland  guilder  declined  during  the  first  2  months  of  1964  as  the  Dutch 
trade  position  began  to  weaken,  and  toward  the  end  of  March  the  Federal 
Reserve  Bank  of  New  York  was  able  to  purchase  for  System  account  $5  million 
equivalent  of  guilders  from  the  Netherlands  Bank.  At  about  the  same  time,  the 
System  acquired  $20.1  million  equivalent  of  guilders  from  the  Bank  of  Italy, 
which  had  taken  guilders  as  part  of  its  drawing  on  the  IMF.  With  these  guilder 
funds,  the  Federal  Reserve  on  April  2  paid  off  at  maturity  its  outstanding  $25 
million  equivalent  swap  drawing  from  the  Netherlands  Bank,  thus  placing  the 
entire  $100  million  swap  arrangement  on  a  standby  basis. 

During  most  of  the  second  quarter  the  guilder  continued  to  decline  as  the 
Dutch  trade  deficit  increased.  In  early  June  the  Netherlands  Bank  raised  its 
discount  rate  by  one-half  of  a  percentage  point  to  4%  percent.  The  money 
market  then  began  to  tighten,  and  in  July  Dutch  commercial  banks  repatriated 
funds,  causing  a  strengthening  of  the  spot  guilder.  The  Netherlands  Bank  took 
in  dollars  in  moderating  the  rise  in  the  rate,  and  during  the  first  week  in  August 
the  Federal  Reserve  drew  $20  million  equivalent  of  guilders  under  the  swap  line 
and  immediately  used  the  guilders  to  absoi^b  some  of  the  Netherlands  Bank's 
dollar  accruals. 

On  August  10  the  Federal  Reserve  drew  another  $10  million  equivalent  of 
guilders  in  anticipation  of  possible  market  operations.  Subsequently  it  sold  $8 
million  equivalent  to  the  Netherlands  Bank  to  mop  up  additional  dollars  held 
by  that  Bank. 

Japanese  yen 

During  most  of  the  first  half  of  1964  the  Japanese  yen  remained!  at  or  close  to 
its  floor,  as  a  continuing  increase  in  Japan's  deficit  on  current  account  was 
covered  only  in  part  by  long-  and  short-term  capital  inflows.  The  Japanese 
authorities  had  initiated  a  series  of  restraint  measures  beginning  in  October 
1963,  and  in  March  of  this  year  the  Bank  of  Japan  raised  its  discount  rate  from 
5.84  percent  to  6.57  percent.  In  order  to  avoid  further  deterioration  in  its  re- 
serve position  until  the  restraint  measures  should  bring  about  the  desired  effect, 
as  well  as  to  support  confidence  in  the  yen  in  connection  with  the  accei:ytance  by 
Japan  on  April  1  of  Article  VIII  status  under  the  IMF  Articles  of  Agreement, 
the  Bank  of  Japan  on  April  30  drew  $50  million  luider  the  $150  million  swap 
arrangement  with  the  Federal  Reserve — ^the  first  use  of  this  facility  since  its 
inception  in  October  1963.  The  pressure  on  reserves  continued  over  the  sum- 
mer months,  and  on  July  30  the  Bank  of  Japan  renewed  the  $50  million  drawing 
for  another  3  months  and  on  July  31  drew^  an  additional  $30  million  under  the 
swap  arrangement.  In  August,  however,  Japanese  reserves  registered  an 
increase. 

Canadian  dollars 

The  spot  market  for  Canadian  dollars  was  relatively  quiet  through  the  first 
half  of  1964,  hut  there  was  considerable  activity  in  the  forward  market  as  a 
result  of  grain  sales  to  the  Soviet  Union.  These  sales  generated  heavy  demands 
on  the  part  of  grain  dealei-s  for  Canadian  dollars  against  U.S.  dollars  for  future 
delivery.  (The  contracts  with  the  U.S.S.R.  called  for  payment  in  U.S.  dollars, 
whereas  the  grain  companies  had  to  purchase  the  wheat  from  the  Canadian 
Wheat  Board  with  Canadian  dollars.)  After  meeting  the  grain  dealers'  de- 
mand— and  after  covering  these  forward  sales  to  some  extent  through  spot 
purchases — commercial  banks  attempted  to  balance  their  positions  by  engaging 
in  swap  transactions,  selling  Canadian  dollars  spot  against  foi-ward  purchases 
timed  to  meet  likely  calls  on  their  forward  commitments  to  the  grain  dealers. 
Consequently,  the  forward  Canadian  dollar  advanced  to  a  premium  while  the 
spot  rate  tended  to  decline. 

In  order  to  offset  some  of  these  pressures,  the  Bank  of  Canada  sold  U.S. 
dollars  spot  and  purchased  them  forward,   thus  providing  some  counterpart 
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to  the  commercial  banks'  swap  needs.  Despite  snch  operations  on  a  substantial 
scale  "by  the  Bank  of  Canada,  the  forward  Canadian  dollar  remained  at  a  pre- 
minm,  and  the  incentive  to  move  funds  from  the  United  States  to  Canada  on  a 
covered  basis  as  measured  by  the  differential  on  3-month  Treasury  bills  rose  to 
about  0.34  percent  in  the  latter  part  of  March.  The  situation  became  a  source 
of  concern  to  the  U.S.  authorities  when  it  became  evident  that  funds  actually 
had  been  moving  to  Canada  in  some  size,  and  with  the  agreement  of  the  Cana- 
dian authorities,  the  Federal  Reserve  began  in  late  March  to  sell  Canadian  dollars 
forward  against  spot  purchases.  As  it  turned  out.  the  pressures  on  the  forward 
Canadian  dollar  temporarily  subsided,  and  Federal  Reserve  swaps  in  the  market 
amounted  to  only  $2  million.  The  matching  of  forward  exchange  commitments 
with  shipment  deliveries  in  connection  with  the  very  large  grain  sales  continued 
to  dominate  the  fonvard  market  in  Canadian  dollars  through  the  end  of  June. 
Although  the  3-month  forward  Canadian  dollar  widened  to  a  premiiun  of  well 
over  one-quarter  of  1  percent  per  annum,  the  covered  differential  in  favor  of 
Canada  held  below  0.40  percent  as  Canadian  short-term  interest  rates  declined, 
and  no  further  operations  by  the  U.S.  authorities  were  necessary. 

By  the  end  of  July,  Canadian  grain  shipments  to  the  Soviet  Union  had  been 
fairly  well  completed  and  pressures  on  the  forward  market  consequently  eased. 
Then  during  August  a  series  of  developments  actually  reversed  the  pressures  in 
the  Canadian  dollar  market.  There  was  some  buying  of  spot  Canadian  dollars 
by  continental  interests  at  the  time  of  the  Vietnam  crisis,  and  as  the  spot  rate 
rose  in  a  thin  market,  Canadian  exporters  proceeded  to  sell  out  U.S.  dollar  bal- 
ances. In  addition,  there  were  new  grain  purchases  by  several  Eastern  European 
countries,  the  effect  of  which  was  felt  mainly  in  the  spot  market.  At  about  the 
same  time,  there  was  a  tightening  of  the  Canadian  money  market  and  a  flow 
of  funds  into  Canada  from  the  United  States.  The  incentive  for  interest 
arbitrage  flows  was  soon  eliminated,  however,  by  a  sharp  rise  in  the  spot  Cana- 
dian dollar  rate  and  a  decline  in  the  forward  rate.  At  the  close  of  the  period, 
the  market  was  in  balance. 

Other  currencies 

Throughout  most  of  the  second  quarter  the  Belgian  franc  moved  narrowly  in 
a  market  that  was  essentially  in  balance,  and  there  was  no  occasion  for  either 
the  Federal  Reserve  or  the  National  Bank  of  Belgium  to  employ  the  swap  bal- 
ances held  under  the  fully  drawn  swap  arrangement.  Early  in  July,  how^ever, 
the  Belgian  franc  strengthened  following  the  announcement  of  new  measures 
designed  to  curb  the  growth  of  credit  in  Belgium.  On  July  3  the  Belgian  Na- 
tional Bank  raised  its  discount  rate  by  one-half  a  percentage  point  to  4%  percent 
and  announced  that  effective  August  17  it  would  impose  a  cash  reserve  require- 
ment against  commercial  bank  deposits  for  the  first  time.  Early  in  August  the 
Federal  Reserve  used  .$7.5  million  equivalent  of  Belgian  francs  drawn  under 
the  swap  to  absorb  dollars  on  the  books  of  the  Belgian  National  Bank. 

The  French  franc  held  firmly  at  its  ceiling  throughout  most  of  the  period,  as 
the  French  balance  of  payments  continued  in  surplus,  and  there  were  no  Federal 
Reserve  or  Treasury  operations  in  the  market.  As  indicated  in  the  following 
section,  however,  the  Treasury  did  effect  certain  sales  of  French  francs  to 
various  countries  for  repayments  to  the  IMF.  These  repayments  were  spread 
out  over  a  period  of  several  months.  Since  the  Treasury  did  not  wish  to  leave 
sizable  franc  balances  uninvested,  a  swap  arrangement  was  entered  into  with 
the  Bank  of  France,  with  provision  for  gradual  reductions  of  the  .swap  as  the 
francs  were  required. 

There  were  no  Federal  Reserve  or  Treasury  operations  in  Swedish  kronor  or 
Austrian  schillings  during  the  March-August  period. 

IMF  Drawing 

In  addition  to  the  exchange  operations  discussed  above,  since  the  beginning 
of  the  year,  the  U.S.  Treasury  has  sold  foreign  currencies  to  16  different  coun- 
tries— including  Canada,  India,  and  a  number  of  Latin  American  nations— 
for  use  in  making  repurchases  from  the  IMF.  (With  the  Fund's  holdings  of 
dollars  now  in  excess  of  the  dollar  portion  of  the  U.S.  sitbscription,  the  Fund 
cannot  at  this  time  accept  further  dollars  in  repayment.)  The  U.S.  Treasury 
acquired  the  foreign  currencies  sold,  predominantly  Genuan  marks  and  French 
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francs,  through  two  drawings  on  the  IMF,  on  Feibruary  13  and  June  1,  in  the 
amount  of  $125  million  equivalent  each  under  the  $500  million  standby  agreement 
with  the  Fund  announced  by  President  Kennedy  in  July  1963.  Of  this  $250 
million  equivalent  drawn  by  the  United  States,  the  bulk  had  been  utilized  by 
the  middle  of  August. 

Pending  disbursement  of  remaining  balances  from  the  second  drawing,  the 
marks  were  invested  by  the  Treasury  in  German  Treasury  bills,  and  the  French 
francs  were  returned  to  the  Bank  of  France  by  means  of  the  dollar-French 
franc  swap  mentioned  above.  On  .July  23,  the  original  standby  expired,  and  the 
Treasury  announced  that  it  had  made  a  furtlier  standby  arrangement  with  the 
IMF  for  another  year,  restoring  the  amoimt  available  to  $500  million. 

The  first  drawing  under  the  new  standby  arrangement  was  made  on  September 
1,  when  the  United  States  drew  $50  million  in  five  European  currencies.  This 
drawing  was  occasioned  by  Italy's  repayment  to  the  Fund  of  $65  million. 

Gold  Market  and  U.S.  Gold  Transactions 

Throughout  the  first  8  months  of  1064  the  London  gold  market  was  generally 
stable  with  prices  seldom  in  excess  of  $35.09.  There  were  brief  periods  when 
political  uncertainties  generated  some  speculative  buying.  In  January,  for 
example,  jirivate  demand  for  gold  picked  up  in  large  part  because  of  unsettled 
conditions  in  Cyprus  and  Vietnam.  Early  in  March  these  pressures  were  rein- 
forced by  buying  from  Italy,  and  gold  fixing  prices  advanced  to  a  high  of 
$35.0986.  The  pressures  quickly  abated,  however,  and  in  the  latter  part  of 
March,  when  the  Soviet  Union  again  api>eared  in  the  market  as  a  seller  of  gold 
in  connection  with  renewed  grain  purchases  from  the  West,  the  price  receded  to 
$35.0586.  Although  the  Soviet  Union  had  withdrawn  from  the  market  by  the 
end  of  April,  market  supply  generally  continued  to  exceed  demand.  Early  in 
August  the  military  flare-up  in  Vietnam  and  Cyprus  again  touched  off  a  brief 
surge  of  speculative  buying,  but  these  tensions  also  faded  quickly. 

Table  IV. —  U.S.  net  monetary  gold  transactions  with  foreign  countries  and  inter- 
national institutions,  January-June  1964 

[In  millions  of  dollars  at  $35  per  fine  troy  ounce.    U.S.  net  sales  (— );  net  purchases  (+)] 


Country 

First 
quarter 

Second 
quarter 

Austria         -    . - 

-32.1 

-1.0 

-101.3 

-200.  0 

+200.  0 

-23.2 

Brazil      - - 

+28.1 

France                                                     _  -  -  - 

-101.3 

Ciernianv                                                                                                  -          

Italy                                                                                          --- 

Switzerland - 

-30.0 

Turkey                                             _     .  _- -        .      .  _ 

-1.2 

+109.  3 

-1.2 

+15.0 

United  Kingdom    - -,  -  - - 

+220.  9 

Another  --        -  - _  . 

-14.5 

Total 

-27.6 

+95.0 

During  the  first  half  of  the  year,  the  United  States  continued  to  acquire 
sizable  amounts  of  gold  through  the  operation  of  the  London  gold  pool.  Such 
acquisitions  are  included  in  net  gold  purchases  from  the  United  Kingdom  as 
shown  in  table  IV,  though  the  gold  pool  component  in  this  figure  will  vary  from 
one  period  to  the  next.  Also  shown  in  the  table  is  the  triangular  gold  transaction 
mentioned  earlier,  in  which  $200  million  of  .gold  sokl  to  the  United  States  by  the 
Bank  of  Italy  was  immediately  resold  to  the  German  Federal  Bank.  France, 
which  had  a  continuing  surplus  in  its  balance  of  payments,  remained  the  largest 
purchaser  of  gold  from  the  United  States.  During  the  first  half  of  the  year 
French  reserves  rose  some  $280  million.  On  balance,  after  taking  account  of 
sales  to  domestic  users  of  about  $40  million,  total  U.S.  gold  holding.s — including 
Stabilization  Fund  holdings  along  with  the  Treasury  gold  stock — increased  by 
$27  million  during  the  first  6  months  of  the  year. 
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Exhibit    49. — Treasury    and    Federal    Reserve    foreign    exchange    operations, 

September  1964-February  1965 

This  sixth  joint  interim  report  reflects  the  Treasury-Federal  Reserve  policy  of 
making  available  additional  information  on  foreign  exchange  operations  from 
time  to  time} 

This  report  icas  prepared  by  Charles  A.  Coombs,  Vice  President  in  charge  of  the 
Foreign  Department  of  the  Federal  Reserve  Bank  of  Neiv  York,  and  Special 
Manager,  System  Open  Market  Account. 

As  noted  in  the  previous  report  coveiing  the  period  March-August  1964,  the 
Federal  Reserve  had  completely  liquidated  its  outstanding  swap  drawings  by 
the  end  of  June,  while  drawings  made  by  other  central  banks  amounted  to  no 
more  than  $65  million.  Such  diminished  use  of  international  credit  facilities 
reflected  a  reduced  deficit  in  the  U.S.  balance  of  pajTuents  and  a  general  narrow- 
ing of  payments  imbalances  throughout  the  world. 

This  general  movement  toward  international  payments  equilibrium  suffered  a 
setback  during  the  second  half  of  llHi4,  however,  mainly  owing  to  the  eruption  of 
the  sterling  crisis,  heavy  outflows  of  U.S.  bank  credit  and  long-term  investment, 
and  the  continuation  and  even  furtlier  tightening  of  the  credit  squeeze  in  conti- 
nental European  markets.  The  risk  of  sudden,  heavy  strains  upon  the  gold 
exchange  system  had  been  well  anticipated  by  the  central  banks  and  treasuries  of 
the  major  industrial  countries,  but  the  severity  of  the  pressures  developing  in 
late  1964  required  a  further  reinforcement  of  intergovernmental  defenses  against 
currency  speculation. 

During  the  reporting  period  September  196-4— February  1965,  the  Federal 
Reserve  swap  network  was  strengthened  by  increases  in  the  swap  arrangement 
with  the  National  Bank  of  Belgium  from  $50  million  to  $100  million  and  in  the 
arrangement  with  the  Bank  of  England  from  $500  million  to  $750  million.  The 
swap  network  now  covers  reciprocal  credit  lines  totaling  $2,350  million,  as  shown 
in  table  I. 

The  short-term  credits  extended  to  the  Bank  of  England  by  the  central  banks  of 
Europe,  Canada,  and  Japan  in  November  1964  provided  further  impressive  evi- 
dence of  the  solidarity  of  central  bank  defenses  when  confronted  with  a  currency 
crisis.  Also  during  the  period,  the  authority  of  the  International  Monetary  Fund 
to  borrow  from  its  member  coinitries  was  invoked  for  the  first  time,  and  much 
progress  was  made  toward  the  scheduled  25  percent  increase  in  IMF  quotas 
during  1965.  This  process  of  challenge  and  timely  response  will  no  doubt  con- 
tinue to  guide  the  further  evolution  of  the  international  financial  system. 

The  sterling  emergency  necessitated  sizable  dravs-ings  by  the  Bank  of  England 
upon  the  Federal  Reserve,  which  more  or  less  concurrently  drew  heavily  upon  its 
swap  lines  with  the  continental  European  central  banks  in  order  to  cushion  the 
impact  of  heavy  dollar  inflows  arising  from  both  the  British  and  U.S.  deficits. 
Bank  of  England  drawings  on  the  Federal  Reserve  swap  line  rose  to  a  peak  of 
$700  million  on  November  27  but  have  subse(iuently  been  greatly  reduced. 

To  absorb  part  of  the  dollar  fiows  to  the  continental  European  central  banks, 
the  Federal  Reserve  made  drawings  upon  the  swap  lines  with  the  central  banks 
of  Switzerland,  Germany,  Belgium,  the  Netherlands,  and  Italy  and  with  the  Bank 
for  International  Settlements.  Of  these  drawings,  $380  million  remained  out- 
standing as  of  the  end  of  February  1965.  Further  assisting  the  financing  of  both 
British  and  U.S.  payments  imbalances,  the  central  banks  and  governments  of 
other  countries  provided  short-  and  medium-term  financing  through  accumula- 
tions of  dollars,  extension  of  credits  to  the  United  Kingdom,  purchases  of  U.S. 
Treasury  foreign  currency  securities,  and  provision  of  credit  through  the  IMF. 

In  addition  to  central  bank  swap  operations,  both  the  Ti'easury  and  Federal 
Reserve  also  engaged  in  forward  operations  in  Netherlands  guilders  and  Swiss 
francs  in  order  to  calm  market  fears  and  encoui'age  an  outward  flow  of  short- 
tei-m  funds  from  Amsterdam  and  Zurich.  The  Swiss  National  Bank  took  steps 
to  help  cushion  the  effects  of  anticipated  yeareud  pressures  on  the  Swiss  franc. 
The  German  Federal  Bank  also  made  available  swap  facilities  to  German  com- 
mercial banks  for  investments  in  U.S.  Treasury  bills  in  order  to  reduce  or  offset 
temporary  pressures  on  the  exchange  market  resiUting  from  short-term  capital 
flows.     Similarly,  extensive  use  of  forward  operations  was  made  by  the  Bank 
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of  England  in  December  1964  to  reassure  the  market  and  relieve  pressure  on  the 
spot  rate. 

The  fox'eigu  currency  bonds  issued  by  the  U.S.  Treasury  rose  from  a  total  of 
$1,035  million  outstanding  as  of  the  end  of  August  1964  to  $1,137  million  as  of 
early  March  1965  (see  table  II).  Additional  issues  of  $50  million  were  made  to 
the  German  Federal  Bank  and  $.50  million  to  the  Austrian  National  Bank  to 
absorb  sun^lus  dollars  on  the  books  of  these  central  banks. 

While  these  central  bank  and  intergovernmental  credit  operations  provided 
partial  and  temporary  financing  of  the  payments  imbalances  developing  during 
the  period,  gold  continued  to  play  its  traditional  role.  During  the  third  and 
fourth  quarters  of  1964,  sales  of  gold  by  the  U.S.  Treasury  amounted  to  $442 
million,  against  gold  purchases  of  $338  million. 

The  international  financial  system  was  thus  confronted  with  a  major  challenge 
in  late  1964  that  was  successfully  countered.  The  unprecedented  mobilization  of 
$4  billion  of  international  liquidity  in  defense  of  sterling  was  a  striking  illustra- 
tion of  the  strength  and  flexibility  of  the  central  bank  and  IMF  defenses  against 
currency  crises.  Perhaps  even  more  remarkable  is  the  fact  that  the  international 
defense  of  sterling  was  accomplished  in  the  face  of  a  serious  deterioration  in 
the  balance  of  payments  of  the  other  major  reserve  currency  center,  the  United 
States. 

Such  a  rallying  of  governmental  and  central  bank  support  for  the  present 
system  depended,  however,  upon  one  basic  assumption  :  that  both  the  British  and 
the  U.S.  Governments  would  quickly  put  in  motion  forceful  corrective  progi-ams 
to  eliminate  their  payments  deficits.  Tliese  corrective  programs  are  now  under 
way  and,  if  pursued  with  determination,  will  soon  relieve  the  international 
financial  mechanism  of  the  enormous  pressures  generated  by  simultaneous  deficits 
in  the  two  major  reserve  currency  countries.  Under  such  conditions,  the  gold 
exchange  standard,  adapting  as  it  has  in  the  past  to  changing  world  conditions, 
can  efficiently  facilitate  a  continuing  growth  of  world  trade  and  payments. 

The  successful  response  to  the  challenge  of  the  sterling  crisis  has  unfortu- 
nately been  marred  by  the  widespread  and  exaggerated  pulilicity  given  to  the 
French  Government's  call  for  a  return  to  the  gold  standard  and  for  the  elimina- 
tion of  dollars  and  sterling  from  official  reserves.  This  approach  has  found  no 
support  among  central  banks  and  treasuries  of  other  countries.  The  main 
effect  has  been  to  stir  up  some  previously  dormant  private  speculation  in  the 
London  gold  market  to  the  detriment  of  official  acquisitions  of  newly  mined  gold. 

Sterling 

Early  in  1964  sterling  showed  weakening  tendencies  as  a  result  of  the  deterio- 
rating trade  position  of  the  United  Kingdom,  and  various  uncertainties  connected 
with  the  general  election  to  be  called  sometime  during  the  year.  A  timely 
increase  of  the  Bank  of  England  discount  rate  from  4  percent  to  5  percent  in 
late  February  temporarily  relieved  market  pressures,  while  delay  of  the  general 
election  until  October  induced  some  short  covering  by  commercial  interests. 

Late  in  May,  however,  tight  conditions  in  several  continental  money  markets 
exerted  new  pressure  on  sterling.  These  pressures  became  strong  toward  the 
end  of  June  because  of  heavier-than-usual  midyear  window-dressing  by  conti- 
nental banks.  To  temper  the  impact  of  these  movements  of  funds  on  oflicial 
reserves,  the  Bank  of  England  on  June  30  drew  $15  miUion  against  its  $.500 
million  swap  line  with  the  Federal  Reserve ;  it  repaid  the  drawing  on  July  13. 

As  the  credit  squeeze  in  the  continental  money  market  centers  extended  into 
July,  moderate  selling  of  sterling  continued,  and  the  spot  rate  moved  downward 
with  a  minimum  of  official  support  to  a  low  for  the  month  of  $2.7874  on  July  20. 
The  decline  in  the  spot  rate  was  taken  in  stride  by  the  market  without  any 
speculative  reaction  developing.  Indeed,  market  confidence  in  the  sterling  parity 
at  that  time  was  such  that  the  discount  on  forwai-d  sterling  tended  to  narrow 
as  the  spot  rate  declined. 

As  the  discount  on  forward  sterling  was  reduced,  the  covered  interest-arbitrage 
differential  on  Treasury  bills  in  favor  of  London  became  correspondingly  more 
attractive  and  by  July  13  had  reache<l  0.44  percent  per  annum.  To  forestall 
private  covered  outflows  in  response  to  this  arbitrage  inducement,  the  Federal 
Reserve,  with  the  agreement  of  the  Bank  of  England,  intervened  in  the  market 
to  reduce  the  arbitrage  differential.  This  intervention,  amounting  to  a  total  of 
$54  million  equivalent  in  mid-July  and  again  in  late  August,  was  accomplished  by 
swap  transactions  in  the  New  York  market,  with  the  Federal  Reserve  buying 
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sterling  spot  and  selling  sterling  forward  against  U.S.  dollars.  These  operations 
had  the  dual  effect  of  protecting  the  dollar  against  short-term  flows  of  funds  from 
New  York  to  London  while  at  the  same  time  lending  useful  support  to  the  spot 
rate  on  sterling. 

In  September,  sterling  came  under  increased  pressure,  owing  mainly  to  increas- 
ingly widespread  recognition  of  the  mounting  balance-of-payments  deficit  of  the 
United  Kingdom,  which  became  further  aggravated  by  the  usual  seasonal  weak- 
ness during  the  autumn  and  early  winter  months.  Uncertainties  connected 
with  the  general  election  called  for  October  15  further  unsettled  the  sterling 
exchange  market,  and  the  problem  of  maintaining  confidence  in  sterling  seemed 
likely  to  become  increasingly  difficult. 

In  anticipation  of  reserve  losses,  the  Bank  of  England  in  mid-September  made 
timely  arrangements  to  supplement  the  $500  million  swap  line  with  the  Federal 
Reserve  by  another  $500  million  of  short-term  credit  facilities  with  other  central 
banks  in  Europe  and  with  the  Bank  of  Canada.  This  reinforcement  of  the 
British  reserve  position  cushioned  the  impact  of  recurrent,  and  increasingly 
forceful,  waves  of  selling  during  September  and  October.  Net  di-awings  by  the 
Bank  of  England  on  the  Federal  Reserve  swap  line  and  on  short-term  facilities 
provided  by  other  central  banks  rose  to  $415  million  by  the  end  of  October. 

The  new  Labor  Government  elected  on  October  15  was  thus  immediately  con- 
fronted with  a  grave  balance-of-payments  situation.  The  announcement  on 
October  26  of  emergency  surcharges  of  15  percent  on  a  wide  range  of  imports 
brought  only  brief  relief  as  critical  reactions  appeared  among  Britain's  trading 
partners  worldwide,  more  particularly  the  European  Free  Trade  Association 
(EFTA)   group. 

In  a  formal  budget  presented  to  parliament  on  November  11,  the  Government 
proposed  certain  new  welfare  benefits,  to  be  financed  by  tax  increases,  and 
announced  that  it  intended  to  introduce  a  capital  gains  tax  and  to  substitute 
a  new  corporation  tax  for  the  existing  application  of  the  income  tax  to  corpora- 
tions. These  proposals  created  uncertainty  in  business  circles,  in  part  because 
the  immediate  deflationary  influence  of  the  increased  tax  on  fuel  and  of  the 
import  surcharge  was  to  some  extent  obscured  by  the  other  measures.  These 
uncertainties  in  domestic  financial  markets  were  in  turn  communicated  to  the 
exchange  market. 

During  this  period  the  exchange  market  began  to  anticipate  action  on  the 
discount  rate  on  each  successive  Thursday,  and  thus  a  pattern  developed  of  a 
strengthening  of  sterling  prior  to  Thursday  of  each  week,  followed  by  a  major 
selling  wave  on  Friday  as  the  discount  rate  remained  unchanged.  When  the 
bank  rate  remained  unchanged  on  Thursday,  November  19,  reserve  losses  by  the 
Bank  of  England  on  the  following  day  reached  such  proportions  that  action 
could  no  longer  be  postponed.  On  Monday,  November  23,  the  Bank  of  England 
raised  its  discount  rate  from  5  percent  to  7  percent. 

Perversely  enough,  market  reaction  to  such  forceful  use  of  monetary  policy 
by  the  Labor  Government  quickly  degenerated  into  fears  that  the  threat  to 
sterling  must  have  reached  a  truly  crisis  stage.  Whether  these  reactions  might 
have  been  averted  by  earlier  discount  rate  action,  more  particularly  on  the 
usual  Thursday  date  for  discount  rate  announcements,  may  be  debated  for  some 
time  to  come. 

In  any  event,  the  market  seized  on  rumors  that  the  $1  billion  of  short-term 
central  bank  credits  at  the  disposal  of  the  Bank  of  England  in  September  had 
now  been  exhausted :  that  the  $1  billion  standby  credit  from  the  IMF  secured  by 
the  British  Government  in  August  had  accordingly  been  fully  committed  to 
repayment  of  such  central  bank  credits;  and,  hence,  that  the  United  Kingdom 
would  have  to  fall  back  in  defense  of  sterling  upon  its  reserves  of  roughly  $2 
billion.  (The  still  substantial  unused  drawing  rights  on  the  IMF  would  have 
required  longer  to  mobilize  than  events  at  that  time  allowed.) 

This  situation  assumed  increasingly  grave  significance  on  the  London  after- 
noon, and  the  New  York  morning,  of  November  24  when  a  virtual  avalanche 
of  selling  developed.  If  sterling  were  to  be  rescued,  it  was  clear  that  a  major 
package  of  international  credit  assistance  would  be  required.  On  the  afternoon 
of  the  24th.  the  Federal  Open  INIarket  Committee,  meeting  through  a  telephone 
conference,  committed  itself  to  an  increase  in  the  Federal  Reserve-Bank  of 
England  swap  line  from  $500  million  to  $750  million  if  credit  assistance  on  a 
roughly  corresponding  scale  could  be  secured  from  other  central  banks.  That 
evening  the  Export-Import  Bank  gave  assurance  of  a   $250  million  standby 
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facility.  Beginning  early  on  the  morning  of  November  25,  the  Bank  of  England, 
the  Federal  Reserve  Bank  of  New  York,  and  the  central  banks  of  other  major 
countries  were  in  almost  continuous  telephone  communication.  At  2  p.m., 
New  York  time,  it  was  announced  that  a  $3  billion  credit  package  provided  by 
11  countries  and  the  BIS  was  at  the  disposal  of  the  Bank  of  England. 

As  a  result  of  the  heavy  reserve  losses,  not  only  were  the  $500  million  Federal 
Reserve  swap  and  the  additional  .$500  million  of  other  central  bank  credit 
facilities  made  available  to  the  Bank  of  England  in  September  fully  exhausted, 
but  also  immediate  drawings  of  $200  million  on  the  new  credit  facilities  were 
required.  From  the  end-of-October  figure  of  $415  million,  recourse  by  the  Bank 
of  England  to  central  bank  credit  facilities  thus  rose  by  $785  million  during 
November  to  a  total  of  $1.2  billion.  Of  this  total,  the  Federal  Reserve  share 
was  $675  million. 

In  early  December  the  British  Government  drew  the  full  amount  of  its  $1 
billion  standby  facility  with  the  IMF  and  so  repaid  an  equivalent  amount  of 
the  central  bank  credits  outstanding,  including  $500  million  of  the  Federal 
Reserve  credit.  At  the  same  time  Switzerland,  which,  although  not  a  member 
of  the  IMF,  is  associated  with  the  General  Arrangements  to  Borrow,  provided 
the  United  Kingdom  with  a  3-year  credit  of  $80  million ;  $50  million  of  the 
Swiss  credit  was  used  to  repay  an  earlier  loan  from  Switzerland,  outstanding 
from  the  sterling  crisis  of  1961. 

With  its  exchange  reserves  thus  heavily  reinforced,  the  British  Government 
could  face  with  confidence  further  temporary  pressures  on  sterling  during 
December.  Selling  was  particularly  heavy  just  prior  to  the  long  Christmas 
weekend,  and  during  the  mouth  the  Bank  of  England  increased  its  use  of  short- 
term  central  bank  credit  facilities  from  the  $200  million  outstanding  early  in 
December  to  $525  million  at  the  yea  rend.  Of  this  $325  million  increase,  $25 
million  was  secured  by  an  increased  use  of  the  Federal  Reserve  swap  line, 
raising  the  total  outstanding  from  $175  million  to  $200  million,  while  $300 
million  was  drawn  from  other  central  banks. 

Beginning  in  late  November  heavy  selling  of  sterling  appeared  in  the  forward 
market,  mainly  by  commercial  interests  insuring  their  future  exchange  trans- 
actions. This  selling  threatened  to  move  the  forward  sterling  rate  to  an  exces- 
sive discount  and  hence  intensify  sales  of  sterling  in  the  spot  market.  Accord- 
ingly, the  Bank  of  England  gave  firm  support  to  the  forward  rate.  This  support 
not  only  served  to  lessen  the  drain  on  reserves  from  spot  transactions  at  the 
time,  but  more  generally  helped  to  buttress  confidence  in  sterling  by  providing 
official  reassurance  that  the  sterling  parity  would  be  maintained.  The  opera- 
tion was  comparable  to  the  determined  stand  taken  in  the  forward  market  by 
other  central  banks  in  recent  years,  and  it  promised  to  achieve  the  same  useful 
results. 

After  the  turn  of  the  year,  both  the  spot  and  forward  markets  for  sterling 
returned  to  a  more  balanced  position.  Since  then,  sterling  has  shown  an  increas- 
ingly buoyant  trend.  On  February  10  it  was  announced  that  those  of  the  central 
bank  credit  facilities  made  available  last  November  which  were  shortly  due  to 
expire  would  be  replaced  by  new  facilities,  available  to  the  end  of  May,  thus 
reconstituting  the  entire  .$3  billion  credit  package.  By  the  end  of  February  the 
Bank  of  England  was  able  to  start  repaying  its  debts. 

In  addition  to  direct  swap  transactions  with  the  Bank  of  England,  the 
Federal  Reserve  Bank  of  New  York  also  moved  into  the  market  at  various 
times  during  the  autumn  months  to  purchase  sterling  for  both  System  and 
Treasury  account.  These  acquisitions  were  made  on  both  an  outright  and  a 
swap  basis ;  the  particular  technique  used  was  determined  by  market  condi- 
tions at  the  time,  in  consultation  with  the  Bank  of  England. 

Swiss  franc 

At  the  beginning  of  1964,  Federal  Reserve  swap  drawings  of  Swiss  francs 
under  the  swap  lines  of  $150  million  equivalent  with  both  the  Swiss  National 
Bank  and  the  BIS  amountetl  to  .$220  million  eciuivalent.  By  the  end  of  .June, 
these  drawings  had  been  completely  liquidated  through  gold  sales  of  $30  million 
to  the  Swiss  National  Bank,  purchase  from  the  Bank  of  Italy  of  the  Swiss  franc 
proceeds  of  a  $100  million  equivalent  lira-Swiss  franc  swap,  issuance  by  the  U.S. 
Treasury  of  a  $70  million  equivalent  Swiss  franc  bond  to  the  BIS,  and  purchases 
of  Swiss  francs  from  the  Swiss  National  Bank.     U.S.  Treasury  market  commit- 
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ments  in  forward  Swiss  francs  were  reduced  during  the  course  of  the  year  from 
$121  million  to  $51.5  million.  At  the  outset  of  1964,  the  U.S.  Treasury  and  the 
Federal  Reserve  also  had  outstanding  a  combined  total  of  $53  million  in  swaps 
of  third  currencies  into  Swiss  francs.  These  contracts  had  been  reduced  to 
$15  million  bv  the  end  of  February  1965. 

Despite  the  progress  thus  made  in  liquidating  Treasury  and  Federal  Reserve 
commitments  in  Swiss  francs  incurred  in  late  1963,  new  problems  arose  when 
sizable  short-term  funds — mainly  repatriated  Swiss  assets — again  flowed  into 
Switzerland,  both  at  midyear  and  particularly  toward  the  close  of  the  year  as 
the  pound  sterling  came  under  pressure. 

During  the  spring  of  1964,  interest  rates  in  Switzerland  continued  to  rise  as 
the  heavy  demands  imposed  on  the  Swiss  money  and  capital  markets  by  the 
continuing  high  level  of  economic  activity  further  squeezed  the  liquidity  position 
of  Swiss  banks  and  firms.  The  interest  rate  on  3-month  deposits  reached  3.50 
percent  in  June,  an  increase  of  about  0.75  percent  per  annum  over  the  previous 
year,  while  the  average  yield  on  government  bonds  moved  up  to  4.05  percent, 
compared  with  3.15  percent  a  year  earlier.  To  relieve  the  squeeze  on  their 
liquidity  positions,  and  to  satisfy  midyear  window-dressing  needs,  the  Swiss 
commercial  banks  made  sizable  repatriations  of  funds  during  June. 

These  commercial  bank  operations  caused  the  Swiss  National  Bank  once 
again  to  take  in  substantial  amounts  of  dollars.  In  July  the  reversing  of  some 
window-dressing  operations  and  an  easing  of  the  Swiss  money  market  brought 
about  only  a  partial  reversal  of  the  previous  inflows.  In  these  circustances  the 
U.S.  Treasury  issued  to  the  Swiss  National  Bank  on  August  4  an  additional  Swiss 
franc  bond  in  the  amount  of  $52  million  equivalent  and  used  the  proceeds  to 
absorb  an  etiuivalent  amount  of  dollars  on  the  books  of  the  Swiss  National 
Bank.  (This  issue  brought  the  outstanding  amount  of  U.S.  Treasury  securities 
denominated  in  Swiss  francs  to  $327  million  equivalent.) 

Generally  easier  conditions  prevailed  in  the  market  for  Swiss  francs  from 
mid-August  to  mid-October,  and  the  Swiss  franc  declined  from  its  ceiling  for 
a  while,  only  to  flnu  again  in  late  October  as  the  Swiss  money  market  tightened. 
Then  in  the  early  part  of  November,  funds  began  to  move  into  Switzerland  in 
quantity,  some  directly  out  of  sterling,  some  through  the  Euro-currency  markets 
in  response  to  the  general  uneasiness  that  pervaded  the  exchanges.  Throughout 
the  rest  of  the  year,  sizable  increases  occurred  in  the  dollar  holdings  of  the 
Swiss  National  Bank. 

To  absorb  part  of  this  intake  of  dollars,  the  Federal  Reserve  reactivated  its 
$150  million  swap  with  the  BIS  in  early  December  by  drawing  $100  million  of 
Swiss  francs,  which  was  simultaneously  employed  to  purchase  dollars  from  the 
Swiss  National  Bank.  A  further  Swiss  franc  drawing  of  $60  million  equivalent 
on  the  Swiss  National  Bank  was  made  on  January  19  for  the  same  purpose.  In 
addition,  to  calm  the  market  and  to  encourage  Swiss  banks  to  invest  abroad 
dollars  that  they  might  otherwise  have  sold  to  the  Swiss  National  Bank,  the 
Federal  Reserve  began  in  December  to  sell  Swiss  francs  forward  to  the  market 
through  the  Swiss  National  Bank.  By  January  8. 1965.  such  forward  sales  reached 
a  peak  of  $.32.5  million  equivalent.  Most  of  these  contracts  had  been  paid  off  by 
the  end  of  February  through  spot  purchases  of  Swiss  francs.  (The  Swiss  franc 
began  to  ease  shortly  after  the  yearend  as  Swiss  banks,  finding  themselves 
liquid,  started  to  place  funds  abroad.)  During  the  second  half  of  1964  the  dollar 
acquisitions  of  the  Swiss  National  Bank  were  further  x-educed  by  purchases  of 
$51  million  of  gold  from  the  U.S.  Treasury. 

Netherlands  guilder 

At  the  beginning  of  1964  Federal  Reserve  commitments  in  guilders  amounted 
to  $80  million  equivalent,  all  in  the  form  of  outstanding  swap  drawings.  These 
were  fully  repaid  by  early  April,  as  earlier  inflows  of  funds  into  the  Netherlands 
were  reversed. 

In  May  the  Netherlands  money  market  began  to  tighten,  and  in  early  .June 
the  Netherlands  Bank  raised  its  discount  rate  from  4  percent  to  4^^  percent. 
In  July  Netherlands  commercial  banks  began  to  repatriate  funds  in  substantial 
amounts.  Moreover,  the  Netherlands  balance  of  payments  strengthened,  owing 
to  a  better  trade  balance  and  an  inflow  of  long-term  capital.  By  November 
the  intensified  pressures  on  sterling  and  the  ensuing  movement  of  some  funds 
out  of  sterling  and  into  guilders  helped  push  the  guilder  to  its  ceiling. 
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Meanwhile,  the  Netherlands  Bank  had  been  taking  in  dollars  in  an  effort 
to  moderate  the  rise  in  the  guilder  rate.  During  the  first  week  of  August  the 
Federal  Reserve  drew  $20  million  equivalent  of  guilders  under  the  swap  line 
and  immediately  used  the  guilders  to  absorb  some  of  the  Netherlands  Bank's 
accruals  of  dollars.  Further  Federal  Reserve  drawings  and  sales  of  guilders 
followed  in  rapid  sequence,  and  by  mid-October  the  $100  million  swap  facility 
had  been  fully  drawn.  Additional  dollars  were  purchased  by  the  Federal 
Reserve  and  the  U.S.  Treasury  from  the  Netheriands  Bank  in  September  and 
December  with  guilders  acquired  through  3-month  swaps  of  sterling  for  guilders 
with  the  BIS,  for  a  total  of  $.'50  million  equivalent.  As  intensified  buying 
pressures  on  the  guilder  developed  in  late  December,  a  temporary  swap  arrange- 
ment for  $35  million  between  the  Netherlands  Bank  and  the  U.S.  Treasury 
was  agreed  upon  and  fully  employed. 

In  mid-December  recourse  was  also  had  to  forward  operations  in  Netherlands 
guilders  for  both  Federal  Reserve  and  Treasury  account  in  order  to  provide 
reassurance  to  the  market  and  induce  covered  capital  outflows  from  the  Nether- 
lands. These  operations,  together  with  Netherlands  provision  of  dollar  credits 
to  the  Bank  of  England  and  purchases  of  gold  from  the  U.S.  Treasury,  reduced 
the  dollar  holdings  of  the  Netherlands  Bank  sufficiently  to  i)ermit  complete 
liquidation  of  the  Treasury-Netherlands  Bank  $35  million  swap  by  early  .Tanuary 
and  repayment  of  $30  million  of  the  Federal  Reserve  swap  drawings  in  early 
February.  As  of  the  end  of  February,  Federal  Reserve  drawings  upon  the  swap 
line  with  the  Netherlands  Bank  had  thus  been  reduced  to  $70  million  equivalent. 
During  the  second  half  of  1964,  gold  puchases  by  the  Netherlands  Bank  from  the 
U.S.  Treasury  amounted  to  $60  million. 

German  mark 

During  1963  and  early  1964,  there  had  been  almost  continuous  upward  pressure 
on  the  German  mark.  This  pressure  reflected  a  substantial  increase  in  the 
German  foreign  trade  surplus,  large  inflows  of  long-term  capital,  and  occasional 
inflows  of  short-tei'm  funds  in  response  to  tight  money  market  conditions  or 
hedging  operations.  To  ease  the  strain,  the  German  Federal  Bank,  the  Federal 
Reserve,  and  the  U.S.  Treasury  .iointly  conducted  various  spot  and  forward 
exchange  operations,  as  outlined  in  previous  reports  in  this  series. 

On  March  23,  1964,  an  important  turning  point  occurred  as  the  Gennan 
Government  announced  its  intention  to  propose  to  parliament  the  imposition 
of  a  25  percent  withholding  tax  on  income  from  German  fixed-interest  securities 
held  by  nonresidents.  This  action  not  only  checked  the  long-term  capital  inflow, 
but  also  actually  induced  liquidation  of  a  considerable  volume  of  foreign  invest- 
ments in  fixed-interest  securities.  Earlier  surpluses  on  trade  account  also 
diminished  as  the  year  progressed,  and  this  helped  to  restore  a  stable  equilibrium 
in  the  exchange  markets. 

The  effect  on  the  exchange  market  of  these  basic  shifts  in  the  German  balance 
of  payments  was  reinforced  by  a  number  of  technical  measures  initiated  by 
the  German  authorities  to  reduce  temporary  pressures  on  the  exchange  market 
resulting  from  short-term  capital  flows.  The  special  swap  facilities  made 
available  by  the  German  Federal  Bank  to  German  commercial  banks  for  invest- 
ments in  U.S.  Treasury  bills  were  used  flexibly  throughout  the  second  half  of  the 
year,  with  maturities  providing  the  banks  with  liquidity  at  the  yearend.  In 
addition,  under  a  special  temporary  arrangement  in  December,  German  com- 
mercial banks  were  permitted  to  borrow  against  collateral  from  the  central 
bank  at  an  effective  cost  lower  than  the  posted  rate. 

Nevertheless,  the  sterling  crisis  led  to  some  inflow  of  funds  to  Germany  in 
late  December.  Consequently,  the  Federal  Reserve  reactivated  its  $250  million 
swap  facility  with  the  German  Federal  Bank  by  drawing  $50  million  equivalent 
of  marks  in  order  to  absorb  $50  million  of  German  dollar  resen^es.  This  drawing 
was  reversed  in  late  January  1965,  as  short-term  outflows  from  Germany  com- 
bined with  German  military  purchases  in  the  United  States  enabled  the  Federal 
Reserve  to  acquire  $50  million  of  marks  from  the  German  Federal  Bank.  An- 
other small  drawing  of  $15  million  equivalent  was  made  by  the  Federal  Reserve 
on  February  4  to  help  control  any  speculative  tendencies  resulting  from  President 
de  Gaulle's  press  conference  on  the  same  date. 

During  the  6-month  period  through  February,  the  U.S.  Treasury  issued  to  the 
German  Federal  Bank  in  October  1964  a  $50  million  equivalent  mark-denominated 
bond.     This  latest  issue  raised  the  total  of  such  mark  bonds  outstanding  to  $679 


EXHIBITS  435 

million  equivalent.  The  mark  proceeds  of  this  bond,  together  with  $7  million 
of  Treasury  mark  balances  remaining  from  U.S.  drawings  of  marks  from  the 
IMF,  were  sold  to  Canada  to  enable  that  country  to  make  an  IMF  repayment. 
Subsequently,  in  early  December  when  the  U.S.  Treasury  drew  $125  million 
equivalent  of  marks  from  the  IMF,  it  used  $50  million  equivalent  to  purchase 
excess  dollars  from  the  German  Federal  Bank,  in  effect  compensating  for  the 
fact  that  marks  derived  from  the  earlier  bond  issue  had  been  used  in  conjunction 
with  Canada's  repayment  to  the  IMF. 

Italian  lira 

Italy's  balance-of-payments  deficit  had  assiuned  major  proportions  in  the 
fall  of  1963,  and  the  Federal  Reserve  and  U.S.  Treasury  joined  forces  with  the 
Bank  of  Italy  in  defense  of  the  lira.  As  outlined  in  the  previous  report.  Federal 
Reserve  and  Treasury  operations  in  the  autumn  of  1963  and  the  first  quarter  of 
1964  cushioned  the  decline  in  the  Bank  of  Italy's  reserves  to  the  extent  of  some 
$350  million  and  thereby  helped  to  restrain  speculative  pressui'es  against  the 
lira. 

During  the  week  of  March  9  through  jNIarch  14,  1964,  an  Italian  delegation 
headed  by  Governor  Carli  of  the  Bank  of  Italy  visited  Washington  to  discuss 
with  the  World  Bank  and  the  IMF  various  possible  sources  of  financing  for 
Italy's  longer-tei"m  investment  requirements  and  its  expected  further  balance- 
of-payments  deficits.  In  the  midst  of  these  discussions,  the  lira  was  suddenly 
struck  by  a  burst  of  speculation.  This  brought  heavy  pressures  not  only  on  the 
spot  rate  but  also  on  the  forward  rate,  which  for  a  3-month  maturity  moved  to 
a  discount  of  7  percent  per  annum.  In  this  dangerous  situation,  an  immediate 
and  massive  reinforcement  of  the  Italian  reserve  position  was  clearly  called  for. 
Within  48  hours  the  Italian  authorities  were  able  to  announce  that  they  had 
arranged  for  approximately  $1  billion  of  external  assistance  provided  by  the 
United  States,  the  Bank  of  England,  and  the  German  Federal  Bank. 

One  of  the  most  satisfactory  aspects  of  this  display  of  international  cooperation 
in  beating  back  a  speculative  attack  on  the  Italian  lira  was  that  the  provision 
of  massive  credit  assistance  to  Italy  more  or  less  coincided  with  a  turning  ix)int 
in  the  Italian  economic  and  financial  scene.  During  the  first  quarter  of  1964 
the  Italian  balance  of  payments  had  registered  a  deficit  of  $436  million.  A 
surplus  of  $226  million  was  recorded  in  the  second  quarter,  as  corrective  policy 
measures  initiated  by  the  Italian  authorities  began  to  take  effect  and  as  a 
reversal  in  the  leads  and  lags  in  payments  brought  about  the  covering  of  short 
positions  in  lira.  In  early  July,  a  governmental  crisis  generated  a  temporary 
speculative  flurry,  but  operations  in  force  in  the  forward  market  by  the  Bank 
of  Italy  through  the  agency  of  the  Federal  Reserve  Bank  of  New  York  provided 
reassurance  and  the  speculation  quickly  subsided. 

Italy  continued  to  run  a  payments  surplus  during  the  third  and  fourth  quarters 
of  1964,  and  by  the  yearend  Italian  ofiicial  reserves,  which  had  dipped  $233 
million  during  the  first  quarter,  were  $389  million  higher  than  at  the  outset  of 
1964.  The  reappearance  of  political  imcertainties  in  the  late  summer  triggered 
some  selling  of  forward  lira,  and  discounts  for  3-month  maturities  tended  to 
widen  at  times  to  4  percent  per  annum.  In  such  instances,  the  Federal  Reserve 
Bank  of  New  York  again  intervened  for  account  of  the  Bank  of  Italy  to  support 
the  forward  lira  in  the  New  York  market  and  thus  helped  to  relieve  market 
uncertainties.  By  early  October  the  discount  on  the  3-month  forward  lira  had 
narrowed  to  less  than  1  percent  per  annum. 

Continuing  heavy  flows  of  dollars  to  Italy  in  the  closing  months  of  1964  and 
early  1965  may  have  partially  reflected  the  sterling  crisis.  To  absorb  part  of 
these  dollar  inflows,  the  Federal  Reserve  on  January  22  reactivated  its  $250 
million  swap  arrangement  with  the  Bank  of  Italy  by  drawing  $50  million  equiva- 
lent of  lire. 

Canadian  dollar 

The  spot  market  for  Canadian  dollars  was  relatively  quiet  through  the  first 
half  of  1964,  but  there  was  considerable  activity  in  the  forward  market  as  a  result 
of  grain  sales  to  the  Soviet  Union  beginning  in  the  previous  autumn.  These 
sales  generated  heavy  demands  on  the  part  of  grain  dealers  for  Canadian  dollars 
for  future  deliveiy  against  U.S.  dollars.  In  order  to  offset  some  of  these  pres- 
sures, the  Bank  of  Canada  sold  U.S.  dollars  spot  and  purchased  them  forward. 
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thus  providing  some  counterpart  to  the  commercial  banks'  swap  needs,  while  the 
Federal  Reserve  also  intervened  on  a  small  scale.  By  the  end  of  July,  Canadian 
grain  shipments  to  the  Soviet  Union  had  been  fairly  well  completed,  and  pressures 
on  the  foi'ward  market  eased. 

In  August,  heightening  tensions  in  Vietnam  generated  some  buying  of  spot 
Canadian  dollars  by  continental  interests,  and  as  the  spot  rate  rose  in  a  thin 
market,  Canadian  exporters  began  to  sell  out  U.S.  dollar  balances.  New  grain 
purchases  by  several  eastern  European  countries  exerted  further  upward  pressure 
on  the  spot  rate.  At  about  the  same  time  there  was  a  tightening  of  the  Canadian 
money  market,  which  induced  a  temporary  flow  of  short-term  funds  into  Canada 
from  the  United  States  on  a  covered  basis. 

Substantial  Canadian  long-term  borrowings  in  the  U.S.  market,  the  sterling 
crisis,  and  fiscal  yearend  positioning  by  Canadian  banks  in  October  and  No- 
vember pushed  the  spot  rate  for  the  Canadian  dollar  to  its  effective  ceiling  by 
November.  As  the  Canadian  dollar  strengthened,  the  Bank  of  Canada  intervened 
to  modei-ate  the  rise  in  the  rate,  with  the  result  that  Canadian  reserves  increased 
by  $210  million  during  the  August-November  period  despite  repayments  of  $107 
million  to  the  IMF  in  September  and  October.  By  December  the  market  had 
returned  to  a  more  balanced  position. 

In  early  February  the  Canadian  dollar  softened,  as  press  discussion  of  pro- 
spective U.S.  balance-of-payments  measures  led  to  some  apprehension  in  the 
max-kets  that  Canada  might  be  unfavorably  affected.  The  U.S.  balance-of-pay- 
ments program,  announced  on  February  10,  made  it  clear  that  there  was  no  U.S. 
intention  to  deprive  the  Canadian  economy  of  essential  inflows  of  capital. 
Nevertheless,  the  Canadian  dollar  weakened  somewhat  further  in  the  second 
half  of  the  month,  reportedly  reflecting  Canadian  commercial  buying  of  U.S. 
dollars  and  unfavorable  seasonal  factors. 

Belgian  franc 

Early  in  July  1964  the  Belgian  franc  strengthened,  following  the  announcement 
of  new  measures  designed  to  curb  the  growth  of  credit  in  Belgium.  On  July  3 
the  National  Bank  of  Belgium  raised  its  discount  rate  by  one-half  a  percentage 
point  to  4%  percent  and  announced  that,  effective  August  17,  it  would  impose  a 
cash  reserve  requirement  against  commercial  bank  deposits  for  the  first  time. 
Tighter  money  market  conditions  developed  and — in  conjunction  with  long-term 
investment  in  Belgium,  an  improved  trade  balance  beginning  in  the  third  quarter 
and  the  sterling  crisis  later  in  the  year — contributed  to  substantial  dollar  inflows 
into  Belgium. 

Early  in  August  the  Federal  Reserve  used  $7.5  million  equivalent  of  Belgian 
francs  drawn  under  the  $50  million  swap  arrangement  to  absorb  dollars  on  the 
books  of  the  National  Bank  of  Belgium.  By  mid-October  the  entire  $50  million 
equivalent  of  franc  balances  had  been  so  utilized.  Effective  October  22  the 
Federal  Reserve  and  the  National  Bank  of  Belgium  expanded  the  existing  $50 
million  swap  facility  with  an  additional  $50  million  arrangement  to  be  available 
on  a  standby  basis.  As  dollars  continued  to  flow  into  Belgium,  the  Federal 
Reserve  made  further  drawings  on  this  additional  swap  and  by  the  end  of 
November  had  used  the  full  amount. 

The  Federal  Reserve  was  able  to  reduce  its  swap  commitments  to  Belgium  to 
$25  million  equivalent  in  early  December,  when  the  National  Bank  of  Belgium 
purchased  $75  million  from  the  Federal  Reserve  to  make  special  outpayments. 
On  December  30,  however,  the  Federal  Reserve  again  drew  $20  million  equivalent 
of  francs  in  order  to  absorb  further  inflows  of  dollars  into  Belgium,  and  further 
utilization  of  $40  million  equivalent  under  the  swap  ari*angement  became  neces- 
sary in  January  and  February  19G5.  As  of  the  end  of  February,  total  Federal 
Reserve  use  of  the  $100  million  swap  arrangement  with  the  National  Bank  of 
Belgium  amounted  to  $85  million  equivalent.  Meanwhile,  during  the  second  half 
of  1964,  the  National  Bank  of  Belgium  had  purchased  $40  million  of  gold  from  the 
United  States. 

Japanese  yen 

On  April  30  the  Bank  of  Japan  drew  $50  million  under  the  $150  million  swap 
arrangement  with  the  Federal  Reserve  in  order  to  cushion  a  decline  in  Japanese 
reserves.  This  drawing  was  renewed  on  July  30,  as  reserve  pressures  continued, 
and  a  further  drawing  of  $30  million  was  made  on  July  31.    In  August,  however. 


EXHIBITS  437 

domestic  restraint  measures  began  to  tal^e  effect :  import  demand  diminished  and, 
witli  a  continued  growth  in  exports,  the  trade  balance  improved  considerably. 
With  this  improvement  in  Japan's  balance-of-payments  and  reserve  position,  the 
Banlv  of  Japan  began  repaying  its  swap  obligations  at  the  end  of  iSeptember,  and 
by  early  November  it  had  liquidated  them  in  full. 

Austrian  schilling 

There  were  no  System  operations  in  Austrian  schillings  during  the  period. 
Although  the  Austrian  balance  of  payments  registered  a  considerable  deficit  in  the 
last  quarter  of  1964,  the  figures  for  1964  as  a  whole  continued  to  show  a  surplus. 
Therefore,  on  February  23  and  March  3.  1965,  the  Treasury  issued  to  the  Austrian 
National  Banli  two  $25  million  equivalent  IS-month  bonds  denominated  in 
Austrian  schillings,  using  the  proceeds  to  absorb  some  of  that  bank's  dollar 
holdings.  These  issues  brought  the  outstanding  total  of  U.S.  Treasury  bonds 
denominated  in  Austrian  schillings  to  $100  million  equivalent. 

Swedish  krona  and  French  franc 

There  were  no  Federal  Reserve  or  Treasury  operations  in  Swedish  kronor  or 
French  fi-ancs  during  the  period  under  review. 

U.S.  Drawing  on  the  International  Monetary  Fund 

Over  the  course  of  several  years  before  1964.  foreign  countries  had  been  repay- 
ing more  dollars  to  the  IMF  than  the  IMF  had  been  paying  out  in  new  drawings. 
As  a  result,  the  IMF's  dollar  holdings  rose  to  a  point  where  they  equaled  the 
amount  that  the  United  States  has  paid  into  the  IMF  as  part  of  its  quota.  At  this 
point  the  IMF,  under  its  rules,  could  no  longer  accept  dollars  in  repurchase,  and 
countries  having  repurchase  obligations  could  make  repayments  only  with  gold 
or  with  other  eligible  conveilible  currencies. 

So  as  to  be  able  to  sell  such  currencies  to  countries  having  repurchase  obliga- 
tions, the  U.S.  Treasury  on  February  13  and  June  1,  1964,  made  two  drawings  on 
the  IMF,  predominantly  in  German  mai'ks  and  French  francs,  in  the  amount  of 
$125  million  equivalent  each  under  the  $500  million  standby  agreement  with  the 
IMF  announced  by  President  Kennedy  in  July  1963.  By  September  1,  the  bulk 
of  these  currencies  had  been  sold  to  various  countries  effecting  repayments  to 
the  IMF. 

On  July  23,  1964,  the  original  standby  arrangement  expired,  and  the  Treasury 
announced  that  it  had  made  a  further  standby  arrangement  with  the  IMF  for 
another  year.  Tliis  restored  the  amount  available  to  $.500  million.  The  first 
drawing  under  the  new  standby  arrangement  was  made  on  September  1,  when 
the  United  States  drew  $50  million  in  five  European  currencies.  Unlike  the  first 
two  drawings  under  the  original  arrangement,  which  were  used  to  cover  a 
number  of  transactions  that  took  place  during  ensuing  weeks,  this  drawing  was 
occasioned  by  Italy's  repurchase  of  $65  million  equivalent  of  lire  from  the  IMF. 
Again,  on  September  30.  the  U.S.  Treasury  drew  equal  amounts  of  Dutch  gmlders 
and  German  marks  totaling  $100  million  equivalent,  half  of  which  was  immedi- 
ately sold  to  Canada  in  connection  with  a  repayment  to  the  IMF.  The  remain- 
ing balances  were  disbursed  in  subsequent  weeks.  On  December  7  a  third 
drawing  of  $125  million  equivalent  was  made,  this  time  solely  in  German  marks. 

Since  this  pi-ogram  was  initiated,  the  U.S.  Treasury  has  drawn  $525  million 
equivalent  of  seven  continental  European  currencies,  of  which  some  $15  million 
equivalent  remained  undisbursed  as  of  the  end  of  February  1965.  The  effect  of 
these  drawings  on  the  U.S.  position  in  the  IMF  has  been  offset  to  a  considerable 
extent,  however,  by  drawings  of  dollars  by  other  countries.  The  largest  single 
dollar  drawing  was  $200  million,  under  the  $1  billion  equivalent  multicurrency 
drawing  in  December  by  the  United  Kingdom.  As  a  result  the  U.S.  repayment 
obligation  to  the  IMF  as  of  the  end  of  February  1965  had  been  reduced  to  $256 
million. 

The  Gold  Market  and  U.S.  Gold  Transactions 

Throughout  the  first  8  months  of  1964  the  London  gold  market  was  generally 
stable,  with  the  gold-fixing  price  ranging  between  $.35.06  and  $3-5.10.  With  the 
improvement  in  the  U.S.  balance  of  payments,  and  consequent  strengthening  of 
confidence  in  the  dollar,  speculative  demand  for  gold  receded,  and  as  new 
production  increased,  the  gold  pool  regularly  absorbed  surpluses  of  output  reach- 
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ing  the  market.  The  pool  took  in  further  sizable  amounts  of  gold  from  Russian 
sales,  which  were  heavily  concentrated  over  a  few  weeks'  span  in  late  March  and 
early  April. 

Over  the  closing  months  of  1964,  various  political  and  financial  disturbances 
tended  to  rekindle  speculative  buying  of  gold.  International  tensions  arising 
out  of  the  Vietnam  conflict  continued  to  generate  market  apprehension.  But 
renewed  speculation  in  the  gold  market  was  also  attributable  to  the  increasing 
pressures  on  sterling  during  the  latter  part  of  the  year. 

In  addition,  the  sharp  deterioration  in  the  U.S.  balance  of  payments  during  the 
closing  months  of  1964  contributed  to  market  uncertainties,  especially  after  the 
turn  of  the  year.  In  February,  various  pronouncements  emanating  from  Paris 
further  stimulated  speculative  buying  of  gold  by  private  interests.  Both  the 
United  Kingdom  and  the  United  States  have  now  taken  forceful  action  to  deal  with 
their  balance-of-payments  deficits,  and  if  these  corrective  programs  are  vigorously 
pursued,  speculative  pressures  in  the  gold  market  may  be  expected  to  subside. 

The  Bank  of  England,  on  behalf  of  the  gold  pool,  continued  to  exert  a  stabilizing 
influence  on  the  market  and  to  moderate  price  movements.  Although  private 
demand  for  gold  increased  during  the  closing  months  of  1964,  over  the  year  as  a 
whole  the  pool  once  again  acquired  and  distributed  to  its  members  more  than 
$600    million. 

During  the  fourth  quarter  of  1964,  continental  central  banks  took  in  sizable 
amounts  of  dollars,  and  several  sold  part  of  their  acquisitions  to  the  U.S.  Treasury 
for  gold.  These  conversions,  as  well  as  the  continued  French  purchases  of  gold 
each  month,  more  than  offset  U.S.  acquisitions  from  other  sources.  As  a  result, 
the  United  States  became  a  net  seller  of  gold  in  its  international  monetary 
transactions  after  having  been  a  net  purchaser  earlier  in  the  year  (see  table  III). 
For  1964  as  a  whole,  taking  into  account  sales  of  about  $89  million  to  domestic 
users,  total  U.S.  gold  holdings — including  Stabilization  Fund  holdings  as  well 
as  the  Treasury  gold  stock — declined  by  $125  million.  During  the  first  two 
months  of  1965,  the  Treasury  gold  stock  declined  by  an  additional  $450  million. 


Table  I. — Federal  Reserve  reciprocal  currency  agreements,  Mar.  1,  1965 

Other  party  to  agreement 

Amount 

of  facility 

(in  millions 

of  dollars) 

Term 

(months) 

Bank  of  France . 

100 
750 
100 
100 
250 
150 
150 
250 
250 
50 
50 
150 

3 

Bank  of  England _  _ 

12 

Netherlands  Bank  _.        

3 

National  Bank  of  Belgium 

12 

Bank  of  Canada.  _  __ 

12 

Bank  for  International  Settlements - __        .  .  ._. 

6 

Swiss  National  Bank 

6 

German  Federal  Bank 

6 

Bank  of  Italy 

12 

Austrian  National  Bank  . 

12 

Bank  of  Sweden 

12 

Bank  of  Japan .. 

12 

Total  for  all  banks 

2,350 

Table  II.— U.S. 


Treasury  securities  denominated  in  foreign  currencies,  Mar.  S, 
1965 

[In  millions] 


Issued  to 

Amount  in 

foreign 

currency 

U.S.  dollar 
equivalent 

Austrian  National  Bank _          _____          _  _      _____     

Sch.     2, 600 
BF       1,500 
DM      2, 700 
SF        1,112 
SF           300 

$100.  6 

National  Bank  of  Belgium _  

30.1 

German  Federal  Bank 

679.0 

Swiss  National  Bank    ^  __  __  _.        _. _  _     _    _  __      

257.5 

Bank  for  International  Settlements 

69.5 

Total 

1, 136.  7 
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U.S.  net  monetary  gold  transactions  with  foreign  countries  and  inter- 
national institutions,  July-December  1964 


Table  III 

[In  millions  of  dollars  at  $35  per  fine  troy  ounce.    U.S.  net  sales  (— );  net  purchases  (+)] 


Country 

Third 
quarter 

Fourth 
quarter 

Austria..  .      -- 

Belgium                                              - 

-40.1 

Brazil    .                           - 

-1.1 

-101.4 

-25.0 

+28.2 

France                                                             

-101.4 

Italy                                  --     

Netherlands                                           -  - 

-60.0 

Spain                                              -     - -- 

-30.0 

Switzerland 

-51.0 

Turkey 

-12.5 

United  Kingdom                  ..  -  

+162.  5 
+6.0 

+125.  0 

All  other      .      .         - -- 

-2.8 

Total -- 

+41.0 

-144.6 

Exhibit   50. — Press    Release,   July   23,    1964,   announcing   renewal   of   standby 
arrangement  with  the  International  Monetary  Fund 

•Secretary  of  the  Treasury  Douglas  Dillon  announced,  today  that  the  United 
States  has  renewed  its  standby  arrangement  with  the  International  Monetary 
Fund  to  run  for  another  year.  The  standby  will  again  be  in  an  amount  of  $500 
million. 

One-half  of  the  $500  million  available  under  last  year's  standby  arrangement 
was  drawn  by  the  United  States  in  two  amounts  of  $125  million  each  in  February 
and  May  of  this  year.  The  new  standby  restores  the  amount  available  for 
further  drawings  to  $500  million. 

It  is  expected  that  the  proceeds  of  U.S.  drawings  will  be  used  principally  for 
the  same  pui-poses  as  the  drawings  under  the  previous  standby.  These  drawings 
enable  other  members  to  continue  in  effect  to  use  their  holdings  of  dollars  to 
make  repayments  to  the  IMF.  The  new  standby  arrangement  is  expected  to  be 
sufficient  to  cover  presently  foreseeable  needs  over  the  coming  year. 


Exhibit  51. — Press  Release,  July  30,  1964,  announcing  Treasury  rescheduling  of 

Brazilian  obligations 

Secretary  of  the  Treasury  Douglas  Dillon  and  the  Ambassador  of  Brazil, 
Juracy  Magalhaes,  today  signed  an  amendment  to  the  exchange  agreement  of 
May  1901  between  the  Treasury,  the  Government  of  Brazil,  and  the  Banco  do 
Brasil. 

The  amendment  signed  today  provides  for  a  postponement  of  $25.3  million 
in  principal  repayments  due  to  the  Treasury,  under  the  terms  of  the  agreement, 
in  the  remainder  of  1964.  Repayment  will  be  effected  by  Brazil  in  monthly 
installments,  beginning  in  January  1965  and  with  full  repayment  completed 
in  December  1966. 

The  rescheduling  of  Brazil's  obligations  to  the  Treasury  supplements  the 
multilateral  rescheduling  and  refinancing  of  certain  debt  obligations  agreed 
between  Brazil  and  nine  "Hague  Club"  countries,  including  the  United  States, 
as  announced  in  Paris  on  July  1. 


Exhibit  52. — Press  Release,  August  10,  1964,  on  U.S.  program  of  assistance  for 

the  Dominican  Republic 

The  United  States  today  announced  that  it  is  concluding  a  $10,2.50,000  pro- 
gram of  assistance  for  the  Dominican  Republic.  This  includes  a  $6,250,000  ex- 
change agreement  with  the  U.S.  Treasury  and  a  $4,000,000  loan  from  the  Agency 
for  International  Development. 
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The  assistance  is  being  made  in  support  of  ttie  financial  stabilization  program 
being  undertaken  by  the  Dominican  Government  to  provide  a  sound  foundation 
for  economic  and  social  development  of  the  country. 

In  additon,  the  Embassy  and  the  Dominican  Government  are  currently  review- 
ing various  projects  which  will  further  the  program  of  the  Dominican  Govern- 
ment to  achieve  for  the  Dominican  people,  under  the  Alliance  for  Progress,  the 
long-range  goals  of  the  Charter  of  Punta  del  Este. 

Among  projects  under  study  are  those  aimed  at  increased  and  more  varied 
agricultural  production;  accelerated  agrarian  settlement;  broadened  and  im- 
proved educational  opportunities  for  the  people  at  large ;  promotion  of  private 
industry,  particularly  in  the  processing  and  distribution  of  agricultural  products  ; 
and  expansion  of  the  road  network  to  open  up  new  areas  for  production. 

Other  projects  compatible  with  short-term  measures  called  for  by  the  stabili- 
zation program  of  the  Dominican  Government  are  being  studied.  These  projects 
will  be  implemented  as  the  studies  are  completed  and  in  coordination  with  the 
stabilization  effort.  At  the  same  time,  U.S.  technical  assistance  is  being  in- 
creased to  complement  current  and  future  development  programs  in  the  Domini- 
can Republic. 

The  stabilization  effort  will  be  reflected  principally  in  greater  austerity  affect- 
ing virtually  all  the  Dominican  people.  As  such  internal  sacrifices  pave  the  way 
for  achieving  new  financial  stability,  United  States  and  other  external  funds 
can  help  support  Dominican  investment  for  development.  That  investment  will 
in  the  long-run  form  the  basis  of  sound  economic  growth  and  steady  improvement 
in  the  standard  of  living  and  well  being  of  all  Dominicans. 

The  U.S.  agi'eements  with  the  Dominican  Republic  supplement  the  resources 
available  to  the  Dominican  Republic  under  a  $25  million  standby  arrangement 
announced  by  the  International  Monetary  Fund  on  August  5, 1964. 

The  exchange  agreement  with  the  U.S.  Treasury  is  effective  for  a  one-year 
period.  It,  like  the  AID  loan,  is  designed  to  assist  the  Dominican  Republic 
in  its  efforts  to  promote  economic  stability  and  freedom  in  its  trade  and  exchange 
system  and  to  restore  full  convertibility  of  the  peso. 


Exhibit  53. — Press  Release,  September  1,  1964,  announcing  the  third  U.S.  draw- 
ing from  the  International  Monetary  Fund 

Secretary  of  the  Treasury  Douglas  Dillon  today  announced  a  third  drawing 
of  foreign  currencies  by  the  U.S.  from  the  International  Monetary  Fund. 

The  drawing  is  for  $50  million,  and  is  the  first  under  the  new  standby  arrange- 
ment of  $500  million  announced  on  July  23,  19(J4.  It  brings  total  drawings  to 
$300  million.  Two  drawings  of  $125  million  each  were  made  on  February  13  and 
June  1  of  this  year. 

As  in  the  case  of  the  previous  drawings,  the  new  currencies  obtained  by  the 
U.S.  will  be  sold  for  dollars  to  other  Fund  members  for  their  use  in  making 
repayments  to  the  Fund. 

This  drawing  was  occasioned  by  Italy's  repayment  of  $G5  million  to  the  IMF. 
fully  restoring  that  country's  quota  position.  The  Italian  repayment  reflects 
the  improved  financial  position  of  that  country  since  March  13  when  credits 
totaling  $1  billion  were  made  available  to  Italy  by  the  United  States  and  others 
in  addition  to  the  $225  million  Italian  Fund  di-awing  at  the  end  of  March. 

The  current  U.S.  drawing  includes,  for  the  first  time,  the  currencies  of  Austria, 
Belgium,  the  Netherlands,  and  Sweden  in  addition  to  German  marks  which  had 
also  been  included  in  the  earlier  drawings. 

After  meeting  Italian  rerpiirements,  a  balance  will  remain  from  the  proceeds 
of  this  drawing  sufficient  to  cover  other  presently  scheduled  x-epayments  to  the 
Fund  over  the  next  several  weeks. 


Exhibit   54. — Press  Release,   September  30,   1964,   announcing  the  fourth   U.S. 
drawing  from  the  International  Monetary  Fund 

Secretary  of  the  Treasury  Douglas  Dillon  today  announced  a  fourth  drawing 
of  foreign  currencies  by  the  United  States  from  the  International  Monetary 
Fund. 
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The  drawing  is  for  $100  million  in  tlie  currencies  of  Germany  and  the  Nether- 
lands. Total  drawings,  the  first  of  which  was  made  on  February  13  of  this 
year,  now  amount  to  $400  million. 

As  in  the  case  of  the  previous  drawings,  the  currencies  will  be  sold  for  dollars 
to  other  Fund  members  for  their  use  in  making  repayments  to  the  Fund,  in- 
cluding a  current  $50  million  repayment  by  Canada. 


Exhibit  55. — Press  Release,  November  25,  1964,  on  assistance  (o  the  United 

Kingdom 

The  Federal  Reserve  System  and  the  U.S.  Treasury  today  issued  the  following 
statement : 

"The  United  Kingdom  and  11  other  countries  today  made  arrangements  pro- 
viding $3  billion  to  back  up  Britain's  determination  to  defend  the  pound  sterling. 

"Today's  funds  are  in  addition  to  the  $1  billion  drawing  the  United  Kingdom 
will  obtain  from  the  International  Monetary  Fund  at  the  end  of  this  month  under 
an  existing  standby. 

"Austria,  Belgium,  Canada,  France,  Germany,  Italy,  Japan,  the  Netherlands, 
Sweden.  Switzerland,  and  the  United  States,  together  with  the  Bank  for  Inter- 
national Settlements,  moved  quickly  to  mobilize  a  massive  counter-attack  on 
speculative  selling  of  the  pound. 

"The  IMF  drawing,  which  can  have  a  maturity  of  up  to  three  years,  will 
enable  the  British  to  pay  off  all  outstanding  short-term  credits  from  central 
banks  including  the  Federal  Reserve. 

"The  currency  swap  arrangement  with  the  Federal  Reserve  System  has  been 
raised  by  $250  "million  to  $750  million  and  a  $250  million  credit  has  been  made 
available  by  the  U.S.  Export-Import  Bank.  (These  amoimts  are  included  in  the 
total  package  of  $3  billion. ) " 


Exhibit  56.— Press  Release,  December  7,  1964,  announcing  a  U.S.  drawing  in 
German  marks  from  the  International  Monetary  Fund 

Secretary  of  the  Treasury  Douglas  Dillon  today  announced  a  drawing  by  the 
United  States  on  the  International  Monetary  Fund.  The  drawing  in  the  amount 
of  $125  million  is  the  fifth  made  by  the  United  States  and  is  in  German  marks. 

Total  drawings  in  1964  now  amount  to  the  equivalent  of  $525  million  in  various 
foreign  currencies.  A  sizable  part  of  these  drawings  has  been  offset,  however, 
by  the  drawings  of  U.S.  dollars  by  other  countries  during  the  period.  When  other 
countries  draw  dollars  from  the  Fund  it  restores  the  U.S.  position  and  in  effect 
amounts  to  repayment  by  the  United  States.  As  a  result  the  net  reduction  in 
U.S.  drawing  rights  on  the  Fund  has  been  only  about  $265  million. 

The  currency  drawn  is  expected  to  be  used,  as  in  the  past,  for  sale  for  dollars 
to  other  Fund  members  for  their  use  in  making  repayments  to  the  Fund. 


Exhibit  57.— Press  Release,  December  16,  1964,  containing  the  text  of  a  com- 
munique on  the  Ministerial  Meeting  of  the  Group  of  Ten 

Following  is  the  text  of  a  communique  released  yesterday  in  Paris  by  the 
French  Finance  Ministry  on  Ministerial  Meeting  of  the  Group  of  Ten : 

"1.  The  representatives  of  the  10  countries  participating  in  the  General  Ar- 
rangements to  Borrow  (GAB)  met  at  the  Ministry  of  Finance  in  Paris  on 
December  15th  1964.  Mr.  Emilio  Colombo,  the  present  Chairman,  who  was  un- 
able to  attend,  asked  M.  Valery  Giscard  d'Estaing  to  preside  in  his  place.  The 
Managing  Director  of  the  IMF  attended  the  meeting  as  did  the  Secretary  Gen- 
eral of  the  OECD  and  the  General  Manager  of  the  BIS.  An  observer  from 
the  Swiss  National  Bank  was  also  present. 

"2.  The  Ministers  and  Governors  examined  the  issues  raised  by  the  forth- 
coming general  increase  in  IMF  quotas  and  especially  the  problems  related  to 
gold  payments  of  25  percent  in  connection  with  the  quota  increase.    They  had 
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a  full  exchange  of  views  looking  towards  the  continuation  of  the  discussion  in 
the  IMF. 

"3.  Tliey  heard  a  report  on  the  activity  of  the  study  group  on  the  creation  of 
reserve  assets  and  decided  that  this  group  should  make  its  report  to  the  deputies 
by  next  June  so  as  to  enable  the  Ministers  and  Governors  to  take  up  the  sub- 
ject at  their  next  meeting  in  September  1965. 

"4.  The  representatives  of  the  Ten  reviewed  the  recent  evolution  of  the  in- 
ternational monetary  situation.  They  took  note  of  the  satisfactory  working 
of  the  GAB  on  the  occasion  of  its  first  activation. 

"5.  The  Ministers  and  Governors  had  a  preliminary  exchange  of  views  on  the 
renewal  of  the  GAB  about  which  a  decision  has  to  be  taken  before  October 
1965." 


Exhibit  58. — Press  Release,  February  4,  1965,  announcing  the  signing  of  an  ex- 
change agreement  by  the  United  States  and  Chile 

Secretary  of  the  Treasury  Douglas  Dillon  and  the  Ambassador  of  Chile, 
Sergio  Gutierrez,  today  signed  a  $16,120,000  exchange  agreement  between  the 
United  States  and  the  Government  and  Central  Bank  of  Chile. 

The  agreement,  which  is  effective  for  a  one-year  period,  replaces  one  for  $15 
million  signed  in  March  1964.  Under  the  exchange  agreement,  Chile  may  re- 
quest the  U.S.  Exchange  Stabilization  Fund  to  imrchase  Chilean  escudos.  Any 
escudos  acquired  by  the  U.S.  Treasury  would  subsequently  be  repurchased  by 
Chile  with  dollars. 

The  agreement  will  assist  Chile  in  maintaining  orderly  conditions  in  the  for- 
eign exchange  markets  as  part  of  its  program  of  economic  stabilization  and 
growth,  and  is  designed  to  supplement  the  resources  available  under  the  $36 
million  standby  arrangement  announced  by  the  International  Monetary  Fund  on 
January  6,  1965. 

Exhibit  59. — Press  Release,  February  4,  1965,  on  President  de  Gaulle's  statement 

on  the  gold  standard 

The  Treasury  today  released  the  following  statement : 

"President  de  Gaulle  has  recommended  that  the  gold  exchange  standard, 
based  on  the  use  of  dollars  freely  convertible  into  gold  at  $35.00  an  oimce,  and 
which  has  served  the  world  well  for  30  years  be  abandoned.  He  has  proposed 
that  instead  we  retreat  to  the  full  gold  standard  which  collapsed  in  1931  and 
which  proved  incapable  of  financing  the  huge  increase  of  world  trade  that  has 
marked  the  twentieth  century. 

"Studies  of  possible  ways  to  improve  the  woi'ld  monetary  system  have  been 
underway  for  the  past  18  months  in  the  International  Monetai-y  Fund  and  in 
the  Group  of  Ten  countries  making  up  the  GAB.  The  new  French  proposal  will 
presumably  be  introduced  in  these  forums  where  a  number  of  other  proposals 
have  been  under  study  for  some  time.  However,  a  move  toward  the  restoration 
of  the  so-called  gold  standard,  with  all  its  rigidities  and  sharp  deflationary  con- 
sequences, would  be  quite  contrary  to  the  main  stream  of  thinking  among  the 
governments  participating  in  these  studies. 

"In  no  event  would  any  solution  be  acceptable  that  involved  a  change  in  the 
fixed  $35.00  price  of  gold.  It  is  also  essential  that  any  changes  in  the  system 
ensure  that  adequate  international  credit  will  continue  to  be  available  to  finance 
the  swings  in  trade  typical  of  a  growing  world  economy." 


Exhibit  60. — Press  Release,  February  10,  1965,  on  Treasury  actions  following  the 
President's  Balance-of-Payments  Message 

Treasury  Secretary  Douglas  Dillon  today  announced  that  he  has  put  regu- 
lations into  effect  to  carry  out  President  Johnson's  Executive  Order  applying 
the  interest  equalization  tax  to  U.S.  bank  loans  to  foreigners. 
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This  and  other  steps  within  the  Treasury's  area  of  responsibility  were  out- 
lined by  the  Secretary  following  the  President's  Balance-of-Payments  Message 
sent  to  Congress  earlier  today. 

Secretary  Dillon  said  that  the  Treasury  is  sending  to  the  Congress  a  bill  ex- 
tending the  present  interest  equalization  tax  on  foreign  securities  sold  in  this 
country  for  another  two  years  and  expanding  its  scope  to  cover  one  to  three  year 
loans. 

Commenting  on  this  and  other  actions  asked  for  by  the  President,  Secretary 
Dillon  said : 

•'The  voluntary  cooperation  and  support  of  the  President's  entire  program 
by  American  business  and  the  general  public  is  essential  to  its  success.  The 
measures  taken  today  will  complement,  but  not  substitute  for,  these  voluntary 
efforts." 

As  announced  in  the  Balance-of-Payments  Message,  the  President  has  exer- 
cised his  power  to  extend  the  interest  equalization  tax  to  commercial  bank  loans 
to  developed  countries  with  a  period  to  maturity  of  one  year  or  more.  The 
Executive  Order  and  Treasury  Regulations  implementing  it  have  been  filed 
with  the  Federal  Register  and  will  become  effective  tomorrow,  February  11, 
1965. 

Under  the  law,  export-connected  loans  of  banks  are  exempted  from  the  tax, 
assuring  the  ability  of  banks  to  support  the  efforts  of  American  business  to 
compete  more  effectively  abroad.  Also  exempted  are  loans  repayable  in  for- 
eign currencies  by  foreign  branches  of  U.S.  banks  and  direct  investments  in 
foreign  subsidiary  banks.  These  exemptions  are  designed  to  pei'mit  foreign 
offices  of  U.S.  banks  flexibility  in  conducting  their  normal  operations  in  the 
countries  where  they  are  located.  The  President's  order  also  made  clear  that 
the  existing  exemption  for  new  Canadian  issues  would  not  apply  to  bank  loans. 

As  provided  by  the  law,  the  President  issued  the  order  extending  the  tax 
after  concluding  that  commercial  bank  loans  to  foreigners  had  materially  im- 
paired the  effectiveness  of  the  interest  equalization  tax  by  replacing  other  types 
of  acquisitions  which  were  subject  to  the  tax. 

Application  of  the  tax  to  all  credits  to  Japan  with  a  period  of  maturity  of  one 
year  or  more  would,  in  the  opinion  of  the  President,  have  such  consequences  for 
that  country  as  to  threaten  to  imperil  the  stability  of  the  international  mone- 
tary system.  Consequently,  the  President  has  stated  that  he  will  exempt  from 
tax  this  year  up  to  $100  million  of  borrowings  by,  or  guaranteed  by,  the  Gov- 
ernment of  Japan  which  would  otherwise  be  subject  to  the  tax. 

In  requesting  Congress  to  extend  the  interest  equalization  tax  for  two  years 
(to  expire  on  December  31,  1967)  the  President  also  asked  that  its  scope  be 
extended  so  as  to  subject  to  tax  those  acquisitions  by  all  U.S.  persons  of  foreign 
debt  obligations  with  a  period  to  maturity  of  one  year  or  more.  Existing  ex- 
emptions, including  those  for  export  credit,  direct  investment,  and  loans  to  less- 
developed  countries,  will  continue  to  apply. 

In  order  to  be  certain  that  the  proposed  amendments  to  the  interest  equaliza- 
tion tax  do  not  serve  as  an  inducement  to  accelerate  acquisitions  of  foreign  debt 
obligations,  the  President  requested  Congress  to  make  these  amendments  effective 
tomorrow,  February  11,  1965.  However,  these  amendments  would  not  be  ef- 
fective with  respect  to  acquisitions  made  pursuant  to  firm  commitments  in 
effect  as  of  February  10, 1965. 

A  bill  incorporating  the  proposed  amendments  to  the  interest  equalization  tax 
is  being  submitted  by  Secretary  Dillon  to  Congress. 

As  indicated  by  the  President  in  his  message,  the  Treasury  will  shortly  sub- 
mit to  Congress  a  bill  embodying  specific  proposals  to  improve  the  tax  treat- 
ment of  foreign  investment  in  U.S.  corporate  securities,  generally  along  the  lines 
recommended  by  a  special  task  force  appointed  by  President  Kennedy. 

Secretary  Dillon  also  noted  that  the  Department  of  Justice  will  shortly  pro- 
pose legislation  to  the  Congress  that  would  provide  assurance  that  voluntary 
efforts,  and  any  voluntary  agreements,  undertaken  by  financial  institutions  as 
part  of  the  President's  program  will  not  be  subject  to  antitrust  action. 
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Exhibit  61. — Press  Release,  February  23,  1965,  announcing  signing  of  a  new 
exchange  agreement  between  the  United  States  and  Brazil 

Secretary  of  the  Treasury  Douglas  Dillon  and  the  Ambassador  of  Brazil, 
Juracy  Magalhaes,  today  signed  a  $53,660,000  exchange  agreement  between  the 
United  States,  the  Government  of  Brazil,  and  the  Bank  of  Brazil. 

Under  the  agreement,  which  is  effective  for  a  one-year  period,  Brazil  may 
request  the  U.S.  Exchange  Stabilization  Fund  to  purchase  Brazilian  cruzeiros 
in  amounts  not  exceeding  the  value  of  the  agreement.  Any  cruzeiros  so  ac- 
quired by  the  U.S.  Treasury  would  subsequently  be  repurchased  by  Brazil  with 
dollars. 

The  agreement  will  assist  Brazil  in  maintaining  orderly  conditions  in  her  for- 
eign exchange  markets  as  part  of  her  program  of  economic  stabilization  and 
growth,  and  is  designed  to  supplement  the  resources  available  under  the  $125 
million  standby  arrangement  announced  by  the  International  Monetary  Fund  on 
January  13,  1965. 

The  agreement  signed  today  implements  the  Treasury  portion  of  various  U.S. 
Government  economic  and  financial  programs  in  Brazil  in  1965,  estimated  to 
total  more  than  $450  million,  which  were  announced  December  14,  1964,  on  the 
occasion  of  the  signing  of  a  $150  million  program  loan  of  the  Agency  for  In- 
ternational Development. 

Exhibit  62. — Press  Release,  March  22,  1965,  announcing  the  first  U.S.  drawing 
in  1965  from  the  International  Monetary  Fund 

Secretary  of  the  Treasury  Douglas  Dillon  today  announced  a  drawing  by  the 
United  States  on  the  International  Monetary  Fund.  The  drawing  in  the  amount 
of  $75  million  is  the  first  made  this  year  by  tlie  United  States  and  is  in  equal 
amounts  of  German  marks,  Canadian  dollars,  and  Italian  lire. 

Total  drawings,  since  their  inception  in  February  1964,  now  amount  to  the 
equivalent  of  $600  million  in  various  foreign  currencies.  A  sizable  part  of 
tliese  drawings  has  been  offset,  however,  by  the  drawings  of  U.S.  dollars  by 
other  countries  during  the  period.  When  other  countries  draw  dollars  from  the 
Fund  it  restores  the  U.S.  position  and  in  effect  amounts  to  repayment  by  the 
United  States.  As  a  result,  the  net  reduction  in  U.S.  drawing  rights  on  the 
Fund  has  l)een  about  .$.330  million. 

The  currency  drawn  is  expected  to  be  used,  as  in  the  past,  for  sale  for  dollars 
to  other  Fund  meml)ers  for  their  use  in  making  repayments  to  the  Fund  over 
the  next  several  months. 

Exhibit  63. — Press  Release,  April  6,  1965,  announcing  that  the  Bahamas,  Ber- 
muda, Ireland,  Kuwait,  and  Portugal  are  to  be  made  subject  to  interest 
equalization  tax 

The  President  today  notified  the  Congress  that  on  or  shortly  after  May  6,  1965, 
he  intends  to  issue  an  Executive  Order  terminating  the  "less  developed"  designa- 
tion of  the  Bahamas.  Bermuda,  Ireland,  Kuwait,  and  Portugal  for  purposes  of 
the  interest  equalization  tax. 

The  President's  action  will  have  the  effect  of  applying  the  interest  equalization 
tax  to  purchases  by  U.S.  citizens  from  foreigners  of  stock  and  debt  obligations 
originating  from  the  three  countries  and  the  Bahamas  and  Bermuda  which  are 
currently  exempt  from  the  tax.  All  such  purchases  made  after  the  date  of  the 
Executive  Order  will  be  subject  to  the  tax,  except  those  for  which  firm  written 
commitments  existed  prior  to  today. 

The  interest  equalization  tax  has  been  applied  to  the  acquisitions  of  various 
foreign  securities  by  U.S.  citizens  since  July  18,  1963.  The  tax  is  designed  to 
help  curb  the  outflow  of  capital  from  the  United  States,  which  has  been  a  ma.ior 
factor  contributing  to  this  country's  adverse  balance-of-payments  position.  The 
tax  does  not  apply  to  stock  and  debt  obligations  issued  by  countries  which,  for 
the  purpose  of  this  tax,  are  determined  to  be  "less-developed  countries,"  and  by 
certain  corporations  and  residents  of  such  countries. 

The  interest  equalization  tax  law  authorizes  the  President  to  expand  the  list 
of  countries  considered  not  to  be  "less  developed,"  so  that  the  application  of  the 
tax  can  be  adjusted  to  reflect  economic  development  in  difi:erent  parts  of  the 
world.  When  such  changes  are  to  be  made,  however,  Congress  must  be  given  30 
days  advance  notice. 
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In  connection  with  tlie  intensified  balance-of-payments  program  announced 
by  President  Johnson  on  February  10,  1965,  the  Administration  has  reviewed  the 
list  of  "less-developed  countries"  currently  exempt  from  the  tax.  The  review 
showed  that  each  of  the  five  areas  to  be  covered  by  the  new  Executive  Order 
has  progressed  to  the  point  where  its  borrowers  should  not  be  in  a  privilegetl 
position  in  the  acquisition  of  capital  in  the  United  States.  Each  is  experiencing 
satisfactory  domestic  economic  growth,  and  each  has  relatively  large  inter- 
national resources  to  draw  upon  if  it  requires  additional  resources.  Kuwait 
has  become  a  net  exporter  of  capital.  The  other  four,  in  addition  to  their  own 
domestic  capital  resources,  have  access  to  the  capital  markets  of  Europe. 


Exhibit  64. — Press  Release,  May  20,  1965,  announcing  that  U.S.  citizens  may  buy 
Indian  rupees  owned  by  the  U.S.  Government 

The  Department  of  State  and  the  Treasury  Department  announced  today  that 
the  American  Embassy  at  New  Delhi  and  the  American  Consulates  at  Madras, 
Calcutta,  and  Bombay,  India,  have  been  authorized  to  sell  to  American  citizens 
Indian  rupees  received  by  the  United  States  from  the  sale  of  surplus  agricultural 
commodities. 

To  ensure  that  maximum  use  of  U.S.-owned  foreign  currencies  is  made  for  the 
benefit  of  the  U.S.  balance  of  payments,  the  President  recently  ordered  a  Govern- 
ment-wide reexamination  of  foreign  currency  utilization.  In  support  of  this 
effort,  American  tourists  are  encouraged  to  purchase  their  local  currency  needs 
from  U.S.  sources  in  countries  where  such  sales  are  authorized.  By  buying 
their  local  currency  needs  at  the  respective  embassies  or  consulates  in  these 
countries  American  citizens  are  in  effect  keeping  their  dollars  "at  home"  and  are 
assisting  the  U.S.  balance  of  payments. 

The  initiation  of  Indian  rupees  sales  to  American  citizens  in  India  brings  to 
three  the  number  of  countries  where  such  sales  of  local  currency,  held  in 
amounts  excessive  to  the  neetls  of  the  U.S.  Government,  are  now  in  effect.  The 
United  States  has  been  selling  Israeli  and  Egyptian  pounds  to  U.S.  citizens  in 
those  two  countries  for  some  time. 

The  action  announced  today  was  taken  in  accordance  with  a  provision  of  an 
amendment  signed  on  December  31,  1064,  to  the  Food  for  Peace  Agreement  of 
September  30, 1964,  with  India. 

American  tourists  and  businessmen,  upon  presentation  of  their  passports  for 
identification,  can  obtain  Indian  rupees  at  the  oflicial  rate  of  exchange  at  the 
Embassy  or  Consulates  in  exchange  for  U.S.  currency,  personal  checks  drawn  on 
a  bank  in  the  United  States,  or  U.S.  travelers  checks. 

In  most  of  the  countries  throughout  the  world,  the  U.S.  Government  holds 
foreign  currencies  only  as  working  balances.  This  area  includes  all  of  Western 
Europe,  Latin  America,  Africa,  with  the  exception  of  Guinea,  and  the  Far  East, 
except  for  Burma,  India,  and  Pakistan.  In  these  nations,  the  Government- 
owned  balances  of  foreign  currency  are  inadequate  or  barely  adequate  to  cover 
oflScial  requirements  and  supplemental  purchases  are  made  with  dollars.  There 
is.  therefore,  no  balance-of-payments  benefit  to  be  gained  by  sales  to  private 
persons. 

As  additional  sales  for  foreign  currencies  are  made,  as  repayments  under 
previous  agreements  are  received  and  as  U.S.  official  requirements  change, 
arrangements  will  be  negotiated  where  possible  and  procedures  established  for 
sales  to  private  U.S.  citizens. 


Exhibit  65. — Press  Release,  June  16,  1965,  announcing  the  intention  of  France 
to  make  a  further  prepayment  on  its  debt  to  the  United  States 

The  Government  of  France  today  announced  its  intention  to  make  in  the  near 
future  a  further  prepayment  in  the  amount  of  $178.6  million  of  principal  out- 
standing on  debts  owed  to  the  United  States. 

The  prepayment  will  be  applied  to  the  Export-Import  Banli  Lend-Lease 
Termination  Loan  contracted  in  the  early  postwar  years  of  French  reconstruc- 
tion and  completes  repayment  of  that  loan.  Previous  prepayments  on  this  and 
other  debts  to  the  United  States  in  1962  and  1963  amounted  to  approximately 
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$630  million.  The  prepayment  announced  today,  along  with  regularly  scheduled 
midyear  payments  on  other  debts,  will  reduce  the  principal  remaining  on  the 
French  Government's  post  World  War  II  debt  to  the  United  States  to  slightly 
under  $400  million. 

The  U.S.  Treasury  welcomes  the  prepayment  announced  today  by  the  Govern- 
ment of  France. 


Exhibit  66. — Statement  on  discussions  held  June  29,  1965,  by  Chancellor  of  the 
Exchequer  James  Callaghan  of  Great  Britain  and  Secretai'y  of  the  Treasury 
Henry  H.  Fowler  at  the  U.S.  Treasury 

British  Chancellor  of  the  Exchequer  James  Oallaghan  and  Secretary  of  the 
Treasury  Henry  H.  Fowler  agreed  in  their  talks  at  the  U.S.  Treasury  that  in 
present  circumstances  the  primary  contribution  of  both  the  United  Kingdom 
and  the  United  States  to  international  financial  stability  and  the  impi-ovement 
in  the  international  monetary  system  is  to  achieve  and  sustain  a  broad  equilib- 
rium Ln  their  international  balance  of  payments. 

Secretary  Fowler  noted  that  the  voluntary  effort  by  Aaneriean  bankers  and 
businessmen  to  reduce  their  net  dollar  outlays  abroad,  undertaken  earlier  this 
year  at  the  President's  request,  is  having  an  encouraging  effect.  Provisional 
indications  are  that  this,  and  the  "svide  range  of  other  efforts  being  made  to  end  the 
U.S.  payments  deficit,  resulted  in  surpluses  during  March,  April,  and  probably  in 
May.  However,  the  United  States  plans  no  relaxation  of  its  efforts.  The  country 
is  now  entering  the  period  of  the  year  when  tourist  expenditures  increase  dollar 
payments  to  foreigners  markedly.  Imports  are  rising  with  continued  internal 
expansion  and  there  are  increased  dollar  outlays  in  South  Vietnam  and  in  the 
Dominican  Republic.  The  accumulation  of  dollars  in  reserve  holdings  abroad 
in  past  years  is  the  cause  of  large  continued  gold  outflows,  such  as  those  of  the 
current  year. 

The  Chancellor  of  the  Exchequer  and  Secretary  Fowler  agreed  that  the  pros- 
pects for  an  early  and  sustained  equilibrium  in  the  U.S.  balance  of  payments 
resulting  from  the  efforts  of  the  last  four  years  were  good,  and  that  there  should 
be  no  relaxation  in  the  execution  of  President  Johnson's  program  of  February 
10,  1965. 

The  Chancellor  said  that  a  substantial  improvement  had  taken  place  in  the 
British  balance  of  payments  during  the  first  quarter  of  1965.  He  expected  a  big 
reduction  in  the  deficit  on  current  and  long-term  capital  account  for  1965  as  a 
whole.  The  measures  which  the  British  Government  had  taken  in  the  fields  of 
fiscal  policy,  credit  control,  the  stimulation  of  industrial  efficiency,  incomes 
policy,  and  economic  planning  were  beginning  to  work  through  the  economy ;  and 
he  reiterated  his  aim  of  balancing  Britain's  overseas  payments  in  the  second 
half  of  1966. 

In  discussing  the  interaction  of  the  balance-of-payments  programs  of  the  two 
countries,  the  Chancellor  drew  attention  to  the  effect  on  the  British  position  of 
the  measures  which  the  United  States  had  undertaken  to  correct  its  balance 
of  payments.  In  this  connection,  Secretary  Fowler  emphasized  that  the  guide- 
lines for  the  volimtary  restraint  program  take  account  of  the  United  Kingdom 
payments  problem.  The  United  States  pointed  out  that  the  British  Government's 
program  described  by  Chancellor  Callaghan  to  the  British  Parliament  on  the 
12th  April,  for  continuing  to  raise  gradually  the  proportion  of  the  United  King- 
dom Government's  holdings  of  nonsterling  securities  in  a  liquid  foi-m,  and  their 
use  to  reinforce  the  reserves,  would  involve  an  adverse  impact  on  the  U.S. 
balance  of  payments.  Secretary  Fowler  recognized  the  need  for  this  British 
program ;  and  the  Chancellor  reiterated  earlier  assurances  that  the  British  au- 
thorities would  continue  to  cooperate  by  managing  the  portfolio  in  such  a  way 
as  to  minimize  the  impact  of  the  operations  on  the  U.S.  balance  of  payments  and 
avoid  any  significant  impact  on  the  U.S.  security  markets.  He  added  that  these 
operations  had  now  been  carried  to  a  point  where  t,he  portfolio  could  be  used  to 
reinforce  the  United  Kingdom  reserves  at  short  notice. 

With  respect  to  the  problem  of  international  liquidity,  it  was  felt  that  a  number 
of  countries  will  require  time  to  consider  their  attitudes  in  the  light  of  changing 
develoipmentis  in  international  payments,  and  with  the  benefit  of  technical  Studies 
now  being  completed  in  the  Group  of  Ten.  In  this  connection,  the  Chancellor 
referred  to  the  discussions  which  he  had  held  with  M.  Giscard  d'Estaing,  the 
French  Minister  of  Finance ;  and  Secretary  Fowler  indicated  that  he  hoped  to 


EXHIBITS  447 

have  talks  with  the  Finance  Ministers  of  other  major  countries  in  the  latter 
part  of  the  year  on  the  suhject  of  international  liquidity. 

These  talks  would  explore  the  various  possibilities  with  a  view  toward  any 
reinforcement  that  would  help  to  assure  a  payments  system  fully  responsive  to 
the  continued  growth  of  international  trade. 

The  British  and  American  ministers  were  agreed  that  any  such  reinforcement 
must  await  the  development,  out  of  the  present  divergent  opinions,  of  an  inter- 
national consensus  on  this  subject ;  but  that  constant  and  persistent  efforts  should 
be  pressed  at  the  Ministerial  level,  both  during  and  after  the  meetings  of  the 
World  Bank  and  International  Monetary  Fund.  In  this  connection  the  Chancel- 
lor stressed  the  importance  of  the  needs  of  the  developing  countries. 

The  Ministers  agreed  that  the  two  reserve  currencies  would  continue  to  play 
an  essential  part  in  the  linancing  of  international  trade  and  as  a  medium  in 
which  to  hold  reserves.  They  recognized  that  the  interests  of  the  two  currencies 
were  closely  bound  up  with  one  another.  This  identity  of  interest  had  already 
been  recognized  in  the  measures  of  tinancial  cooperation  taken  by  the  two 
countries,  which  should  be  maintained  and  intensified. 

In  addition  to  the  Chancellor  and  the  Secretary,  participants  in  the  Treasury 
discussion  included : 

Sir  Patrick  Dean,  British  Ambassador  to  the  United  States ;  Sir  William  Arm- 
strong, Joint  Permanent  Secretary  of  the  British  Treasury ;  Sir  Denis  Riekett, 
Second  Secretary  of  the  British  Treasury,  Mr.  Robert  Neild,  Economic  Adviser 
to  the  British  Treasury,  Mr.  M.  H.  Parsons,  Executive  Director,  Bank  of  England 
and  Mr.  John  Stevens,  Economic  Minister  in  the  British  Embassy,  Washington. 

Mr.  Joseph  W.  Barr,  Under  Secretary  of  the  U.S.  Treasury;  Mr.  Frederick  L. 
Deming,  Under  Secretary  of  the  Treasury  for  Monetary  Affairs ;  Mr.  Merlyn  N, 
Trued,  Assistant  Secretary  of  the  Treasury  for  International  Affairs,  and  Mr. 
Stanley  S.  Surrey,  Assistant  Secretary  of  the  Treasury  for  Tax  Policy. 


Exhibit  67. — Press  Release,  July  1,  1965,  announcing  the  consent  of  the  United 
States  to  an  increase  in  its  quota  in  the  International  Monetary  Fund 

Secretary  of  the  Treasury  Henry  PI.  Fowler,  as  U.S.  Governor  of  the  Interna- 
tional Monetary  Fund,  has  informed  the  Fund  of  U.S.  consent  to  an  increase  of 
$1,035  million  in  the  U.S.  quota. 

Secretary  Fowler's  action  followed  President  Johnson's  signing  yesterday  of 
appropriations  legislation  which  implemented  earlier  congressional  authorization 
for  the  increase. 

The  increase  in  the  U.S.  quota  will  be  paid  25  percent  or  $258.75  million  in 
gold,  and  75  percent  or  $776.25  million  through  a  letter  of  credit.  The  action  is 
in  accordance  with  the  Resolution  of  the  International  Monetary  Fiuid  Board 
of  Governors  providing  for  the  increase  in  mennbers'  quotas.  In  return  for  its 
gold  payment  the  United  States  will  receive  an  equally  valuable  reserve  asset 
in  the  form  of  virtually  automatic  "gold  tranche"  drawing  rights  on  the  Fund. 
No  expenditures  under  the  letter  of  credit  will  be  required  for  the  foreseeable 
future.  Accordingly,  the  quota  increase  payment  will  have  no  effect  upon  the 
U.S.  international  reserve  position,  or  upon  its  balance-of-payments  position. 

The  increase  in  the  U.S.  quota  is  part  of  a  general  expansion  of  all  members' 
quotas  by  25  percent,  plus  larger  increases  for  16  countries.  Secretary  Fowler 
said  that  the  action  of  the  U.S.  Government  demonstrates  the  importance  which 
it  places  on  ensuring  that  adequate  resources  .shall  be  available  to  the  Fund 
so  that  it  can  continue  to  play  a  vital  role  in  the  international  monetary  system. 


Exhibit  68. — Other  Treasury  testimony  published  in  hearings  before  congres- 
sional committees,  July  1,  1964-June  30,  1965 

Secretary  of  the  Treasury  Dillon 

Statement  in  support  of  II. R.  12010,  published  in  hearings  before  the  Sub- 
committee on  International  Finance  of  the  Committee  on  Banking  and  Currency, 
House  of  Representatives,  88th  Congress,  2d  Session,  on  H.R.  12010,  a  bill  to 
amend   the   Inter-American   Development    Bank   Act   to   authorize  the   United 
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States  to  participate  in  an  increase  in  tlie  resources  of  the  Fund  for  Special 
Operations  of  the  Inter-American  Development  Banlv,  August  11,  1964.  pages  2-9. 

Statement  in  support  of  H.R.  45,  published  in  hearings  before  the  Committee 
on  Banking  and  Currency,  House  of  Representatives.  89th  Congress.  1st  Session, 
on  H.R.  45.  a  bill  to  amend  the  Inter-American  Development  Bank  Act  to  author- 
ize the  United  States  to  participate  in  the  resources  of  the  Fund  for  Special 
Operations  of  the  Inter-American  Development  Bank,  February  o,  1965,  pages 
3-13. 

Statement  in  support  of  S.  805,  published  in  hearings  before  the  Committee 
on  Foreign  Relations,  U.S.  Senate,  89th  Congress,  1st  Session,  on  S.  805.  a  bill 
to  amend  the  Inter-American  Development  Bank  Act  to  authorize  the  United 
States  to  participate  in  an  increase  in  the  resources  of  the  Fund  for  Special 
Operations  of  the  Inter-American  Development  Bank,  February  5,  1965,  pages 
2-68. 

Statement  in  support  of  H.R.  6497,  published  in  hearings  before  the  Committee 
on  Banking  and  Currency,  House  of  Representatives,  89th  Congress,  1st  Session, 
on  H.R.  6497,  a  bill  to  amend  the  Bretton  Woods  Agreements  Act  to  authorize 
an  increase  in  the  International  Monetary  Fund  quota  of  the  United  States, 
March  23,  1965,  pages  44-53. 

Secretary  of  the  Treasury  Fowler 

Statement  in  support  of  H.R.  7368,  published  in  hearings  before  the  Committee 
on  Ways  and  Means,  House  of  Representatives,  S9th  Congress,  1st  Session,  on 
H.R.  7368.  a  bill  to  amend  the  tariff  schedules  of  the  United  States  to  reduce 
until  Januai.v  1,  1968,  the  exemption  from  diaty  enjoyed  by  returning  residents 
to  $50  fair  retail  value.  May  3,  1965,  pages  19-23. 

Statement  in  support  of  H.R.  6497,  pul)lished  in  hearings  before  the  Committee 
on  Foreign  Relations.  U.S.  Senate.  89th  Congress,  1st  Session,  on  H.R.  6497,  a 
bill  to  amend  the  Bretton  Woods  Agreements  Act  to  authorize  an  increase  in  the 
U.S.  quota  in  the  International  Monetary  Fund,  ^lay  6,  1965,  pages  2-25. 

Statement  in  opposition  to  H.R.  8147,  published  in  hearings  before  the  Com- 
mittee on  Finance,  U.S.  Senate,  89th  Congress,  1st  Session,  on  H.R.  8147,  a  bill 
relating  to  certain  customs  exemptions  for  returning  residents,  June  24,  1965, 
pages  2-8. 

Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Deming 

Statement  in  support  of  H.R.  5280,  published  in  hearings  before  the  Antitrust 
Subcommittee  of  the  Committee  on  the  .Judiciary,  House  of  Representatives,  89th 
Congress.  1st  Session,  on  H.R.  5280,  a  bill  to  provide  for  exemptions  from  the 
antitrust  laws  to  assist  in  safeguarding  the  balance-of-payments  position  of  the 
United  States,  March  3,  1965,  pages  4-8. 

Statement  in  support  of  an  appropriation  to  increase  the  U.S.  quota  to  the 
International  Monetary  Fund,  published  in  hearings  before  the  Committee  on 
Appropriations,  U.S.  Senate,  89th  Congress,  1st  Session,  on  H.R.  7060,  a  bill  for 
various  appropriations,  June  3,  1965,  pages  2-14. 

Assistant  Secretary  of  the  Treasury  Trued 

Statement  in  connection  with  improving  the  U.S.  balance  of  payments  by 
reducing  the  deficit  on  tourist  account,  published  in  hearings  before  the  Special 
Subcommittee  on  Tourism  of  the  Committee  on  Banking  and  Currency,  House 
of  Representatives.  88th  Congress.  2d  Session,  on  international  travel  in  relation 
to  the  balance-of-payments  deficit,  November  30,  1964,  pages  4—6. 

Statement  before  the  Committee  on  Foreign  Relations,  U.S.  Senate,  in  support 
of  S.  1742,  a  bill  containing  three  separate  proposals  relating  to  the  International 
Bank  for  Reconstruction  and  Development  and  the  International  Finance  Corpo- 
ration, published  in  Appendix  to  Calendar  No.  360,  Report  No.  372,  U.S.  Senate, 
89th  Congress,  1st  Session,  June  7,  1965,  pages  8-11. 

Statement  in  support  of  S.  1760,  a  bill  authorizing  the  Secretary  of  the  Treas- 
ury to  conclude  the  settlement  of  a  debt  arising  from  a  U.S.  loan  to  Greece  in 
1929,  published  in  Appendix  B  of  Calendar  No.  351.  Report  No.  362,  U.S.  Senate, 
89th  Congress,  1st  Session,  June  7,  1965,  pages  8-10. 


EXHIBITS 


449 


> 

u 

VI 

■It 


0) 


V 


^^ 
«; 

.2  -^ 
(a  . 

se  o 
«  as 

t/j  » 

5  «- 
§^ 
«S 

CM 

O  £ 

o 

::  c 

ii  ■« 

^  is 

1/3  '*' 
0) 

.  OS 

•!h 

m  »^ 

£;- 

CO  be 

I  .S 

tS   0) 


S 


u 

Ph 


eS 

T3 

<< 

, 

^ 

rH 

o 

o 

■4-3 

■+-> 

bX)  bC 

CI 

d 

,^3^ 

cc 

7J 

a 
A  o 

cc  t3 
^^ 


o 


o 


0) 

CQ 


\(y 


o  o 


S'JJ^    'JJ    c/j    c/J    r-" 
j-i-i    i-rt    "T-^   r^^      '^ 


~5tl 


c  c  o 

"^   O  O  O   O   O   cc 
cc    cc   cc   cc   cc  T* 


4d 

PLH 


O 


fin 
o 


>— '     r^     lyj     ly-i     uj     ijv     lyj   -r— •     ^H     ^H     H-<         •     '*'.     r-"     (•-, 

o3,S  o  o  o  o  o  S^"^"^":::!  S^—  a:' 
-^"  c:  c3  cz  ci  oSlS  ►*>i^'^o  aTi^i  .z. 


Mm 


o 

.«  >> 

C/J 

o  ^ 

Sh  j3 

c3   dJ 

-l->      tH 

2iH 

^2 

«2S 

.3 
'S 

O 


35 


00 

e 

02 


o 


e3 


o  a 

cc    ;> 


C3 

^    ^         „     tn     b-     - 

>iH  a;  o--< 


cc   C3 


.-^    >    ^    G 


CC 


O) 


c3 


cc 

g 

o3 


<:o 


"     CD     CO  S     _:-^^ 

^       T3     •  T3  _  § 

^  rr  rf    .  5  ;n  ra 

^  ^a8^ S o  a  g 

<50<I^P^Mhq 


cc     Ih     • 


03- 
> 


>^      I    =^   r-   S 

d    C   ;3  .«   g   g  XJ 
c3   o3   o  'S   ^  o  -^ 

3  H  -73  r*^  fe  S^S 

'^  o 

CD 


~1 


.t<    CO 

cc  ri 
cc    OJ 


.      .   O 


^O 


^  P  o 


c 
a 

S  5^ 
P  °-a 

i^WP-i 


O 
CC 


a 


o 


c 
o 


lOO^-fi-^COiOcSl^COfOrtHT-iT-icO-^iOOiOCOt^O^ 
l>(X)tX)(»OOC»QOOOQOOOOOQOOOGOGOGO(»OOOOOOOOQOOO 

CO  CO  rH  Ca  05  (M  (M  C^  rH  (M  i— I 


>>   •    .     .  (J  t^ 


^QgfSooS^^^ 


CD'  a*^    CD  lirH  k!-;i 


^K^^^Qi-J 


c3 


C5iOrH^-*Ttio»oc5^coco-*>-HT-i  CO,"*  lo  o  o  CO  t>  o 

OOc^sOO^^i— iC-liMCOCOCOCO'^'^'^i'^'^'^'^'OiO'CO 

t^t^oooOGOooooccooGOooQOoooooooooocoooooooGOoo 
^~co"»-H"'*'oi"<o"c<rb-"cD"cxfcR"co~'-H"co~co"oo''^''od~t>o"co'~i>-''t^  C^l 

-H  ^  <M  <M  Ol  ^  (M  --I 


bC 


03   ft^  c3   D<t:«-^o3   o3-^o3   o3 


o 
CI 
*-» 

o 
o 


782-55e--66- 


-29 


450 


19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


■s  «> 

«J! 

o 

§2 

S^ 

^  ^ 

u 

O    t. 

«-  5 

tcT3 

0)   C 

•c  s 

5^ 

u  a; 

01  "O 

CC'S 

»-  2 
«£ 
Ta^ 

C   4j 

Px 

•*^ 

^-o 

s  c 

a  cs 

« 

xjos 

c^ 

e8    ^ 

© 

i»e^ 

.2  t^ 

b   u 

CIS   c« 

t:*  s 

-5 

c;"-^ 

Mo 

^-^ 

d    - 

eS  ^ 

-^oo 

.2t^ 

(B'-< 

W      « 

^^ 

1— 1 

rr    «u 

—    OJ 

S^ 

cE 

S  a> 

<5j 

—  oc 

2g 

dje-i 

0-- 

.  lU 

IB    C 

b  t. 

es  a 

cret 
Dep 

« 

03  t^ 

b. 

t.  S 

0)   M 

T3   C8 

5^ 

ii 

■o 

Sc 

0) 

s 

r, 

0)  bf 

t£ 

s 

0)  > 

o 

«^i 

U 

% 

a.-  2 

T3 

> 

'^•s 

a; 

.« 

X 

H 

O 


-a 

l-c 

CI 
CO 


0) 


c 
o 

m 
O 


O   O 


CO 


> 

.2 
O 


o 


'  -|J  +J   "^   OJ    3 


o3 

-d-d 


5^  =  SS^^-5x5 
*^  -f^  -^  -t-» 


a  c3 


>  > 


;j  .s  .rt  .;-;  ^  ^  >-i  i"  '■-'  "-^  s-i  i^  s-i  ,^  -^  -^  ^^  -^  »_.  ^-^  ^  ki  k^  i-^ 


O   c3    C   >   > 


cc   tn 


O 
O   03 


O   O 


t»-l 

>, 

0 

Lh 

>> 

3 

r/3 

;h 

i-i 

cj 

fl) 

-w 

b4 

Si 

H 

0 

QJ 

C/J 

+= 

.2 
O 


.s 

c 
o 

u 


cc 


CO 

?! 

■H 


M 


>o 


tH     O 


c5 


-^"-S 


« 

M 


C 

Si 


o 
H 


O    C3 

^  cS  rt 


"     .^   C  "■   "^   o 

rt-i^  2S^  o>^ 

cc  >^   C  •-'         '^ 


03, 


■illl 


^'^ 

0--J 


:2^31;?^ 


-    _  i-  CC  o  C  -C 

^  0-30    ■  -  ^ 


a 
o 

cc 


o 

3  cc 


o 


o^ 


5  o 


b  fa  S  5P6  g  5 
rH  ^ ."  3  (11 ."  ni 


p°     d 


+^  -^  •'-^  cc 


"  o 


cc  ■ 


WO! 


o  O'^fT-S^  3^i3 


cc 

c3 


=Q  ego 

lOfXH^O 


«DCC>CD01:^t^l>I^OOGOOOCOOOOOOOC20l05000'— ii— i(M 
OOQOOOGOOOGOGOOOGOOOOOGOQOOOOOOOCOGOOIOCIOIOO 

CO  1— (IM  1— icOfOC-1  CO  '— I 


a 
o 


,-H^T}HiOC2COM<CDt^i-i^'*^iOt^CT5^C'3I:^(Nt^OJCOOO 
00000000(X)GOOOOOGOGOOOGOOO(X)OOGOOOGOCOC5C50^C50 

rH  I— I  1—1  rH  T-l  (N  CO  (N  "-I 


>>^  b  > 


EXHIBITS 


451 


a; 

"o 
o 
O 


2  ^ 

s  c  5  o-^ 

S  S  S  G  fl 
-  S  c  o  C 


(U 

CD 

> 

> 

Cj 

0) 

w 

r/) 

o 

O 

o 

O 

bc       g  ai 
T3         >   > 

0 

S      o  9 

3 

c^ 

O        o  59 

!h 

^ 

ding,  Co 
lidge. 
lidge,  H 
ver.  Roc 

+3' 

> 

> 

> 

rr. 

-k5 

(1) 
> 

> 

in 

H 

nhower. 
nhower. 
nhower. 
nedy,  Jo 

(-1  o  o  o 

0 

0 

0 

0 

0 

0  - 

3 

.^ 

%;  "tJ  "^  0 

c3   o   O   O 

0 

0 

0 

0 

0 

0  c 

•I, 

.2 .2  .25  S 

Wooskp^p^p^p^p^hhhwwwW 


c 
o 

.    .  o 

rGrC;      (D 

G  fl  C 
<u  o)  G 
22  22  oj 
WWW 


o 


73 
O 
O 


G  C  '^  -G  . 


o 

CO 

_G 

L>  ^ 

--O 
G  G  G  G  >, 

C3    C    Cj    C3    rj 

►^J.     I     I  -(J  -tJ  -(J  -IJ  ^-< 

-  ■  -  '    -   CD  o  S  G 


^  _0  _0   c^— O  'O   bX5 

ni    f^-i   i-^  r^   r^ 


CD    Oj    c 
CD    a  P,  S- 


ooc^Goooooo 


^  bcSbScbbo^^  ^^S  g 


§iSS^^^§SS>j£cgffi^^Q 


G 
o 

c» 
u 
o 

C 

<1 

G  G^ 


(M  '^ 


-4-= 

G 


G  fr' 

^ 

0  G 
.2  § 

gClH 

bon, 
lion, 

£  c 

.,0 

O)    CD 

oj  0 

1^ 

^^ 

^f^ 

■O    CD 

£=  03 

"-      fcH 

0  -3 

>-ci 

tSGJ 

bcr; 

.2  * 


o 


'^  G  22  o    - 

■      -  Gj  Zh     fcn     3 

Hii^S.G  O 

-tJ    G    5^    ■^    CD 

G  O-g  5"^ 
a;  t«  t-  ^ 


CD 
CO 

1-5 
(D 


G   O 


CO 

CD 


cc 
-^J 

CO 

G 
-G 

O   CO 


G  0.0 


1;=;'^' 


r-'  "^     ^     ?^     O 


G 
O 

Q 


-g 
O    • 

<D  — 
M    '   ' 
U 
<A 


<D    G 


G-G 


CO  ^ 

?G'c3 


3W    CD    ° 

„JG^^ 
^^iGfg 


c3 

c3 


k4< 


■   CD   "   t-  G3   ?^ 


mOC)< 


rf  G  o  S  S 

CD   <D.G   O-^ 


c3   tj    O 
^►°>^ 

-    ?    CD 

.  of  K;a 

C    a;    o 


CO 

e 


CD 
O^   G 

;Gf^  "be 


as 

c3 

QO 


hinpQ 
^^   G 

<iiW<5 


n  Ros 
ibner, 
owler, 

03 

GtZ}     • 

« 

■^ 

Ot3  ^ 

Wwffi 

O -^        (N  CO  ■*  IC  O  CO  t^  ^ 
(N  iM        CO  CO  CO  ^  "^i  lO  KO  CD 


co-^"— icoiC'— (Cii— I 

"H  (M  (M  C^l  01  (N 


G      I    ^    .-^   ^ 

c3  G  G  S  "^ 


(XH<^)-5l-5^h,H,l-j 


-HC0t^(NC0C0'^t^(30O<£>l~~C50C0'Ot~-i-H 
(MCMCMCOCOCOCOCOCO'f-f^THuOiOiOcD 

^"^  o"  ■*"  co"  cT  t^"  (>f  oT  ^^  00"  ■*'  co"  lo"  G0~  co"  oT  co 

±:'^5S.Q^^^ri^"r^!;Jc;±>'-H"bb  bC  rj 


-5 

?  '^  ^ 

-'^  >■ 
m  C  > 
CO  rj  OJ 
CD  .Gli^r 
bCg<< 

=^  .-  =3" 
PQt3  § 
^•^  o 

^   G   '-I 

G3-^ 

t5-r-5p5 


1921 
1932 

Mar.    3,  1933 
Dec.  31,  1933 
July   22,  1945 
June  23,  1946 
Jan.    20,  1953 
July   28,  1957 
Jan.    20,  1961 

cot^'McocococDooaiicb-oocoioin.-iTjH 

01(MCOCOCOCOCOCOCOTh'^-Tt'iO>0>OCDi:D 

1957 
1961 
1964 

^        ,_,  ^  ^  fO  ,_!  ,— 1  CO  CO  1— 1  ^  (M  CO  CO  (M  1— 1 

Sept.  25 
Jan.    20 
Dec.  31 

iC  »0  CD 
02  C32  (35 


CO  O  1^ 
COCO 

^Ug 

-;  CD  c3 


/2 


T3 

c 


o 

cl 

o 
o 


452 


19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


«^ 

=5  S 

.2  *- 

•^§ 
i2  » 

£  c 
^^ 

c  a; 

^  S 

a,  c<s 
Q  i" 

c  ^ 

o 


03  ^ 


te  7- 
C  C 


C8   OS 

a; 


1/3 

tJ  C 

^    C  e 

<u  >  o 

I    '^  I 

.a  ■<  Ml 


B 

-1^  -tj'  -l-j  4J~ 
>    >    >    > 

<s  a  a  o 
xn  in  HI  m 


O  O 
O  O 


O  O 

o  o 


p^p^p^s 


o 

d 

....      o 

fcn    !_,    tn    !h  I-J 

O   OJ    (U    o 

^  &  ^  ^  >>  t^ 

O  O   O   O  ^3  tJ 
.£^  ,£3  .£3  ,^3    tX)    <D 

fl   C   G   S   C  G 

a>  o  Cj  o  G  C 
02  oQ  oQ  2  o:,  53 


es§  5 

o 

Xf> 

a.lJ    s 

G 

SPh  2    •  o 

O 

1-5 

aylor. 

aylor, 

illmor 

ierce, 

uchau 

incoln 

o 

G 

HHpHpHpQh:! 

J 

OJ 

> 

OJ 

<*-  >. 

«J 

o  -^ 

.       p-^ 

>,  cc 

!-     Ct 

c3   Cj 

-l-^     i~t 

£H 

S2 

M:g 

G  =J  G  3 
c3  c3  c3  <33 
.G.d.£3.iG 


-t-^  -f^  -^^  -^ 
G  G  ^  C 

03  a;  05  o 


03 


O    OJ    03    r^ 

.£-    .^    rG      rfj      iri 

03a3Q3<13rSQ,Q,rVt;t; 

^^^^GirGGGTl^r^ 
O^^^M  ^G  G  G  G  G 


G   G 

o  o 


QQ 


'$S    .    - 
C  -  ^  ^ 

o^  o  a 

O  G  o 
OOO 


G 

03 

■a 


c 

03 
73 


03    03 
03    03 


03  -G  o  -G 

CC    O    (/3    O 

m  O   "^  o 
03:3  SJ  ^ 

fe   St^   G 

OS^    03^^ 


O 


.5 

'o 

o 


<13 
CO 

e 

';5 


o  ;^ 

^■^  &  J- 

rt      -  03  1-5 

-     -^h"  03 

r'    "^  ^    G 

*^    03    r3    G 

2      b      OrG 

u  ^  a  <i> 

03 -C  c3  g 


P    03 

b£'.G 


I  .—  -^  U_| 


.G   O 

O   "^^    '   fH 

G  "     rj     r^ 
>-,-*^     03     ^ 

J   Gt>  ~ 
G  03   >  "C 


JG 

■G   C3 


O 


bCcS 


■gM 


O   Gk^  ^ 

Ph  "i^   O 

.'^     -13 


CO 


a 

O 


03    O 


03 
> 

^-^    ^    03  "P 

cc  rj  "j  t;! 


c3 


aj.2 


g>§0 
-"g    -° 

£,  bC 


c3 


O 

O 


o 

-►J 


03;:_^ 


O 

03  c:  o    • 
^Qp:50 


O    «    bC  r- 
G^'SlS 

g<iao 

TJ  G  -2  *-■ 
c3  03  g3  ^  ~  o 
.GGlfr   03^    <H 


fc-  '—I 
o    ^ 

03    C 
-bO 

bc3 

o 


o 

03 

15 


P3 


03 

o 


03 
>♦- 

o 
G 


o 


O^  Oi  Oi  Oi 


CO  -^  lO  1>  O^  ^H  (N 

lO  »0  »0  lO  lO  CO  CD 

Oi  0:>  Oi  G^  Gi  Oi  0:1 


T-l  -t<  'M  -H 
r-t  (M  (M  i-H 


O  ^  CJ  t^  ^  O  «D 


e>? 


bC 


g  ^  ^   ^        G    Cli  Ii 


bJD  !-  . 


=5   3*^^ 


CS    03 


G  &i  o  ;5  o 


H^  C/2  <J  <^  O  »-;  O 


O  O  CO  t^  >— I  »0  lO 
■rti  lO  lO  uO  CD  CD  CD 
0000  000000  00        00 


O  no  CO  C^l  CD  ' 


^G^ 


»o 


03 


p 


CO  CO  "*  ^ 

Oi  05  O  C5 


OOCOiOiOOOClT-KM 
TfiiO'OiOiOiOcDCD 


O0il>0 

G   ^^^ 

'-I     ^     ,^    wi 

G  t^   '5'^ 


O  O  CD  (M  CO  C-J  LO  O 
-^  CO  (M  iM  C^  r-H 


G   G   Q.  G  +^    ^   ^ 


G  c3  o3  03  c3  i^  !::r^^ 
>-s  >-5 1-5  00  »-5  O  <  iz; 


C2  O  O  CO  t^  r-l 

•^  -^  lO  LO  10  CD 

00  00  00  00  00  00 


(M  O  CD  '^^  CO  CO 


«-'  _^*  >  t-'  S-'  i^ 

03  iit   o   c3   c3    c3 
'^  ^  >^  "^  >^  '^ 


CD 
00 


00 


EXHIBITS 


453 


o 

O 


o 


o 

CO 

o 


c  C  C  fi 
_r2  c^  c3  c3 
^^    t-<    f-<   ,-t 


C3 
^  '-I 

C3   t^   f^ 

H-i  <;  ^ 

*-(    ^    O  ""^ 

o5 


«3 


^3 
> 


6  b    ^ 


oj   cc  »;' 
COO 

rt   rt   rt 


+^2  3 


O 
u 


^^ , 
>  > 


o 


> 

St 
O 


o  o  o  o 

li  in  m  <fi 


c3   rt 


>  o 

6^. 


o  o  o 

M    CO    CC 


ci 


O 


^    n^    «    S^  _Q 


Qi  ^  <a  ^ 


o3   c3^-=<^ 


o 


sm 


o 

o  cj 
:=  is 


CO  U) 
CO  o 


c 
o 

I" 


o 


03 


S^^ 


bD 


as 


C    c3 


^    C     ^i.       -'i—  -C 

s  r  S  — •  w  r:^ 


(1)  o 


r::  cj 


CO 

t_  .is  <i^ 
o!>0 


Snpicq     eqS 


c 
o 


O  S 


a  a 


c3 

CO  73 
So 


'O     « 


o 

73 


o 

'3 


bC  b£)  br  o  -o 


CO     CO 

O   O 


ojj  aj,i  t^ju  o    i^    ^    r-«    ^    r* 

w    I  .cc;3-c~'G5ca 

bc  u  tTO  bJD-^  -^-BslSoooon; 

' — '  f^    J2    c*    c*    C*  P*"  *■"*    S  'S  'S  .S  ^ 


_bC  1 


a; 


sss 


c3. 


QJ 
bD 
cS 

o 

qT 


cj  c  c  .22 

'm 

-t^  •♦^  -^^  i — 1 

CO    CO    CO    tH 

^ 

O   O   O   rt 

rt 

fefefeO 

o 

CO 

a 


c3 
CO 

CO 

CO  J^ 
CO  "^ 

o     „ 

c:  o 

OJ    CO 

CD  -^ 
§« 

fl  a 
as 


QJ   ?i   O 
CO  .3   t- 

"oS 

tn     CO 

OS 


QJ      .s 

CO  3 
a  m 


CO 


QJ 

•+^   cj 
C   CO 

a^xT 


~  ^  CO    >> 


CO 


3  cj 


o 


as^. 

OK-H 

g    w    QJ 


-id 
o 


3  ^ 

d    CJ 

:2^ 


M  o 

CJ 


•^    O    r^ 

^  •-.  ^ 
■^  oco 

9^  Qt 
.3  C  g 

ct  33  =* 


o 


o 


C3 
bX) 


'  t.    rt    °J- 

2  ^  -2'3 

3  «^  o-g 

QJ  —  -  G  5 

1^  QJ  .3     ^ 

s-  r-i  S;      ;3 

S  .3  o   S"^-^ 

r  o  t^  o  3 

^    CJ  CJ  ^ 

„    bC  bC    .   i^ 

QJ      tH  l«    ^V^       OJ 

c3    o  0P5    > 

c3  QJ  QJ     .  ;3 


c3 

CO 

c3 


QJ 


CO 

^  CJ 
CO  cc 
03   3 


QJ 


T    QJ 
m 

CO 

.  c3 

o3   CO 

CJ  O  QJ  ;3 
CO  t— I  X!  3 
3  ~  3  3 
-3  tH  3  c3 
O  c3  c3  h- 1 
S   QJ  jt-^ 

3^]  O-r" 
p  3-3  j3 

So  S^ 


rid 

O 

QJ 


3 

o 


00  00 


00  CO  Tt<  t^ 

CO  t^  t^  t^ 

00  00  00  00 


CD  iC 

t^  00 

00  00 


t>oooo 
00  00  00 


00  00 
00  00 


t^  CD  o 

00  00  CO 
00  00  00 


05  O  O  (M  CO 
OO  G>  C2  Oi  05 

00  X'  00  00  00 


c^  cocot^ 

C5  C5  0>  Ci 

GO  00  00  00 


CJ5 
00 


cS'*" 

^■~t>." 

_(" 

co~ 

o^o" 

CO 

COrH 

1-H 

CO 

Nov. 

May 

>i  t: 

QJ 

. 

2  ^ 

c3   03 

3 

< 

3   c3 

iCiO 

r-cTico-^ 

lOCD 

CD  CD 

CDCDt^t^ 

1>1> 

00  00 

00  00  00  00 

00  00 

1— 1   ^H 

1—1  1-H 

I-H 

1— ( 

l-H   .— 1 

Dec.     8, 
Mar.  31, 
Dec.  31, 

<1Z 

Apr.     1, 
•June  30, 
Mar.  12, 

Mar.  11, 
July   20, 
Oct.    31, 
Dec.     1, 
June  30, 

Oct.   31, 
Mar.    3, 
Apr.     3, 
Apr.     7, 

1— T 
CO 

3 

03 
O 

,  1877 
,  1877 
,  1880 

CO  00 

GO  00 

1—1     T— t 

,  1885 
,  1885 
,  1886 

I>  CT-  O  O  O 
OOGOOOCJiOl 

00  00  00  00  00 

1— t    ^H    ^H    T— 1    1— ( 

^  C^l  (M  CO 

00  00  00  00 

^H  1— I  1— (  1— I 

CO 

00 
1— 1 

o 

iC  '— ' 


3-.^ 
03  3 
■-5  "-5 


(N  OOO  1-1 

d  J3  ?3  >> 


ri^iM 


CO  C5  o 


t-    O    I- 


GO  t^ 
QJ    Oh 


'^  0{M 


c3   o  "3 


CD  1—1  1—1  'M  CO 

sJ    t-'    Ih'    >>  >> 


l~^  Ol  CO  (M 

iM  c^j  oa  1-1 


!.;  >  u  c 


CO 


&, 
-< 


o 


454 


19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


-I 

o  e 

C8 


O! 


OJ 


s 


(a 

■o 

Ui 

s 

n) 

u 

.s 

^T3 

S  C 

^^    ^ 

WIN 


C8   03 
^^ 

-*-  *- 
.2  ^ 

"m  1— ( 

<^ 

—   OJ 

si 

^  a 

«  iD 
W   C 


C3   53 

n  -  « 

C8  s  => 

t!.Sc 
a;  >  © 
CO  t-o 

CO    I 

•sS  I* 

X 


Id 


o 


Ph 


03 


o 


O 


03 
> 

O 
O 


>    > 


P^e^ 


o3 


>%  >>  >i  >a  >>±5  ->-'  -tJ 

,   .rt   .r^    .-H   .rt    .rt      Q;      (^      a) 

>.;^t^WWW  g  §  § 


4J   -tJ  +3  -tJ 

OJ    U  03  03 

>    >  >  > 

03    03  O  C3 

CO    CO  to  CO 

o  o 

o  o 


O 
cc 


O 
CO 


o 
o 


a  c  s 
o  o  o 

CO    to    CO 


!^P^«P4 


o3   ci   cj   Cj   c3   c3  i 


03 
bO 

O 

03*" 
I— < 


02 


mm 


o 


o 


•J^  03    03    03    03    03    fe 

"^         hD  fcC  bC  bC  bC  J5 

c3   c3   c3   o3   c3  ^ 


o 


S-H     C5     ^ 
O    03    O 


o 
o 

03 


o 
o 

03 


O   5^   ^   j^   g   (^   J.    j^   O 
i>iK-)W)03Q3>^03aJ03O 


S  o  o' 


o  o 
o  o 

000030-<|<1<I 


oooooSSS    SSuo    gg^SggSsS 


03 

.s 

a 

o 

O 


CO 


o 


03    ti 

t.    O    fl    O 
03  5  -^    CO       I 

=1  c  s  . -o 

ts  T3   03  ^     - 
P  -s  .ii  --I  CO 

o  3  ii  >^  03 


'"^     tn  =^  g^i^ 


03 


o 


ma 


^►.°   ^ 
O  lX   CO 

I— i'^     o3 

O^  co" 

C    03    rt 
C    03    " 

^   -Pi 

^coW 
03    ^H    03 

^?5  s 


.2 


oo 


CO 

all 


CO 


a 

73  o^  bC 

^Jl=  o 
o 
O 


S      S 


-O       T^-^.'ii 


tS    to 
03    to 

t;    to" 


to 

-(^ 
C 

to 

o 
c3   CO 


a 
o 

S    03 


CO 

-l-s 

!^  =?^ 

■>■  to 
to    ^ 


^  -1^  i~ 

W    • 
^^  S    ■ 

_    ^    S    <B 

r;  ^    03    3 
O    >-    03    O 


o 


GQ 


CO 

03 

in 

Q 


tH    03 
1-5 


C^S    03 
r<   Sh   o 

CH     C3     tn 


•  Fl         -J         C 


c:;      C20000000      oooo 

GO   00  C»  05  C3  Oi  Cj5  Oi  <3i   Ol  Oi  05  o 


f— t 

l-H    1— (    T— 1    1— ( 

Mar.  10 
Mar.    4 
Mar.    5 
June     3 
Apr.   15 
Mar.    5 
Jan.    21 
Nov.     1 

Mar.  15 
Feb.   28 
Mar.    6 
Apr.   10 

(»fO^CCCOO(M020 

CO           CO           CO 
Sr'53i^a),a^5o3 

CO 
en 

(30 

T— 1 

l:^l>J>0^cocoiCi 

OiCJlC^lOiOOOO 

C30CO0000C33CRO2CJ2 

1— li— It— iT— (t— It-Hi-HT-H 

oooo 

»-H  t— 1  l-H  rH 

OlOiOlO^iMCOCOCO 

OOO^i-Ht— (^Hi— li— t 

Oi  03  Oi  03  O^  Oi  O  Oi  c^ 

1—1        t>"  t^  I— I 


cocDicr^O      T-HiMcot^ 

1-H  (M  (M  (N  rH 


3 


^-    j^    03    (h'    tn'    t-'    >i  U 

<!  <1  i-s  <;  <i  ^  i<  f^     i-s^-5 


^fl 


^^s 


lOO-jl^OOTttO'+r-Hi-H 

t;  t;  >  2  i:  >>  1:5  bb^- 


EXHIBITS 


455 


c  a  a 
o  o  o 

cc    [«    (C 


a 
-a 

o  o 


o 


o  o 


bC  bCbO 
C  C  fl 

T3  XJ  'O 
;h    Lh    ^ 

c3   c3   c3 

WWW 


a; 

bC 

o 
O 


bC  bC 

"3,73. 

'o'o 
o  o 


ti  t-i  u 
(D    W    (U 

>  >  > 
o  o  o 
o  o  o 

www 


a 
o  o 


^^^^^  ^  ^^ 


■*J  -l-i  -*^ 

1  >  >  > 

OJ  C^  O) 
*  tC  02  (C 
3   O   O   O 

WWWWWOOOOOWWWWtff^f^ 


bJD  bC  bC  bC  bC  Si-  gj,  =Pr,  J^.  ^,    .     • 
_.   —   ^wG^rH^r-bCbCbCbCbCtHtn 

=?  <?  ^ -C -o -3  T^  T3  ;G  ;:3  ;::3  ;::  S  >  > 

£5  !>  ^ ;?  l>  l> 


rt 

c8 

S 

3 

1^ 

H 

-f^ 

-ti 

-IJ 

+3 

OJ 

0) 

OJ 

<u 

> 

> 

> 

> 

0) 

n) 

(1) 

(13 

r/j 

rn 

rn 

r/) 

O 

O 

O 

O 

O 

o 

O 

O 

MP^PhP:? 

o 


"      "  ■    ■    CO 
c3 


o3^ 


CC    CO 

o3   03 


c  a  a 
o  o  o 


OJ 


ooooo2oS£oo  S""*^  o  o  o  o 

'TJ3-CT3'3'0"'T3-^'3'T3"     ~    -+i -u +j -fj 

JijiJiJ5jHOj;o!:ijHO"2cc(oco(n[B 


o  o  d  c)  o  W 
'^  ''d  *^  '^  *^ 


^  ^  o  b 


C  fl  fl 
-  -  ^  ^  5  ^  ^ 

O  o  "^  "^  "S  "^  "^ 


a  c  a 
o  o  o 


c  c  CJ  G  C! 
o  o  o  o  o 


oooioocaj'S 


bdwwww^S^SSSSS^^^^^ 


G  G 

,G^ 
+=  -i-i 
G  G 

bD  bC 
t-.  ;-< 
O  O 

cT  G~  c 


'O  T3  "^ 

-2  o  o  o 

"  o  o  o 


G  G  G  3 
c3   c3  c3  o3 

^  -G  rG  rG 
-t^    •+-S    -f^    -l-i 

G  G  G  G 

QJ  O)  OJ  <» 
bD  bC  bO  bC 
!h  ^  !-.  ;h 
O   O   O  O 


.  CO 

73  CO 

^  2 

Ci  O    eg 


c3 


«   =3      . 
3   CO      -  -      . 


>  gW 

G 


5S 


G  ^H«W 
^  C  m  <v  ^ 


O 


bD 

G 

d 

CO 
CO 

G 


O 

go 

>  s 

o  o 

CO  Pi 

si 


to 

<D 
•-5 


2  5 
|h 

03  CO 

CO  1^ 

G     • 

OK 


^    CO 


o3 


03 


r-l     '^'O 

O  o  .G 

■^  G=3 


P  t^   03  f^  v_;  .— 
^^+^  O  o  o 

1^ 


2  5P-^W 


o 

o  0) 


CO 


bC 

2*  o 


O    03 

03 


-  03 


"o    tH    bD  03  "^    i- 
S    c3    a    G  -1^    !^ 


03    t-i 
03    G 


1^ 


SPhT 


bio  O   ^ 


S-i    03  — 3 


G  (^  ^ 

c3    P   O 
bD  Oh?- 

^^     - 

g  W  *^  G 

|«^"W§ 

saw's  ■< 

^   G   ^-^ 

O  ^S  r*"  t^    ij 


o3 

.22  o  g 
GO!^  G 

s-i  t»  5 
o  G  O 


o     , 

"^  .2  ri 
03  S^ 


_^^  o^ 

^   bDQ^   o   03 
Oj^O   ^ 

0>    .  o 
.  o^PQW 

W  §  G  2 

03    §_§    § 

'-'    S    03  j-H 


--5  s  -1^  >; 

O  G3    tn  <^ 

o  o     ~^ 

'Jlj  •— '    03    03 
O    >>  03    03 

O  c5  G(^ 

Wi 


o, 


H 


■4J 
t-l 

o  s       o 
03  03  ,G  a5 


1>  !>■  CIO  05  ^        O        (J5  O 
I— ii— 1>— I.— iC^        C<1        >— ic^ 


(NC^C<IC^lC^C^C^C^C^(^lCqC-1C^C^COC^;COfOCOcocOOOCOCOCOCO'* 


CO  to  (X)  o  to 
(M  --I  (N  (M  C^ 


iC 


(.;  b  bb  >  bb     >-> 


G 

>-5 


.    0) 

G  G 
c3  3 
i-ji-s 


lOTti-tiOT-H-^T-HCJiOcOOliO^iOtO,— (t^iOCMi— (100(Mt-iCO^(M 
'— I-— I-— ICOCO        CO        <Ni— (1— I        COC^"— I        ■— ii— 1,-H,— II— icOi-H        C^f<3 


Sb!3^'>>>^S>>>.2^'-S 


iJrG^Gi^^'-HSSGJrJrGG>^03  >^vr-(  o;  -  o  03,S:Jr  o«^ 


■^•^t^r^t^        t>.        1>.00        ClOOOOOfHrHrHOOeOrt^iCCOt^t-OlO^'— IIMCOCOCO-^COOOOI 

^r-H^^^      rt      ^--1      1-lT-l(^^(^^c^^c^(^qc^^l^1(^^(^^c^(^l(^^(^J(^^l^1<^lcccococococo(^ocofo 


03 


"     «H 


■*  t>  t^  (M  to 


o 
CO 


-1-2 
o 


tO'* 


lOi— iiOCO-^TfcOTfiOOCOCS'— It— iGOt— il>cOi-HCOO>00COCS'— lOl'-HfO 


|||mil|^>^^^Q^^^^^§^^^P^>=^ 


^^>>>>^:dbb>S>?3?;^ 

"—".'-!   ao;   ;3  O    S   O^."^ 


!h    ri    rt    W^^ 


G  G 


a 

41 


m 

43 

o 
a 

o 
o 


456 


1965  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


>>  >> 

u 

01 

«X 

-M 

01 

o 

o 

u 

^ 

o 

^ 

<4-l 

0> 

m 

na 

^ 

G 

u 

3 

CS 

rfi 

•4.J 

;_i 

f ) 

01 

a> 

73 

m 

») 

u 

01 

01 

Cu 

s 

Oi 

P 

■o 

s 

c 

a 

CS 

01 

Q 

s 

C5 

rt 

O 

CJ 

tf) 

0* 

>% 

^4 

3 

o> 

S 

b( 

rt 

o 

01 

i-s 

m 

O 

-4.^ 

-w 

s 

cT 

ce 

ert 

-^ 

h- 

7) 

m 

.^ 

til 

y—l 

< 

1-H 

w 

03 

,o 

B 

A 

<u 

s 

<4.J 

a 

0) 

'rt 

g 

fcn 

o 

Ot 

fl 

<t-l 

0> 

O 

03 

03 

B 

0< 

•  PH 

^1.1 

0^ 

01 

P 

0> 

>, 

C/J 

3 

iH 

35 

0« 

-a 

OJ 

c 

h^ 

P 

H 

0) 

»3 

.fi 

0^ 

♦''O 

t.( 

3 

o; 

a 

3 

be 
3' 

4^ 

W 

> 

*— 

0* 
CO 

O 
J 

1 

in 

CJ 

12' 

■o 

so 

0» 

ca 

>■ 

.fH 

itj 

0> 
IC 

-o 

<! 

(1 

03 

C 
3 

0) 

> 

03 

S 
'o3 

Roosevelt. 

Roosevelt,  Truman. 

Truman. 

Truman. 

Truman. 

Truman,  Eisenhower. 

Eisenhower. 

Eisenhower. 

Eisenhower. 

Eisenhower. 

Eisenhower. 

Eisenhower,  Kennedy. 

Eisenhower. 

Eisenhower. 

Kennedy. 

Kennedy,  Johnson. 

Kennedy,  Johnson. 

Kennedy,  Johnson. 

Kennedy,  Johnson. 

Kennedy,  Johnson. 
Johnson. 

Secretary  of 
the  Treasury 

Morgenthau 

Morgenthau,  Vinson 

Vinson,  Snyder 

Snyder 

Snyder 

Snyder,  Humphrey 

Humphrey 

Humphrey,  Anderson.. 
Humphrey,  Anderson.. 
Humphrey,  Anderson.. 

Anderson 

Anderson,  Dillon 

Anderson 

Anderson 

Dillon 

Dillon 

Dillon 

Dillon 

Dillon 

3  i=! 

55 

'3 
O 

T3 

03 

3 
.S 

3 
o 
U 

in 
CO 

•*^ 

CO 

John  L.  Sullivan,  New  Hampshire 

Harry  D.  White,  Maryland 

Edward  H.  Foley,  New  York  12 

John  S.  Graham,  North  Carolina 

William  McChesney  Martin,  Jr.,  New  York 

Andrew  N.  Overby,  District  of  Columbia 

H.  Chapman  Rose,  Ohio  ^* 

Laurence  B.  Robbins,  Illinois  ^s 

David  W.  Kendall,  Michigan 

Fred  C.  Scribner,  Jr.,  Maine  i< 

Tom  B.  Coughran,  California 

A.  Gilmore  Flues,  Ohio 

T.  Graydon  Upton,  Pennsylvania 

John  P.  Weitzel,  Rhode  Island 

John  M.  Leddy,  Virginia 

Stanley  S.  Surrey,  Massachusetts 

James  A.  Reed,  Massachusetts 

John  C.  Bullitt,  New  Jersey 

Robert  A.  Wallace,  lUinois^e 

CO 
!^ 

Si 

S 

1 

CO 

!- 

J.  Dewey  Daane,  District  of  Columbia 

Paul  A.  Volcker,  New  Jersey 

03 

> 

03 
03 

o 

g 

03 

o 

^  <r>  CO  CO  1-1 1^  »Ci-i  i>  i>  00  ^  0 —1  c<i     c    1^    1 

^ -+i  T^  10  lO  lO  lO  CO  lO  LO  10  CO  0  0  CO      1      1  0      1 

cy-'G^G^O:iOiOiC:iG^OiG^Oi^OiC.i<^      i      iC3      i 

1— I^Mi— Ii-H^Ht— (r-i^^, — ^1 — ^rHT-Hi— (I— li-H         1        li-H         1 

^'^":^'S^"?5^of-":2oo-"22g-'-     iff 

^  P^  ^•i:_^ti^dbbddd^_^J     1     '•     ! 

OL2'^3k2Q33;3<133Q3a3a3"c>                  o 

CO     1 

CO       1 
05       1 
I-H         1 

00    1 

(M      1 

>"    ' 

^  i 

g 
p 

OiOCOOOC5(MCO'*liCt^t^t^OOO'— It-Ii— i(MCO 
r^-H'f'^TtiiOiO'diOiOiOiOiOCO'OcOCOCOCO 
CiOCT30CiC2030idC^C3C3C:iOCiOC20i<^ 

rt(M^--i        iM^01cO^Tt<^^c<|iOC^)(M-H'-' 
r^  r^  C  >;>_£  -;^^bb^^'dddd!-:!-;dd"g 

p3a9't5§2g-3aaja>«03aa^Q3g< 

Dec.  21,  1961 
Dec.  3,     1963 

EXHIBITS 


457 


tn' 

ai^ 

O 

a 

^ 

d 
o 

M 

o 
(3 

o 
a 

id 

H 

O 
X3 

s-T 

o 

»-5 

S  o 

> 

0) 
03 
O 

o 

^ 

t^ 

^ 

?=^ 

o 

c3 

i>: 

5 

a 

3  "3 

S  Si 

p:5 

S 

M 

H 

S 

t^c" 

cT 

a; 

o 

o 

t4 

in 

>> 

,  Vins 
umph 
Ander 

c 
^ 

i 

^ 
tT 

Q 

4J 

St 

d 
o 

S 

CO 

15 

_aj 

s 

5 

m 

< 

cS 

CO 

-D 

?e 

a 

c« 

:3 

1—* 

"3 

=0 

o 

O 

H-l 

s 

■•-» 

O 

(O 

^ 

£: 

s~ 

4J 

*>* 

e 
e 

CO 

^ 

^ 

.S 

•i-H 

5 

1^ 

o3 
C 
O 

r1 
O 

^4-1 

o 

m 

"3 

o 

I-H 
t-, 

c3 

o 
f 

T^ 

fe 

H 

O 

CO 
CO 

^ 

c3 
0) 

T3 

a 

W 

a 

^ 

o3 

_c3 

.s 

^ 

^ 

1— < 

1— < 

w 

73 

^ 

»-5 

^ 

< 

lO 

IM 

o 

lO 

O 

lO 

05 

05 

Ci 

1-H 

rH 

T-H 

^ 

n 

^ 

t^ 

^H 

T-H 

T-H 

CO 

CO 

:3 

bC 

3 

•-s 

P=5 

< 

lO 

IC 

C^ 

O 

OJ 

Tt< 

>^ 

«D 

lO 

lO 

o 

c» 

Ol 

o 

o 

1— ( 

I-H 

i-H 

T-H 

^ 

^ 

^ 

lO" 

cf 

Tt^" 

1— t 

T-H 

1-H 

T-H 

03 

<1 

4^ 

S 

3 
>-5 

m 

h- 

<3 

o 

o 

<; 

hr 

3 

< 

>> 

■gcsg 


03 


53  -H  en  c3  c3 


d 
o 


3 
T3 


(_    ^ 

QJ     I- 

3  « 

c3  3 

.2  a 

ca-C 
3  <s 
03  o 


^       S3 

^  >>     ^  o 
m^-fo  a. 

o  "  -^  3  .a 

S"*!  c  03  "3 


I — I    M 

C3 


.^2§§co§.222- 


d  I-  4J  3 

CO   ?  15  , '^  OJ 

.  0}  ^   3   d 

3*^  ^    -S 

g.agoe 

o£-  "  a 

O  0--  §  3 
2  3  Cd  2 
—  233^ 
ii-  S(^  d 

a<.£ftH'3 


.s?;-3- 


>*  >i< 


i^-l-  CO   OJ 


[5  »  tu  > 


iSd 

03 


C3  C3  , 


o-H  >'0  03 
oiJ!:!t;£>S 

OOC3.2i,~o,e2,o2 

aj  oi  ;^  o    -  *7      C  j:: 
M  m  ^-5  ^  <  o'  Ci.« 

§§»g    -^^Sg 
-*-^ +-= -^  fM  ^ -t^      -^  -• 

'm  '35  ^  O     .  ^  '"'  cC  d 

3d*  =u—  d^CI^-c 
33g'g'=5"=od 


a  "o  s  f^  s  5  M 


%< 


.    O  ■**  +J    &'p*      -I-H  CD 


0 

0 

Oj 

n.; 

fi^TO 

tH 

t- 

0) 

cu 

■^ 

'^ 

C 

d 

t-    1-    U  _^ 

O    O   O  "^  ,1^ 

iH  t-  I-    .'-'  ^  -^  <<  ,^-2  d  d  o  =" 

2  S2  S'^'-'S<Bi3^rt  g  ^  «  ca 

H  ft,  -d  d  " 

Wpqpq<<<;00  ds  o  o  d'i^  ^- 

;:   0-1       o3  3  &m 


q;  O  ca  o  O  C3  C 


-^'C 


T3    >-i^   B 

d  d  00  o 
p-3'-'  o  _ 


m 


VI 


3^  aj  03  03 

M  -^  w  u-  cp 
03*5  O  *^ 
>"Z  ^ 

"  ?  _•  O  03 

rH       _  3    M       > 

■d  c<5  03  -S-T; 

*^  T-4  -iJ   03    i>i 

th  ca  3  o-H  d 
,^-  .  o  g  ^  2  d 


3-0  L 
•^  rt  d     -H 

to 

00 


<^8 


3  C 

Or" 


d    ^ 

03  03 


.2S?lco 


.'O 


siiosSd 

r:   C   C3   Qj  ^  *-*  C 


d.d 

:d  ^ 
d  od 


t'd  .2^3' 
"^■"2  2  3 


-H   03 


o 


Lh 


o 


o 
o 
CO 

d 


tjo     d 

o  >?t3 

^^   ^     ^ 

.- tSco 
^  "3  . 
•*  'S  I- 

I*  ^  s 

'^  aS 
S      ■ 

CO  03  »:- 

fii  "  03 

«^  •».  3 

■"  03  ii 

o  g  >, 
>.  c^  S 


T3 

3 


3 

03 


S     d 


o 

a 

03 


CI 


da 


a 
<o 

S  • 

*m  CO 

pu-H 
2 10" 

.  -d  I-H 
-*^   *^     *i. 

d  >vX? 
i-  d  S 

C  03 
2  ftS 
;3  0,03 
4^   I^  "^ 

C3r 

'^   C3   03 

^?<d 
0-13 

CM  3 
&^-"  03 
03>-'     - 

10  ,+H  o* 
2^-H 

CM       ^'-' 

oq  o     • 

;  d  o3< 


1m 


c3 


03 


.a|d£.2o3g 

^   X  §   ^         >.  ^ 

2    <"  jj -^  03  fe   W 


S    O    tM 
3   03  ^ 

"2^  §• 
b  oi: 


03   ^-    O      . 
t-  .d   ^  »o 

^     .£f^do.. 


—  f,   03—    — 

<;  fciM2« 


S^ooo-O-SB 

?  OJ  o  ^*^  I— s ' —  ^ 

;—  O  -  t)  o^,C  en 
l£*J't:o3a3c«c3->j; 

ga0S®OC303g 
S55  ^  6  f^  »  03  3 
— .      ^  03   03   03  (rH  .-.    r^ 

•--   .  5  ^  ,S  o  o  m 

03  o   —  ei 


"t- 


458     19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Exhibit  70.— Treasury  Department  orders  relating  to  organization  and  procedure 

No.  150-62,  October  26,  1964. — Delegation  to  Commissioner  of  Internal  Reve- 
nue OF  certain  functions  relating  to  extension  of  time 

By  virtue  of  and  pursuant  to  the  authority  vested  in  me  by  Reorganization 
Plan  No.  26  of  1950,  there  are  hereby  transferred  to  the  Commissioner  of  Internal 
Revenue  the  functions  of  the  Secretary  of  the  Treasury — 

(1)  Under  section  60S1  of  the  Internal  Revenue  Code  of  1954  with  respect 
to  the  granting  of  extensions  of  time  for  filing  any  return,  declaration, 
statement,  or  other  document  required  by  chapter  41  of  such  Code  as  added 
by  the  Interest  Equalization  Tax  Act  (78  Stat.  809)  ;  and 

(2)  Under  section  6161  of  such  Code  with  respect  to  granting  extensions 
of  time  to  pay  the  tax  shown,  or  required  to  be  shown,  on  any  return  or 
declaration  required  under  such  chapter  41  of  such  Code. 

The  functions  herein  transferred  to  the  Commissioner  may  be  exercised  by  any 
oflBcer  or  employee  of  the  Internal  Revenue  Service  who  is  so  authorized  by  the 
Commissioner,  under  such  rules  as  may  be  prescribed  by  him. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


No.  150^63,  October  23,  1964. — Realignment  of  Boundaries  of  the  Albany  and 
Buffalo  Internal  Revenue  Districts 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury  by 
Reorganization  Plan  No.  26  of  1950,  Reorganization  Plan  No.  1  of  19.52,  section 
7621  of  the  Internal  Revenue  Code  of  1954,  as  amended,  and  Executive  Order 
10289,  approved  September  17,  1951,  made  applicable  to  the  Internal  Revenue 
Code  of  1954  by  Executive  Order  10574,  approved  November  5,  1954,  it  is  hereby 
ordered : 

1.  Albany  District.  The  Internal  Revenue  District,  Albany,  shall  include  the 
counties  of  Albany,  Clinton,  Columbia,  Dutchess,  E^ssex,  Franklin,  Fulton,  Greene, 
Hamilton,  Montgomery,  Orange,  Putnam,  Rensselaer,  Saratoga,  Schenectady, 
Schoharie,  St.  Lawrence,  Sullivan,  Ulster,  Warren,  and  Washington,  within  the 
State  of  New  York. 

2.  Buffalo  District.  The  Internal  Revenue  District,  Buffalo,  shall  include  the 
counties  of  Allegany,  Broome,  Cattaraugus,  Cayuga,  Chautauqua,  Chemung,  Che- 
nango, Courtlaud,  Delaware,  Erie,  Genesee,  Harkimer,  Jefferson,  Lewis,  Living- 
ston, Madison,  Monroe,  Niagara,  Oneida,  Onondaga,  Ontario,  Orleans,  Oswego, 
Otsego,  Schuyler,  Seneca,  Steuben,  Tioga,  Tompkins,  Wayne,  Wyoming,  and  Yates, 
within  the  State  of  New  York. 

3.  Effective  date  and  implementation.  The  provisions  of  sections  1  and  2  of 
this  order  shall  be  effective  January  1,  1965.  Effective  immediately,  the  Com- 
missioner of  Internal  Revenue  is  authorized  to  effect,  at  appropriate  times  and 
in  an  orderly  manner,  such  transfers  of  functions,  personnel,  positions,  equip- 
ment, and  funds  as  may  be  necessary  to  implement  the  provisions  of  this  order. 

4.  Treasury  Department  Order  No.  150-58,  dated  May  17,  1963,  is  amended 
with  respect  to  the  boundaries  of  the  Albany  and  Buffalo  Internal  Revenue 
Districts. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


General  Counsel  Order  No.  34,  December  23,  1964. — Restatement  of  Functions 
OF  the  Chief  Counsel  for  the  Internal  Revenue  Service 

By  virtue  of  the  authority  vested  in  me  as  General  Counsel  for  the  Department 
of  the  Treasury  by  section  7801  of  the  Internal  Revenue  Code  of  1954,  as  amended, 
and  by  Treasury  Department  Order  No.  190  (Rev.  2)  dated  October  23,  1963, 
and  as  set  forth  below,  I  hereby  delegate  the  following  authority  to  the  Chief 
Counsel  for  the  Internal  Revenue  Service,  subject  to  my  review  as  occasion 
may  require: 

1.  The  Chief  Counsel  shall  be  the  legal  advisor  to  the  Commissioner  of  In- 
ternal Revenue  and  his  officers  and  employees.     In  performing  his  assigned  func- 
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tions,  the  Chief  Counsel  shall  consult  with  and  assist  the  Commissioner  of 
Internal  Revenue  with  a  view  to  furthering  the  policies  and  programs  of  the 
Treasury  Department  and  the  Internal  Revenue  Service.  Also,  where  appro- 
priate, the  Chief  Counsel  will  furnish  assistance  to  the  Office  of  the  Secretary. 
It  is  understood  that  any  legal  matter  involving  Treasury  policy  about  which  the 
Commissioner  disagrees  with  the  advice  given  him  by  the  Chief  Counsel  will  be 
submitted  by  the  Commissioner  to  the  Secretary  or  the  Under  Secretary  for 
resolution. 

2.  To  furnish  legal  opinions,  and  to  assist  the  Commissioner  in  the  preparation 
and  review  of  rulings,  closing  agreements,  memorandums  of  technical  advice, 
and  revenue  rulings  and  procedures,  and  other  proposed  publications  or  releases, 
with  respect  to  laws  affecting  the  Internal  Revenue  Service. 

3.  To  prepare,  review,  or  assist  in  the  preparation  of  proposed  legislation, 
treaties,  regulations,  and  executive  orders  relating  to  laws  affecting  the  In- 
ternal Revenue  Service. 

4.  To  represent  the  Commissioner  of  Internal  Revenue  in  cases  pending  in 
the  Tax  Court  of  the  United  States  as  prescribed  in  section  7452  of  the  Internal 
Revenue  Code  of  1954,  and  in  such  cases  to  exercise  the  function  of  decision 
whether  and  in  what  manner  to  defend,  or  to  prosecute  a  claim,  or  to  settle,  or  to 
abandon  a  claim  or  defense  therein,  subject  to  Chief  Counsel  Order  1958-5  (Com- 
missioner Delegation  Order  No.  60)  ;  to  acknowledge  in  the  name  of  the  Com- 
missioner the  receipt  of  Tax  Court  subpoenas  served  upon  the  Commissioner  of 
Internal  Revenue ;  to  determine  whether,  and  the  extent  to  which,  officers  and 
employees  of  the  Internal  Revenue  Service  shall  be  permitted  to  disclose  Internal 
Revenue  records  and  information  in  response  to  a  subpoena  or  other  order  of  the 
Tax  Court ;  to  determine  whether  to  acquiesce  in  the  decisions  of  said  Court ;  to 
file  petitions  for  review  of  Tax  Court  decisions ;  and  to  enter  into  written  stipu- 
lations of  venue  for  review  of  Tax  Court  decisions  by  a  U.S.  Court  of  Appeals. 

5.  To  determine  what  civil  actions  should  be  brought  in  the  courts  under  the 
laws  affecting  the  Internal  Revenue  Service  and  to  prepare  recommendations 
to  the  Department  of  Justice  for  the  commencement  of  such  actions  and  to  au- 
thorize or  sanction  commencement  of  such  actions. 

6.  To  determine  whether  referred  income  and  wagering  tax  cases  should  be 
prosecuted  in  the  criminal  courts,  to  make  appropriate  recommendations  to  the 
Department  of  Justice  in  the  prosecution  of  such  cases  and  to  make  a  like  de- 
termination and  recommendation  on  any  other  case  referred  to  the  Chief  Counsel 
by  the  Commissioner  of  Internal  Revenue. 

7.  To  determine  how  actions  brought  in  the  courts  against  the  United  States 
or  officers  or  employees  thereof  should  be  conducted  and  to  make  recommenda- 
tions to  the  Department  of  Justice  with  respect  thereto. 

8.  To  determine  which  court  decisions  should  be  appealed  or  further  reviewed 
and  to  make  recommendations  to  the  Department  of  Justice  with  respect  thereto. 

9.  To  cooperate  with  and,  at  the  request  of  the  Department  of  Justice  or  of 
U.S.  attorneys,  to  assist  in  conducting  litigation  in  the  courts,  both  civil  and 
criminal,  and  in  preparing  briefs  and  arguments  with  respect  thereto. 

10.  To  accept  or  reject,  in  my  name,  railroad  reorganization  plans,  corporate 
reorganization  plans,  and  real  property  arrangements  (sections  77(e),  199,  and 
455  of  the  Bankruptcy  Act),  in  cases  wherein  the  claims  of  the  United  States 
consist  solely  of  Internal  Revenue  taxes. 

11.  To  review  all  cases  within  the  provisions  of  section  6405  of  the  Internal 
Revenue  Code  of  1954  and  to  prepare  and  sign  the  reports  required  by  that  section 
to  be  submitted  to  the  Joint  Committee  on  Internal  Revenue  Taxation. 

12.  To  perform  the  functions  prescribed  for  the  General  Counsel  by  section 
7122  of  the  Internal  Revenue  Code  of  1954  and  by  section  3469  of  the  Revised 
Statutes  (31  U.S.C.  194),  with  respect  to  compromise  matters  arising  in  the  ad- 
ministration of  the  Internal  Revenue  laws. 

13.  To  supervise  and  evaluate  the  work  of  all  officers  and  employees  in  the  Of- 
fice of  the  Chief  Counsel,  and  to  take  the  necessary  action  in  all  personnel 
matters  pertaining  thereto,  including  those  for  the  appointment,  classification, 
promotion,  demotion,  reassignment,  transfer,  or  separation  of  such  officers  and 
employees,  with  the  exceptions  of  appointments  of  attorneys  and  of  promotions, 
transfers,  reassignments,  and  separations  of  attorneys  above  GS-11. 

14.  To  be  responsible  to  me  for  the  establishment  and  maintenance  of  ap- 
propriate standards  of  practice  and  for  the  professional  competence,  recruit- 
ment, and  evaluation  of  the  work  of  the  employees  of  his  office. 
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15.  Subject  to  my  approval,  to  designate  the  titles  and  duties  of  officers  and 
employees  in  ttie  Office  of  the  Chief  Counsel,  and  to  establish  in  the  Office  such 
divisions  and  subdivisions  as  he  may  deem  advisable. 

16.  To  redelegate  any  of  the  authority  delegated  in  this  Order  to  any  officer 
or  employee  in  the  Office  of  the  Chief  Counsel,  and  to  authorize  further  redele- 
gation  of  such  authority. 

This  order  supersedes  the  Order  Delegating  Authority  of  September  21,  1937, 
and  amendments  thereto,  together  with  General  Counsel  Order  dated  May  8. 
1952,  which  are  hereby  revolted.  This  order  also  sui>ersedes  the  provisions  of 
paragraph  2  of  General  Counsel  Order  No.  7  dated  March  8,  19.54.  Chief 
Counsel's  Order  1958-5  (Commissioner's  Delegation  Order  No.  60)  shall  remain 
in  effect.  All  other  delegation  orders  are  hereby  modified  to  conform  with  the 
provisions  of  this  order. 

G.   d'Andelot   Belin, 

General  Counsel. 


No.  150-64,  December  29,  1964. — Approval  of  General  Counsel  Order  No.  34 
AND  Revocation  op  Paragraphs  2,  3,  and  4  of  Treasury  Department  Order 
No.  150-37  of  March  17, 1955 

General  Counsel  Order  No.  34,  issued  today  with  my  approval,  constitutes  a 
restatement  of  all  powers  delegated  to  the  Chief  Counsel  for  the  Internal 
Revenue  Service,  including  matters  covered  by  paragraphs  2,  3,  and  4  of  Treasury 
Department  Order  No.  150-37,  issued  March  17,  1955. 

Accordingly,  paragraphs  2,  3,  and  4  of  Treasury  Department  Order  No.  150-37 
are  hereby  revoked. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


No.  150-65,  January  4,  1965. — Consolidation  of  New  York  and  Northeast 

Internal  Revenue  Regions 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury  by 
Reorganization  Plan  No.  26  of  1950,  Reorganization  Plan  No.  1  of  1952,  section 
7621  of  the  Internal  Revenue  Code  of  1954,  as  amended,  and  Executive  Order 
10289,  approved  September  17.  1951.  made  applicable  to  the  Internal  Revenue 
Code  of  1954  by  Executive  Order  10574,  approved  November  5,  1954,  it  is  hereby 
ordered : 

1.  Abolition  of  office  of  Regional  Commissioner.  The  office  of  Regional  Com- 
missioner of  Internal  Revenue.  Northeast  Region,  is  abolished. 

2.  Redesignation  and  realignment  of  New  York  Internal  Revenue  Region. 
The  designation  of  the  New  York  Internal  Revenue  Region  is  changed  to  the 
North-Atlantic  Region,  and  its  territory  is  extended  to  include  the  States  of 
Connecticut,  Maine,  Massachusetts.  New  Hamjoshire,  New  York,  Rhode  Island, 
and  Vermont.     The  headquarters  office  shall  be  in  New  York,  New  York. 

3.  Effective  date.  The  provisions  of  this  order  shall  be  effective  immediately. 
The  Commissioner  of  Internal  Revenue  is  authorized  to  effect,  at  appropriate 
times  and  in  an  orderly  manner,  such  transfers  of  functions,  personnel,  positions, 
equipment,  and  funds  as  may  be  necessary  to  implement  the  provisions  of  this 
order. 

4.  Effect  on  other  documents.  Treasury  Department  Orders  150-58,  dated 
May  17,  1963,  and  150-59,  dated  February  11,  1964,  are  amended  to  the  extent 
that  they  are  in  conflict  with  the  provisions  of  this  order. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 

No.  160-3,  .July  17,  1964. — Cryptographic  Security  Program  of  the  Treasury 

Department 
1.  Authority 

Cryptographic  security  regulations  are  issued  under  the  authority  of  sections 
4(e),  6(d)  and  13(b)  of  Executive  Order  10501,  as  amended.  The  delegations 
herein  are  made  pursuant  to  Reorganization  Plan  26  of  1950  (3  CFR,  1950  Supp., 
ch.  III). 
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2.  Supplements  to  this  Order 

The  Cryptographic  Security  Program  of  the  Treasury  Department  is  supple- 
mented by  KAG-IC/TSEC,  and  KAG-SC/TSEC,  which  were  published  by  the 
Department  of  Defense,  National  Security  Agency,  Washington  25,  D.C. 

3.  Responsibility  of  Cryptographic  Regulations  and  Procedures 

The  Director,  OjEFice  of  Security,  or  his  designee  shall  be  responsible  for  the 
enforcement  and  development  of  regulations  and  procedures  for  the  control  of 
cryptographic  security  to  be  observed  in  the  Ti'easury  Department. 

4.  Cryptographic  Security  OflScer 

The  Director,  Office  of  Security,  or  his  designee  shall  be  the  Cryptographic 
Security  Officer.  The  Cryptographic  Security  Officer  or  his  designee  shall  be 
responsible  for  the  safeguarding  of  and  accounting  for  cryptographic  material 
witliin  the  Treasury  Department.  Also  refer  to  KAG-IC/TSEC,  paragraph  2002, 
for  additional  responsibilities. 

5.  Individual  Responsibility 

Each  individual  having  access  to  cryptographic  information  or  material  is 
responsible  for  knowing  and  complying  with  the  cryptographic  securitv  regula- 
tions in  this  Order  and  in  KAG-IC/TSEC  and  KAG-SC/TSEC.  Each  individual 
who  uses  a  cryptographic  system  is  responsible  for  knowing  and  complying  with 
all  instructions  concerning  the  operation  of  the  system.  These  individuals  are 
also  responsible  for  any  cryptographic  information  or  material  that  may  come 
into  their  possession  at  any  time. 

6.  Eligibility  for  Authorization  for  Access  to  Classified  Cryi^tographic  Informa- 

tion or  Material 

Those  individuals  within  the  Treasury  Department  whose  official  duties  require 
access  to  classified  cryptographic  information  or  material  must  possess  a  valid 
TOP  SECRET  security  clearance  issued  by  the  Director,  Office  of  Security,  prior 
to  the  granting  of  a  formal  authorization  for  access  to  classified  cryptographic 
information.     These  individuals ; 

(a)  Shall  be  of  excellent  character  and  discretion,  and  of  unquestioned 
loyalty  to  the  United  States.  There  shall  be  no  exception  to  this 
requirement. 

(b)  Shall  be  a  U.S.  citizen,  preferably  by  birth.  If  he  is  a  naturalized 
citizen,  final  papers  must  have  been  held  for  a  ten  year  period.  The 
members  of  his  immediate  family  should  also  be  U.S.  citizens. 

(c)  Shall  be  a  person,  no  member  of  whose  immediate  family  nor  any  person 
to  whom  he  may  reasonably  be  considered  to  be  bound  by  ties  of  affection, 
kinship,  or  obligation  shall  be  of  dubious  loyalty  to  the  United  States 
nor  a  resident  of  a  foreign  country  having  basic  or  critical  national 
interests  opposed  to  those  of  the  United  States,  and 

(d)  Shall  be  required  to  read  and  comprehend  the  provisions  of  Title  18, 
U.S.C,  sections  793,  794  and  798;  Executive  Order  10501,  as  amended; 
and  effective  Treasury  Department  regulations  prior  to  the  granting  of 
a  formal  authorization  for  access  to  classified  cryptographic  information. 

A.  E.  Weathekbee, 
Administrative  Assistant  Secretary. 


No.  165,  Revised — Amendment  6,  September  23,  1964. — Amendment  of  Dele- 
gation Relating  to  Decisions  with  Respect  to  Claims,  Fines,  Penalties,  and 
Forfeitures 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reorga- 
nization Plan  No.  26  of  1950  (3  CFR,  1949-1953  Comp.  p.  1017)  and  pursuant  to 
authorization  given  to  me  by  Treasury  Department  Order  No.  190.  Revision  2 
(28  F.R.  11570),  it  is  hereby  ordered  that  subparagraph  (h)  of  paragraph  1  of 
Treasury  Department  Order  No.  165,  Revised,  dated  November  2,  1954  (T.D. 
53654  ;  19  F.R.  7241 ) ,  as  amended,  is  further  amended  by  deleting  : 

(h)  No  decision  with  respect  to  any  claim  (including  claim  for  liquidated 
damages),  fine,  or  penalty  (including  forfeiture)  in  excess  of  $20,000  shall  be 
made  without  the  approval  of  the  Secretary  of  the  Treasury,  except  that  such 


462     19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

approval  shall  not  be  required  with  respect  to  any  claim  (including  claim  for 
liquidated  damages),  fine,  or  penalty  (including  forfeiture)  incurred  or  arising 
under : 

and  substituting  in  lieu  thereof  the  following : 

(h)  Any  decision  with  respect  to  any  claim  (including  claim  for  liquidated 
damages),  fine,  or  penalty  (including  forfeiture)  in  excess  of  $100,000  shall  be 
made  by  the  Secretary  of  the  Treasury,  except  decisions  with  respect  to  claims 
(including  claims  for  liquidated  damages),  fines,  or  penalties  (including  forfeit- 
ures) incurred  or  arising  under : 

James  A.  Reed, 
Assistant  Secretary  of  the  Treasury. 


No.  165-15,  September  18,  1964. — Establishment  op  New  Offices  and  Redes- 

IGNATION  OF  EXISTING  OFFICES  IN  THE  BUREAU  OF  CUSTOMS 

By  virtue  of  the  authority  vested  in  me  as  Secretary  of  the  Treasury,  there  are 
hereby  established  in  the  Bureau  of  Customs  new  offices  designated  as  follows : 
Office  of  Regulations  and  Rulings 
Office  of  Operations 
Office  of  Administration 
Office  of  Investigations 
There  is  also  established  a  Division  of  Collectors'  Operations. 
To  the  extent  that  the  Commissioner  of  Customs  determines  feasible,   the 
functions  of  the  present  Divisions  of  the  Bureau  of  Customs  are  assigned  as 
follows : 

Divisions  of  Classification  and  Drawback ;  Entry,  Value  and  Penalties ;  and 

Marine  Administration  to  the  Office  of  Regulations  and  Rulings. 
Divisions     of    Appraisement     Administration ;     Technical     Services ;     and 

Collectors'  Operations  to  the  Office  of  Operations. 
Division  of  Management  and  Controls  to  the  Office  of  Administration. 
Division  of  Investigations  and  Enforcement  to  the  Office  of  Investigations. 
The  Divisions  of  Management  and  Controls  and  Investigations  and  Enforce- 
ment are  abolished  on  the  establishment  of  the  new  offices. 

Nothing  in  this  Order  is  to  be  interpreted  to  preclude  the  Commissioner  of 
Customs  from  assigning  to  any  of  the  appropriate  offices  any  of  the  functions 
or  activities  of  any  division  which  he  determines  is  necessary  or  desirable. 

Each  of  the  above  offices  and  divisions  will  be  headed  by  a  Deputy  Commis- 
sioner of  Customs. 

This  Order  shall  become  effective  on  October  1,  1964. 

Douglas  Dillon. 
Secretary  of  the  Treasury. 


No.   167-62,   August  5,   1964. — Delegation  to  the  Commandant,   U.S.  Coast 
Guard,  of  Functions  Relating  to  Military  Pay  Entitlements 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reor- 
ganization Plan  No.  26  of  1950  and  14  U.S.C.  631  and  pursuant  to  the  powers 
delegated  to  me  in  Treasury  Department  Order  No.  190  (Revision  No.  2),  the 
Commandant,  U.S.  Coast  Guard  is  hereby  authorized  to  prescribe  regulations 
under  Executive  Order  No.  11157,  dated  22  June  1964,  governing  the  follow- 
ing military  pay  entitlements : 

a.  Incentive  pay  for  hazardous  dut.v. 

b.  Special  pay  for  sea  duty  and  duty  at  certain  places. 

c.  Basic  allowances  for  subsistence. 

d.  Basic  allowances  for  quarters. 

Such  regulations  shall  conform  with  those  of  the  other  military  Services  to  the 
fullest  extent  practicable. 

Sections  1,  3,  5,  and  6  of  Treasury  Department  Order  No.  167-30,  which  previ- 
ously delegated  authority  in  the  areas  covered  by  a,  b,  c,  and  d  above,  are  hereby 
revoked. 

James  A.  Reed, 
Assistant  Secretary  of  the  Treasury. 
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No.  167-63,  November  19,  1964. — Delegation  to  the  Commandant,  U.S.  Coast 
Guard,  of  Functions  Relating  to  Retention  of  Reserve  Officers  in  an  Ac- 
tive Status 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reor- 
ganization Plan  No.  26  of  1950  and  14  U.S.C.  631  and  pursuant  to  the  powers 
delegated  to  me  by  Treasury  Department  Order  No.  190  (Revision  No.  2),  and 
Treasury  Department  Order  No.  191  (Revision  3),  there  are  transferred  to  the 
Commandant,  U.S.  Coast  Guard,  the  functions  of  the  Secretary  under  14  U.S.C. 
787a,  pertaining  to  the  convening  of  boards  to  select  and  recommend  Reserve 
officers  for  retention  in  an  active  status. 

The  Commandant  may  provide  for  performance  by  subordinates  in  the  Coast 
Guard  of  the  functions  delegated  herein. 

James  A.  Reed, 
Assistant  Secretary  of  the  Treasury. 


No.  167-64,  December  7,  WQi. — Delegation  to  the  Commandant,  U.S.  Coast 
Guard,  of  Functions  Concerning  the  Exemption  op  Certain  Coast  Guard 
Vessels  from  Lighting  Requirements  Prescribed  by  the  International 
Regulations  for  Preventing  Collisions  at  Sbla. 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reor- 
ganization Plan  No.  26  of  1950  and  14  U.S.C.  631,  and  pursuant  to  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (Revision  2),  there  are 
transferred  to  the  Commandant,  U.S.  Coast  Guard,  the  functions  of  the  Secretary 
of  the  Treasury  contained  in  33  U.S.C.  1052,  concerning  the  exemption  of  specially 
constructed  Coast  Guard  vessels  from  the  lighting  requirements  prescribed  by 
the  International  Regulations  for  Preventing  Collisions  at  Sea. 

The  Commandant  may  provide  for  the  performance  by  subordinates  in  the 
Coast  Guard  of  any  function  herein  delegated. 

James  A.  Reed, 
Assistant  Secretary  of  the  Treasury. 


No.  167-65,   Februaby  26,   1965. — Delegation   of  Functions  to  Coast  Guard 

Boakd  of  Contract  Appeals 

The  regulations  which  created  the  newly  constituted  Coast  Guard  Board  of 
Contract  Appeals  and  which  were  published  in  the  Federal  Register  on  Decem- 
ber 24,  1964  (29  F.R.  18368)  vest  in  that  Board  (hereinafter  referred  to  as  the 
"New  Board")  the  authority  to  take  final  action  in  contract  dispute  appeal  cases 
which  it  considers. 

Before  the  establishment  of  the  New  Board,  Coast  Guard  Boards  of  Contract 
Appeals  (hereinafter  referred  to  as  the  "Old  Board (s)")  operated  under  regu- 
lations which  provided  that  the  Secretary  of  the  Treasury,  or  his  designated 
representative,  would  review  and  accept,  reject,  or  modify  and  thus  take  final 
action  on  the  Recommendations  and  Findings  of  the  Old  Boards  in  contract 
appeals  disputes. 

It  has  now  been  determined  that  the  New  Board  shall  assume  the  full  functions 
of  the  Secretary  of  the  Treasury  to  review,  accept,  reject,  or  modify  and  thus 
take  final  action  on  the  Recommendations  and  Findings  of  the  Old  Boards  in 
any  case  in  which  the  Recommendations  and  Findings  of  an  Old  Board  have  not 
as  yet  been  reviewed,  accepted,  rejected  or  modified  by  the  Secretary  or  his 
delegate. 

Pursuant  to  the  authority  of  40  U.S.C.  486(c),  and  by  virtue  of  the  authority 
delegated  to  me  by  Treasury  Department  Order  No.  190  (Revision  2)  the  Coast 
Guard  Board  of  Contract  Appeals  (the  New  Board)  is  hereby  authorized  to  take 
final  action  in  all  Coast  Guard  contract  appeals  now  pending  regardless  of  the 
date  on  which  any  such  appeal  was  filed. 

James  A.  Reed, 
Assistant  Secretary  of  the  Treasury. 
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No.  186  (Revocation),  August  12,  1964. — Abolishment  op  Committee 
ON  Investment  Policies  foe  Trust  Funds 

The    Committee    on    Investment    PoliJes    for    Trust    Funds    established    by 
Treasury  Department  Order  No.  186  on  July  7,  1958,  is  hereby  abolished. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


No.  202,  October  14,  1964. — Establishment  of  Office  of  Assistant  Secretary 

FOR  International  Affairs 

1.  The  Ofiice  of  Balance  of  Payments,  Office  of  Financial  Policy  Coordination, 
Office  of  International  Economic  Activities,  Office  of  Industrial  Nations,  Office 
of  Developing  Nations  and  Office  of  Latin  America  established  as  constituent 
units  of  the  Office  of  International  Affairs  by  Treasury  Department  Order  No. 
198,  dated  October  15,  1962,  are  hereby  transferred  to  the  Office  of  the  Assistant 
Secretary  for  International  Affairs.  In  addition,  there  is  hereby  established 
within  the  Office  of  the  Assistant  Secretary  for  International  Affairs,  the  Office 
of  International  Gold  and  Foreign  Exchange  Operations,  and  the  Office  of 
Administration. 

The  organizational  titles  of  the  Office  of  Financial  Policy  Coordination  and  the 
Office  of  Balance  of  Payments  are  hereby  changed  to  : 

Office  of  International  Financial  Policy  Coordination  and  Operations ;  and 

Office    of    Balance    of    Payments    Programs,    Operations    and    Statistics, 

respectively. 

The  responsibilities  and  scope  of  activities  of  these  Offices  shall  be  as  described 

in  appendices  1-8  ^  of  this  Order.    Directors  of  these  Offices  shall  be  designated 

by  the  Assistant  Secretary  for  International  Affairs  vs^ith  the  concurrence  of  the 

Secretary  of  the  Treasui-y. 

2.  There  are  hereby  established  two  positions  of  Deputy  to  the  Assistant 
Secretary  for  International  Affairs.    The  titles  of  these  positions  will  be : 

Deputy  to  the  Assistant  Secretary,  for  International  Monetaiy  Affairs 
Deputy  to  the  Assistant  Secretary,  for  International  Financial  and  Economic 
Affairs. 
Incumbents  of  these  positions  will  be  the  senior  career  officials  of  the  Treasury 
Department  having  responsibility  for  advising  and  assisting  the  Secretary  of  the 
Treasury  and  other  senior  Departmental  officials  in  the  formulation  and  execu- 
tion of  policies  and  programs  relating  to  the  responsibilities  of  the  Treasury 
Department  in  the  international  economic,  financial  and  monetary  fields.    They 
will  be  designated  by  the  Secretary  of  the  Treasury  and  will  report  to  him 
through  the  Assistant  Secretary  for  International  Affairs. 

3.  The  Assistant  Secretary  for  International  Affairs  shall  maintain  such 
Treasury  representatives  abroad  as  may  be  required  to  assist  in  the  discharge 
of  the  overall  responsibilities  of  his  Office. 

4.  Each  Director  of  an  Office  established  in  paragraph  1  shall  be  responsible, 
within  the  overall  policies  and  procedures  of  the  Assistant  Secretary  for  Inter- 
national Affairs,  for  the  effective  functioning  of  his  Office  and  of  any  Treasury 
representatives  stationed  in  assigned  countries.  To  do  so,  he  will  be  required, 
among  other  things,  to  : 

(a)  Plan  and  manage  the  activities  of  his  Office  to  meet  its  objectives  and  be 
responsive  to  the  needs  of  the  Treasury  ; 

(b)  Originate  ideas  and  initiate  necessary  research  and  work  projects; 

(c)  Maintain  effective  and  reliable  communications  and  cooperation  with  the 
other  Offices  reporting  to  the  Assistant  Secretary  for  International  Affairs  and 
with  other  senior  policy  officials  ; 

(d)  Provide  for  the  greatest  effectiveness  of  his  staff  through  careful  selec- 
tion, professional  development  and  advancement  of  individuals,  and  maintenance 
of  a  high  level  of  morale  and  of  professional  approach  to  assigned  tasks; 

(e)  Provide  for  the  greatest  effectiveness  of  Treasury  representatives  abroad 
by:    maintaining  direct  contact,  furnishing  information  and  guidance  regarding 


^  Omitted  from  this  exliibit ;  appendices  are  available  in  the  Office  of  the  Assistant  Secre- 
tary for  Administration. 
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Treasury  policy  and  requirements ;  obtaining  information,  assistance  and  advice 
as  appropriate ;  and  initiating  personnel  and  administrative  recommendations. 

5.  All  present  functions,  duties,  and  personnel  of  the  Office  of  International 
Affairs  shall  be  transferred  to  the  Office  of  the  Assistant  Secretary  for  Inter- 
national Affairs  and  Treasury  Department  Order  No.  198,  dated  October  15, 
1962,  is  hereby  cancelled. 

Douglas  Dillon, 
Secretary  of  the  Treasury. 


No.  20i,  April  22,  1965. — Delegation  of  Authority  Relating  to  Rents  fob 
Quarters  and  Charges  for  Related  Facilities  Furnished  to  Employees 

By  virtue  of  the  authority  vested  in  the  Secretary  of  the  Treasury  by  Reoi'gani- 
zation  Plan  No.  26  of  1950,  and  pursuant  to  the  authorization  given  to  me  by 
Treasury  Department  Order  No.  190  (Revision  No.  2),  Heads  of  Bureaus  of  the 
Treasury  Department  are  hereby  authorized  to  set  and  administer  rents  for 
quarters  and  charges  for  related  facilities  supplied  to  employees  and  others,  and 
to  formalize  and  record  the  regulations  and  procedures  therefor,  in  accordance 
with  the  methods  set  forth  in  Bureau  of  the  Budget  Circular  No.  A.-A5  Revised, 
October  31,  1964. 

This  authorization  is  retroactive  to  include  all  policies  and  procedures 
established  by  the  Bureaus  under  the  last  revision  of  the  Circular. 

Administrative  Circular  No.  121,  dated  December  9,  1964,  regarding  the  sub- 
mission of  Bureau  regulations  and  procedures  to  the  Bureau  of  the  Budget 
through  the  Office  of  the  Director  of  Administrative  Services,  shall  remain  in 
effect  until  changed  by  the  appropriate  authority. 

A.  E.  Weatherbee, 
Assistant  Secretary  for  Administration. 


Advisory  Committees 

Exhibit  71. — Advisory  committees  utilized  by  the  Treasury  Department  under 

Executive  Order  11007 

During  the  fiscal  year  1965,  the  Secretary  of  the  Treasury  found  the  formation 
or  use  by  the  Department  of  the  following  advisory  committees  to  be  in  the 
public  interest  in  accordance  with  the  requirements  of  Executive  Order  11007, 
dated  February  26,  1962.  The  information  concerning  these  committees  is  being 
published  in  the  annual  report  in  compliance  with  section  10  of  the  order. 

Office  of  the  Secretary 

DEBT  MANAGEMENT  COMMITTEES 

The  Treasury  Department,  in  connection  with  debt  management  duties,  uses 
in  an  advisory  capacity  the  services  of  a  number  of  committees  representing 
organizations  'which  form  a  cross  section  of  the  American  financial  community. 
The  committees  meet  periodically,  at  the  invitation  of  the  Treasury,  to  discuss 
and  advise  upon  current  and  future  Federal  financings.  The  Treasury  finds  dis- 
cussions with  these  advisory  groups  to  be  of  great  value,  primarily  in  assessing 
the  general  market  sentiment  prior  to  a  major  refinancing  of  maturing  obligations. 
Their  recommendations  are  carefully  considered  by  Treasury  officials  and  serve 
as  a  part  of  the  background  environment  for  the  final  financing  decisions.  These 
committees  are  as  follows: 

American  Bankers  Association,  Government  Borrowing  Committee 

Investment  Bankers  Association  of  America,  Governmental  Securities 
Committee 

National  Association  of  Mutual  Savings  Banks,  Committee  on  Govern- 
ment Securities  and  the  Public  Debt 

Life  Insurance  Association  of  America  and  American  Life  Convention, 
Joint  Economic  Policy  Committee 
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U.S.  Savings  and  Loan  League,  National  League  of  Insured  Savings 

Associations,  Advisory  Committee  on  Government  Securities 
Independent  Bankers  Association,  Government  Fiscal  Policy  Committee 

Four  meetings  were  held  with  the  Government  Borrowing  Committee  of  the 
American  Bankers  Association  in  fiscal  1965,  on  July  23-24,  October  25  and  28, 
January  26-27,  and  April  27-28. 

Membership  of  the  Committee  was  as  follows: 

David  M.  Kennedy  (Chairman)  Chairman,  Continental  Illinois   National   Bank 


Henry  C.  Alexander 
Julian  B.  Baird 
George  Champion 
Kenton  R.  Cravens 
Robert  V.  Fleming 

Sam  M.  Fleming 
Charles  J.  Gable,  Jr. 

WiUiam  F.  Kelley 

M.  Monroe  Kimbrel 
Frank  L.  King 

S.  J.  Kjyzsko 

Frederick  G.  Larkin,  Jr. 

John  J.  Larkin 

Homer  J.  Livingston 

John  A.  Mayer 

George  A.  Murphy 

Reno  Odlin 

F.  Raymond  Peterson 

R.  A.  Peterson 

James  D.  Robinson,  Jr. 

James  S.  Rockefeller 

Robert  G.  Rouse 
Dietrich  Schmitz 

Norfleet  Turner 

Joseph  C.  Welman 
Paul  I.  Wren 

Charls  E.  Walker 


and  Trust  Company  of  Chicago,  Chicago,  111. 
Chairman,   Morgan  Guaranty  Trust    Company 

of  New  York,  New  York,  N.Y. 
Advisory  Director,  The  First  National  Bank  of 

St.  Paul,  St.  Paul,  Minn. 
Chairman,  The  Chase  Manhattan   Bank,   New 

York,  N.Y. 
Chairman  and  Chief  Executive  Officer,  Mercan- 
tile Trust  Company,  St.  Louis,  Mo. 
Advisory  Chairman    of   the  Board,  The    Riggs 

National  Bank  of  Washington,  D.C.,  Wash- 
ington, D.C. 
President,     Third    National    Bank,     Nashville, 

Tenn. 
Senior  Vice  President,  The  First  Pennsylvania 

Banking  and  Trust  Company,   Philadelphia, 

Pa. 
President,  The  First  Pennsylvania  Banking  and 

Trust  Company,  Philadelphia,  Pa. 
Chairman,  First  National  Bank,  Thomson,  Ga. 
Chairman,  United  California  Bank,  Los  Angeles, 

Calif. 
President,  Winona  National  and  Savings  Bank, 

Winona,  Minn. 
President,    Security   First   National  Bank,    Los 

Angeles,  Calif. 
Vice  President,  First  National  City  Bank,  New 

York,  N.Y. 
Chairman,  The  First  National  Bank  of  Chicago, 

Chicago,  111. 
President  and  Chief  Executive  Officer,   Mellon 

National   Bank  and  Trust   Company,   Pitts- 
burgh, Pa. 
Chairman,  Irving  Trust  Company,  New  York, 

N.Y. 
Chairman,    The   Puget   Sound   National   Bank, 

Tacoma,  Wash. 
Chairman,     First    National    Bank    of    Passaic 

County,  Paterson,  N.J. 
President,  Bank  of  America  N.T.  &  S.A.,  San 

Francisco,  Calif. 
Chairman,  The  First  National  Bank  of  Atlanta, 

Atlanta,  Ga. 
Chairman,  First  National  City  Bank,  New  York, 

N.Y. 
Partner,  Laidlaw  and  Co.,  New  York,  N.Y. 
Chairman,  Washington  Mutual  Savings  Bank, 

Seattle,  Wash. 
Chairman,  The  First  National  Bank  of  Memphis, 

Memphis,  Tenn. 
President,  Bank  of  Kennett,  Kennett,  Mo. 
President,  Old  Colony  Trust  Company,  Boston, 

Mass. 
Executive  Vice  President  and  Executive  Man- 
ager, The  American  Bankers  Association,  New 

York,  N.Y. 
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William  T.  Heffelfinger  Federal  Administrative  Adviser,  The  American 

Bankers  Association,  Washington,  D.C. 

Leslie  C.  Peacock  Associate    Secretary,     Deputy     Manager,     The 

American   Bankers   Association,    New    York, 

N.Y. 

Four  meetings  were  held  with  the  Governmental  Securities  Committee  of  the 
Investment  Bankers  Association  in  fiscal  year  1965,  on  July  23-24,  October  27-28, 
January  26-27,  and  April  27-28. 

Membership  of  the  Committee  was  as  follows: 

Robert  B.  Blyth  (Chairman)         First  Vice  President,  The  National  City  Bank, 

Cleveland,  Ohio. 
Robert  H.  Bethke  Vice  President,  Discount  Corp.  of  New  York, 

New  York,  N.Y. 
Vice  President,  Blyth  and  Co.,  Inc.,  New  York, 

N.Y. 
Vice  President,  Bank  of  America,  N.T.  &  S.A., 

San  Francisco,  Calif. 
President,  C.  F.  Childs  and  Co.,  Inc.,  Chicago, 

Vice  President,  First  Boston  Corporation,  New 

York,  N.Y. 
Executive    Vice    President,    The    Atlantic    Na- 
tional  Bank,   Jacksonville,   Fla. 
Vice  President,  The  First  National  Bank,  Bos- 
ton, Mass. 
Vice  President,   Merrill,  Lynch,  Pierce,  Fenner 

&  Smith,  Inc.,  New  York,  N.Y. 
Senior     Vice     President,     Wells     Fargo     Bank 

American    Trust    Company,    San    Francisco, 

Calif. 
Senior    Vice    President,    Chemical    Bank     New 

York  Trust  Company,  New  York,  N.Y. 
Senior  Vice  President,  Harris  Trust  and  Savings 

Bank,  Chicago,  111. 
Senior  Mcc  President,  Crocker-Citizens  National 

Bank,  San  Francisco,  Calif. 
Senior  Vice  President  and  Treasurer,    Morgan 

Guaranty  Trust  Company,  New  York,  N.Y. 
Senior   Vice    President,    Valley    National    Bank 

of  Arizona,    Phoenix,   Ariz. 
Vice  President,  The  Northern  Trust  Company, 

Chicago,  111. 
Vice    President,    Continental    Illinois    National 

Bank  and  Trust  Company,  Chicago,  111. 
Vice   President,   Irving  Trust   Company,    New 

York,  N.Y. 
Delmont  K.  Pfeffer  (Chairman)    Senior  Vice  President,  The  First  National  City 

Bank  of  New  York,  New  York,  N.Y. 
Senior  Vice  President,  The  First  National  Bank 

of  Boston,  Boston,  Mass. 
Vice   President,   The   Chase   Manhattan    Bank, 

New   York,   N.Y. 
Vice  President,  Bankers  Trust  Company,   New 

York,  N.Y. 
Vice     President,     National    Bank    of     Detroit, 

Detroit,  Mich. 
Partner,  Salomon  Brothers  and  Hutzler,    New 

York,  N.Y. 
Vice  President,   Security  First  National    Bank, 

Los  Angeles,  Calif. 
Vice    President,    United    California    Bank,    Los 

Angeles,  Calif. 


Loring  T.  Briggs 
Alan  K.  Browne 

F.  Newell  Childs 
Carl  F.  Cooke 
James.  A.  Cranford 

G.  Lamar  Crittenden 
Stewart  A.  Dunn 
Lester  H.  Empey 

Alfred  H.  Hauser 
Hardin  H.  Hawes 
Alger  J.  Jacobs 
Ralph  E.  Leach 
Eugene  S.  Lee 
Edward  D.  McGrew 
John  H.  Perkins 
William  W.  Pevear 


L.  Sumner  Pruyne 
Robert  B.  Rivel 
Arthur  W.  Schlichting 
Charles  H.  Schmidt 
Girard  L.  Spencer 
Franklin  Stockbridge 
Paul  E.  Uhl 
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William  J.  Wallace 
C.  Richard  Youngdahl 


Vice    President,    Mellon    National    Bank     and 

Trust  Company,  Pittsburgh,  Pa. 
President,   Aubrey  G.   Lanston  and   Company, 

Inc.,  New  York,  N.Y. 


One  meeting  was  held  with  the  Committee  on  Government  Securities  and  the 
Public  Debt  of  the  National  Association  of  Mutual  Savings  Banks  in  fiscal  1965, 
on  May  20. 

Membership  of  the  Committee  was  as  follows: 

John  W.  Kress  (Chairman)  President,    The    Howard    Savings    Institution, 

Newark,  N.J. 


President,  The  Farmers  and  Mechanics  Savings 

Bank,   MinneapoHs,  Minn. 
President,    The    Bowery    Savings    Bank,    New 

York,  N.Y. 
President,  Buffalo  Savings  Bank,  Buffalo,  N.Y. 
Chairman     of     the     Board,     Suffolk     Franklin 

Savings  Bank,  Boston,  Mass. 
Executive    Vice    President,    The    Boston    Five 

Cents  Savings  Bank,  Boston,  Mass. 
President,  Savings  Bank  Trust  Co.,  New  York, 

N.Y. 
Senior  Vice  President,  East  River  Savings  Bank, 

New  York,  N.Y. 
President,    Boston   Five   Cents   Savings   Bank, 

Boston,  Mass. 
Executive  Vice  President,  Maine  Savings  Bank, 

Portland,  Maine. 
President,  Burlington  Savings  Bank,  Burlington, 

Vt. 
President,     The     Middletown     Savings     Bank, 

Middletown,  Conn. 
Executive  Vice  President,  National  Association 

of  Mutual  Savings  Banks,  New  York,  N.Y. 
Staff  Member,  NAMSB 

Director  of  Research,  NAMSB 
Director-Counsel,  Washington  Office,  NAMSB, 

Washington,  D.C. 

One  meeting  was  held  with  the  Joint  Economic  Policy  Committee  of  the 
Life  Insurance  Association  of  America  and  the  American  Life  Convention  in 
fiscal  1965,  on  May  17. 

Membership  of  the  Committee  was  as  follows: 


Herman  J.  Arnott 

Morris  D.  Crawford,  Jr. 

William  H.  Harder 
Maynard  L.  Harris 

G.  Churchill  Francis 

Theodore  W.  Lowen 

Alfred  C.  Middlebrook 

Robert  M.  Morgan 

Barrett  C.  Nichols 

Frederick  P.  Smith 

Howard  B.  Smith 

Dr.  Grover  W.  Ensley 

Saul  B.  Klaman 

Robert  R.  Boston 


Richard  K.  Paynter,  Jr. 

(Chairman) 
G.  D.  Brooks 

E.  F.  Bucknell 
T.  S.  Burnett 

George  T.  Conklin,  Jr. 


George  B.  Cook 
Byron  K.  Elliott 
Gilbert  W.  Fitzhugh 
Frank  J.  Hoenemeyer,  Jr. 
Roger  Hull 
Charles  E.  Phillips 


Chairman,  New  York  Life  Ins.  Co.,  New  York, 

N.Y. 
President,  The  National  Life  and  Accident  Ins. 

Co.,  Nashville,  Tenn. 
President,  Bankers  Life  Co.,  Des  Moines,  Iowa. 
Chairman,    Pacific    Mutual   Life  Ins.    Co.,    Los 

Angeles,  Calif. 
Senior    Vice     President,     The     Guardian     Life 

Insurance  Company  of  America,  New  York, 

N.Y. 
President,  Bankers  Life  Insurance  Company  of 

Nebraska,  Lincoln,  Nebr. 
President  and  Chairman,  John  Hancock  Mutual 

Life  Ins.  Co.,  Boston,  Mass. 
President,    Metropolitan    Life    Ins.    Co.,    New 

York,  N.Y. 
Senior  Vice  President,  The  Prudential  Insurance 

Co.,  Newark,  N.J. 
President,  The  Mutual  Life  Insurance  Co.,  New 

York,  N.Y. 
President,  Equitable  Life  Insurance  Company, 

Washington,  D.C. 
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G.  Frank  Purvis,  Jr.  President,    Pan-American    Life    Insurance    Co., 

Washington,  D.C. 

Howard  C.  Reeder  Co-Chairman,  Continental  Assurance  Co.,  Chi- 

cago, III. 

Olcott  D.  Smith  Chairman,  Aetna  Life  Ins.  Co.,  Hartford,  Conn. 

Charles  A.  Taylor  President,  The  Life  Insurance  Co.  of  Virginia, 

Richmond,  Va. 

Staff  Members  of  the  Associations 

American  Life  Convention: 

Arthur  Fefferman,  Director  ofEconomic  Analysis,  Washington,  D.C. 
Glendon  E.  Johnson,  Vice  President  and  General  Counsel,  Washington,  D.C. 

Life  Insurance  Association  of  America: 

Eugene  M.  Thor^,  President,  Washington,  D.C. 

James  J.    O'Leary,    Vice   President  and   Director  of  Economic   Research,    New 

York,  N.Y. 
Kenneth  L.  Kimble,  Vice  President  and  General  Counsel,  Washington,  D.C. 
Ralph  J.  McNair,  Vice  President,  Washington,  D.C. 

A  meeting  was  held  with  the  Advisory  Committee  on  Government  Securities 
of  the  Savings  and  Loan  Business  in  fiscal  1965,  on  May  26. 

Membership  of  the  Committee  was  as  follows: 
Junius  F.  Baxter 


James  E.  Bent 

Frederick  Bjorklund 

Lacy  Boggess 

C.  L.  Clements  (Chairman) 

Carl  Distelhorst 

W.  O.  DuVall 

E.  Stanley  Enlund 

Richard  G.   Gilbert 

L.  W.  Grant 

Roy  M.  Marr 

Allen  G.  Pflugradt 

John  W.  Stadtler 

A.  D.  Theobald 

Gerrit  Vander  Ende 

W.  C.  Warman 

William  J.  Kerwin 

James  A.  HoUensteiner 


Executive    Vice     President,     Western     Federal 

Savings  and  Loan  Association,  Denver,  Colo. 
President,  Hartford  Federal  Savings  and  Loan 

Association,  Hartford,  Conn. 
President,  Minnesota  Federal  Savings  and  Loan 

Association,  St.  Paul,  Minn. 
President,   Mutual  Savings  and  Loan  Associa- 
tion, Fort  Worth,  Tex. 
Chairman,    Chase    Federal    Savings    and    Loan 

Association,  Miami  Beach,  Fla. 
Director,    Winter    Park    Federal    Savings    and 

Loan  Association,  Winter  Park,  Fla. 
President,   Atlanta  Federal  Savings  and   Loan 

Association,  Atlanta,  Ga. 
President,    First    Federal    Savings    and    Loan 

Association,  Chicago,  111. 
President,    The    Citizens    Savings    Association, 

Canton,  Ohio. 
Chairman,    Home    Federal    Savings   and    Loan 

Association,  Tulsa,  Okla. 
Chairman,    Leader   Federal  Savings  and   Loan 

Association,  Memphis,  Tenn. 
President,    First    Federal    Savings    and    Loan 

Association,  Milwaukee,  Wis. 
President,    National    Permanent    Savings    and 

Loan  Association,  Washington,  D.C. 
President,    First    Federal    Savings    and    Loan 

Association,  Peoria,  111. 
President,    Pacific    First    Federal    Savings    and 

Loan  Association,  Tacoma,  Wash. 
Staff   Vice   President,    U.S.   Savings   and   Loan 

League,  Chicago,  111. 
Assistant  Managing  Director,  National  League 

of  Insured  Savings  Associations,  Washington, 

D.C. 
Staff   Vice   President,    U.S.    Savings  and   Loan 

League,  Chicago,  111. 
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A  meeting  was  held  with  the  Government  Fiscal  Policy    Committee  of  the 
Independent  Bankers  Association  on  May  19,  1965. 
Membership  of  the  Committee  was  as  follows: 

Milton  J.  Hayes  (Chairman)         Vice    President,    American    National    Bank    & 

Trust  Co.,  Chicago,  111. 
President,    State    Bank    of    Burleigh    County, 


Theo.  W.  Sette 
Stanley  Barber 
Joseph  V.  Johnson 
O.  K.  Johnson 
O.  M.  Jorgenson 
S.  E.  Babington 
W.  W.  Marshall,  Jr. 
Ralph  L.  Zaun 
Gene  Moore 
C.  Herschell  Schooley 

Commissioner  of  Customs 


Bismarck,  N.  Dak. 

President,    Wellman    Savings    Bank,    Wellman, 
Iowa. 

Chairman,   Johnson   County   Bank,    Tecumseh, 
Nebr. 

President,    Whitefish    Bay    State    Bank,    Mil- 
waukee, Wis. 

Chairman,   Security  Trust  and  Savings  Bank, 
Billings,  Mont. 

President,    Brookhaven    Bank   and   Trust    Co., 
Brookhaven,  Miss. 

Executive  Vice  President,  Commercial  National 
Bank  and  Trust  Co.,  Grand  Island,  Nebr. 

E.xecutive  Vice  President,  Grafton  State  Bank, 
Grafton,  Wis. 

Secretary,    Independent    Bankers    Association, 
Sauk  Centre,  Minn. 

Washington    Office,  Independent    Bankers    As- 
sociation, Washington,  D.C. 


JOINT  CUSTOMS/AIRLINE  WORKING  GROUP  ON  AIR  CARGO 

This  Group  was  established  by  memorandum  dated  May  8,  1964,  from  the 
Secretary  of  the  Treasury  to  the  Commissioner  of  Customs. 

The  functions  of  the  Group  are  to  review  industry  procedures  for  handling 
air  cargo,  and  related  customs  procedures  for  the  assessment  and  collection  of 
duties  and  taxes  on  imported  merchandise,  to  determine  if  these  procedures  can 
be  integrated  into  a  system  which  will  provide  clearance  with  a  minimum  of 
delay  and  provide  adequate  controls  for  customs  purposes. 

Tiie  members  of  the  Group,  which  met  in  fiscal  year  1965  on  July  15,  November 
10,  December  9-10,  and  April  22,  were  as  follows: 

G.  R.  Dickerson,  Chairman       Assistant  Deputy  Commissioner,  Bureau  of  Cus- 
toms, Treasury  Department,  Washington,  D.C. 
Assistant  Deputy  Commissioner,  Bureau  of  Cus- 
toms, Treasury  Department,  Washington,  D.C. 
(died  April  21,  1965) 
Operations    Officer    (Air),    Bureau    of    Customs, 

Treasury  Department,  Washington,  D.C. 
Legal   Assistant,    Bureau    of    Customs,    Treasury 

Department,  Washington,  D.C. 
Liaison    Officer,    Bureau    of    Customs,    Treasury 
Department,    Washington,    D.C.    (vice    W.    P. 
Jones,  deceased) 
Manager — Facilitation,  Air  Transport  Association, 

Washington,  D.C. 
Manager — Traffic,    Agreements    and    Procedures, 

United  Air  Lines,  Chicago,  111. 
Director,   Traffic   Administration,   American   Air- 
lines, New  York,  N.Y. 
Manager — Facilitation,  Pan  American   World  Air- 
ways, New  York,  N.Y. 


W.  P.  Jones 


G.  H.  Heidbreder 
D.  D.  Kast 
N.  J.  Marsh 


J.  R.  Gorson 
S.  W.  Mc Million 


L.  M.  Rogers 


J.  L.  Sheppard 


Commissioner  of  Internal  Revenue 

ADVISORY  GROUP  TO  THE  COMMISSIONER  OF  INTERNAL  REVENUE 
This  Group  was  established  by  the  Commissioner  of  Internal  Revenue  on  June 
17,  1959. 

This  Committee,  which  represents  professional  and  other  private  groups  con- 
cerned with  Federal  taxation,  provides  constructive  criticism  of  Internal  Revenue 
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policies  and  procedures  and  suggests  ways  in  which  the  Service  can  improve  its 
operations. 

The  Advisory  Group  appointed  in  March  1964  and  shown  in  the  1964  annual 
report,  page  382,  met  on  October  1-2,  1964,  and  December  17-18,  1964. 

In  keeping  with  the  practice  of  periodically  changing  the  membership,  the 
Commissioner  appointed  a  new  Advisory  Group  in  April  1965,  which  met  twice 
during  fiscal  1965  on  April  29-30,  and  June  14-15,  1965.  The  members  of  the 
new  Group  are  as  follows: 


Nina  IMiglionico 
Raphael  Sherfy 

Sam  G.  Winstead 

Andrew  B.  Young 

Hilbert  P.  Zarky 
Mortimer  M.  Caplin 
Richard  H.  Austin 
Robert  E.  Witschey 
Peter  Yosinoff 
Bruce  Greenfield 
Ream  V.  Miller 
Nathaniel  Goldfinger 
Vance  N.  Kir  by 


Attorney,  Birmingham,  Ala. 

Turner,  Major,  Markham  and  Sherfy,  Wash- 
ington, D.C. 

Jackson,  Walker,  Winstead,  Cantwell  &  Miller, 
Dallas,  Tex. 

Stradler,  Ronon,  Stevens  &  Young,  Philadelphia, 
Pa. 

Mitchell,  Silberberg  &  Knupp,  Los  Angeles,  Calif. 

Caplin,  Battle  &  Harris,  Washington,  D.C. 

Richard  H.  Austin  &  Co.,  Detroit,  Mich. 

Witschey,  Harman  and  White,  Charleston,  W.Va. 

Public  Accountant,  Providence,  R.  I. 

Bankers  Securities  Corporation,  Wyncote,  Pa. 

Shell  Oil  Co.,  New  York,  N.  Y. 

AFL-CIO,  Washington,  D.C. 

Northwestern  University  Law  School,  Chicago, 
111. 


TREASURY-INTERNAL  REVENUE  SERVICE  COMMITTEE  ON  STATISTICS 

The  Commissioner  of  Internal  Revenue  established  this  Committee  on  March 
30,  1962.     It  was  reconstituted  in  July  1963. 

The  Committee  is  expected  to  make  suggestions  concerning  appropriate  statisti- 
cal and  economic  information  to  be  obtained  from  income  tax  returns. 

The  Committee  consists  of  economists  and  statisticians,  representing  private 
associations  and  universities,  and  Government  representatives. 

Meetings  of  this  Committee  were  held  in  fiscal  1965  on  October  5,  1964,  and 
May  6,  1965. 

Membership  in  the  fiscal  year  1965  was  as  follows: 

William  H.  Smith,  Chairman    Assistant  Commissioner  (Planning  and  Research), 

Internal  Revenue  Service,   Washington,   D.C. 
Vito  Natrella,  Executive  Sec-  Director,    Statistics     Division,    Internal    Revenue 


retary 
Harvey  E.  Brazer 
Warren  N.  Cordell 

W.  R.  Currie 

Sidney  Glaser  (Alternate) 

Robert  Eisner 
Irwin  Friend 

George  Jaszi 

James  W.  Knowles 

Alan  P.  Murray  (Alternate) 

Raymond  Nassimbene 

Alice  M.  Rivlin 
J.  A.  Stockfisch 

Gabriel  G.  Rudney  (Alter- 
nate) 

James  H.  Symons 


Service,  Washington,  D.C. 

University  of  Michigan,  Ann  Arbor,  Mich. 

Vice  President,  A.  C.  Nielsen  Company,  Chicago, 
lU. 

Chief  Financial  Economist,  Department  of  Fi- 
nance, State  of  California,  Sacramento,  Calif. 

Assistant  to  the  Director,  Division  of  Taxation, 
Trenton,  N.J. 

Northwestern  University,  Evanston,  111. 

Wharton  School  of  Finance  and  Commerce, 
University  of  Pennsylvania,  Philadelphia,  Pa. 

Director,  Office  of  Business  Economics,  Depart- 
ment of  Commerce,  Washington,  D.C. 

Joint  Economic  Committee,  Washington,  D.C. 

Joint  Committee  on  Internal  Revenue  Taxation, 
Washington,  D.C. 

Office  of  Statistical  Standards,  Bureau  of  the 
Budget,  Washington,  D.C. 

The  Brookings  Institution,  Washington,  D.C. 

Deputy  Assistant  Secretary,  Treasury  Depart- 
ment, Washington,  D.C. 

Chief,  Personal  Taxation  Staff,  Office  of  Tax 
Analysis,  Treasury  Department,  Washington, 
D.C. 

Joint  Committee  on  Internal  Revenue  Taxation, 
Washington,  D.C. 
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Norman  B.  Ture 


U.S.  Coast  Guard 


Director    of    Tax    Studies,    National    Bureau    of 
Economic  Research,  Washington,  D.C. 


CHEMICAL  TRANSPORTATION  ADVISORY  PANEL 

This  Panel,  established  on  May  4,  1949,  acts  as  an  advisory  body  on  matters 
concerned  with  the  bulk  transportation  of  chemicals  or  hazardous  cargo.  Such 
expert  advice  from  industry  is  mandatory  to  keep  current  and  effective  the 
dangerous  cargo,  tank  vessel,  cargo,  and  other  associated  regulations  promulgated 
and  enforced  by  the  Coast  Guard. 

Membership  of  the  Panel,  which  met  in  fiscal  1965  on  December  15  and  16, 
1964,  follows: 

Manager,  Distribution  and  Traffic,  The  Dow 
Chemical  Company,  Midland,  Mich. 

Transportation  Engineer,  Manufacturing  Chem- 
ists' Association,  Inc.,  Washington,  D.C. 

Chief,  Chemical  Engineering  Branch,  Merchant 
]\Iarine  Technical  Division,  USCG  Head- 
quarters, Washington,  D.C. 

Consultant,  Engineering  Department,  Phillips 
Petroleum  Company,  Bartlesville,  Okla. 

Senior  Distribution  Engineer,  Development  Divi- 
sion, Traffic  Department,  E.  I.  du  Pont  de 
Nemours  and  Co.,  Wilmington,  Del. 

Vice  President,  Breit  Engineering,  Inc.,  New 
Orleans,  La. 

Manager,  Marine  Services,  Olin  Mathieson  Chem- 
ical Corp.,  New  York,  N.Y. 

Vice  President,  Marine  Transport  Lines,  Inc., 
New  York,  N.Y. 

President,  JeflFersonville  Boat  and  Machine  Co., 
Jeffersonville,  Ind. 

Assistant  Manager,  Marine  Department,  Shell 
Oil  Co.,  New  York,  N.Y. 

Chemical  Carriers,  Inc.,  New  York,  N.Y. 

Plant  Superintendent,  Union  Carbide  Chemical 
Co.,  Carteret,  N.J. 

Assistant  Manager,  Marine  Transportation,  Allied 
Chemical  Corp.,  New  York,  N.Y. 

Princi^ml  Survevor,  American  Bureau  of  Shipping, 
New  York,  N.Y. 

Project  Engineer,  Marine  Division,  Humble  Oil 
and  Refining  Co.,  Houston,  Tex. 

Manager  of  Transportation,  Pittsburgh  Plate 
Glass  Co.,  Pittsburgh,  Pa. 

Manager,  Marine  Transportation,  Phillips  Petro- 
leum Co.,  Bartlesville,  Okla. 


Oliver  E.  Beutel,  Chairman 

G.  H.  Mayhood,  Secretary 

Commander  Eric  Grundy, 
USCG,  Liaison  OflScer 

George  R.  Benz 

G.  W.  Feldman 


Captain  G.  C.  Steinman, 

USCG  (Ret.) 
J.  R.  Black 

J.  C.  Clarke 


R 


R 
T. 


W.  Krieger 

J.  Lengyel 

B.  Mitchell 
W.  Rodes 


George  P.  Jacobson 
Albert  N.  Narter 
R.  T.  Williams 
James  E.  Weaver 
R.  J.  Wheeler 


M.  F.  Crass,  Jr. 
F.  R.  Fetherston 
B.  H.  Lord,  Jr. 
Robert  L.  Mitchell,  Jr. 


Ex  Officio  Members: 

Secretary-Treasurer,  Manufacturing  Chemists' 
Association,  Inc.,  Washington,  D.C. 

Secretary-Treasurer,  Compressed  Gas  Associ- 
ation, Inc.,  New  York,  N.Y. 

Director,  Division  of  Transportation,  American 
Petroleum  Institute,  Washington,  D.C. 

Secretary-Treasurer,  The  Chlorine  Institute,  Inc., 
New  York,  N.Y. 

MOTORBOAT  AND  YACHT  ADVISORY  PANEL 

This  Panel,  established  on  December  24,  1946,  advises  on  problems  relating  to 
the  safe  operation  of  small  craft  of  both  commercial  and  recreational  types.  The 
Panel,  consisting  of  the  members  listed  below,  met  on  February  8,  1965,  in  New 
York  City. 

Mr.  Joseph  E.  Choate,  National  Assn.   of  Engine  &  Boat  Mfrs.,   New 

Chairman  York,  N.Y. 
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Mr.  William  J.  Bailey 

Mr.  N.  C.  Barnard 

Mr.  R.  C.  Boiling 

Mr.  W.  Melvin  Crook 

Mr.  Fred  L.  Hewitt,  Jr. 

Mr.  Ralph  lanuzzi 

Mr.  William  Edgar  John 

Mr.  Charles  Jones 

Mr.  William  P.  Kennedy,  Sr. 

Mr.  John  G.  Kingden 

Mr.  Emil  A.  Kratovil 

Mr.  Howard  F.  Larson 

Mr.  David  P.  Levy 

Mr.  Fred  B.  Lifton 

Mr.  A.  W.  MacKerar 

Mr.  Everett  B.  Morris 

Mr.  Cooper  Schieffelin 
Mr.  Robert  A.  Southworth 
Mr.  OHn  J.  Stephens 
Capt.  John  E.  Suydam 

Mr.  E.  S.  Terwilhgar 

Mr.  Leon  E.  Travis 

Mr.  William  F.  Warm 

Mr.  Bliss  Woodward 


Wilcox -Crittenden  Division,  North  &  Judd  Manu- 
facturing Co.,  jNIiddistown,  Conn. 
Chairman,     General    Safety     Committee,     U.S. 

Power  Squadrons,  Westfield,  N.J. 
The  Palmer  Engine  Co.,  River  Road,  Cos  Cob, 

Conn. 
Associate  Editor,  Yachting,  New  York,  N.Y. 
President,  Century  Boat  Co.,  New  York,  N.Y. 
H.  A.  Bi-uno  &  Associates,  New  York  20,  N.Y. 
Wm.  Edgar  John  &  Associates,  Inc.,  Rye,  N.Y. 
The  Boating  Industry,  New  York,  N.Y. 
Kennedy  Marine  Engine  Co.,  Biloxi,  Miss. 
American  Boat  &  Yacht  Council,  New  York,  N.Y. 
Wm.  li.  McGee  &  Co.,  Inc.,  New  York,  N.Y. 
Vice   President,    Outboard    Marine    Corp.,    Mil- 
waukee, Wis. 
Equitable  Equipment   Co.,    Inc.,    New   Orleans, 

La. 
Executive  Director,  Outboard  Boating  Club  of 

America,  Chicago,  111. 
Vice-President,     Chris-Craft     Corp.,     Pompano 

Beach,  Fla. 
Author  and  Correspondent,  Boating  Publication, 

Port  Washington,  Long  Island,  N.Y. 
Penn  Yan  Boats,  New  York,  N.Y. 
Mobil  Oil  Company,  New  York,  N.Y. 
Sparkman  &  Stephens,  Inc.,  New  York,  N.Y^. 
President,  National  Party  Boat  Owners  Alliance, 

Inc.,  Lindenhurst,  Long  Island,  N.Y. 
Executive  Vice  President,  Yacht  Safety  Bureau, 

Inc.,  Westwood,  N.J. 
President,   National  Association  of  Engine  and 

Boat  Manufacturers,  New  York,  N.Y. 
Marine  Office  of  America,  Manager,  Engineering 

Department,  New  York,  N.Y. 
Past    National    Commodore,    USCG    Auxiliary, 

Mamaroneck,  N.Y. 


NATIONAL  OFFSHORE  OPERATIONS  PANEL 

This  Panel  was  established  on  December  15,  1959,  to  advise  the  U.S.  Coast 
Guard  on  matters  related  to  the  highly  specialized  construction  and  operation  of 
geophysical  survey  vessels,  drilling  platforms,  and  associated  vessels  and  barges. 

Members  of  the  Panel,  which  met  in  fiscal  1965  on  August  5  and  6,  were  as 
follows: 

New 


R.  T.  Sessums,  Chairman 
H.  E.  Denzler,  Jr.,  Secretary 
E.  E.  Clark 
O.  L.  Furse 
W.  II.  Le  Grand 
J.  C.  CraigC*) 
R.  N.  Crews 
J.  T.  Crooker 

James  W.  Greely 
W.  H.  Henderson 


Vice    President,     Freeport    Sulphur    Co., 
Orleans,  La. 

Assistant  to  General  Superintendent,  Transporta- 
tion, The  California  Co.,  New  Orleans,  La. 

Area  Superintendent,  Phillips  Petroleum  Co., 
Santa  Barbara,  Calif. 

Regional  Production  Manager,  Southeast  Esso 
Region,  New  Orleans,  La. 

District  Production  Manager,  Gulf  Oil  Corp., 
New  Orleans,  La. 

General  Superintendent,  Continental  Oil  Co., 
Houston,  Tex. 

Vice  President,  J.  Ray  McDermott  and  Co.,  Inc., 
New  Orleans,  La. 

Manager,  Producing  Department,  Standard  Oil 
Co.  of  Cahfornia,  Western  Operations,  Inc., 
La  Habra,  CaUf. 

Kerr-McGee  Oil  Industries,  Inc.,  Oklahoma  City, 
Okla. 

President,  Gulf  Offshore  Marine  Service  Associa- 
tion, New  Orleans,  La. 
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Donald  S.  Hare 

W.  M.  House 

M.  E.  Lundfelt 

J.  W.  Pittman 

R.  O.  Pollard 

G.  S.  Young,  Jr. 

(*)   Succeeded  by: 
M.  S.  Kendrick 


Manager  of  Offshore  Operations,  Pauley  Pe- 
troleum Inc.,  Los  Angeles,  Calif. 

Division  Manager,  Signal  Oil  and  Gas  Co.,  Los 
Angeles,  Calif. 

Assistant  General  Manager,  Marine  Department, 
Texaco,  Inc.,  New  York,  N.Y. 

Manager  Production  Department,  Shell  Oil  Co., 
New  Orleans,  La. 

Manager,  Production  Department,  Richfield  Oil 
Co.,  Long  Beach,  Calif. 

Producing  Superintendent,  Mobil  Oil  Co.,  La- 
fayette, La. 

Regional  Manager,  Continental  Oil  Co.,  Houston, 
Tex. 

OIL  POLLUTION  PANEL 

The  Oil  Pollution  Panel,  established  on  August  3,  1954,  acts  as  an  advisory  body 
on  pollution  problems  and  obtains  views  as  to  means  of  eliminating  the  oil  poUu- 
tion  of  the  seas  and  seacoast.  All  members  are  directly  connected  with  the 
operation  of  commercial  vessels. 

The  members  of  the  Panel,  who  met  in  fiscal  1965  on  September  10,  December 
9,  and  June  23,  were: 

General  Operating  Manager,  United  States  Lines 
Co.,  New  York,  N.Y. 

Manager,  Operations,  California  Shipping  Co., 
San  Francisco,  Calif. 

Director  of  Operations,  Marine  Department, 
Gulf  Oil  Corp.,  New  York,  N.Y. 

Assistant  Vice  President,  Operations,  Prudential 
Lines,  Inc.,  New  York,  N.Y. 

Marine  Superintendent,  Isthmian  Lines  Inc., 
New  York,  N.Y. 

Marine  Superintendent,  United  Fruit  Co.,  New 
York,  N.Y. 

Vice  President,  American  Export  and  Isbrandtsen 
Lines,  New  York,  N.Y. 

Manager,  Port  of  New  York  Office,  Marine 
Division,  Humble  Oil  and  Refining  Co., 
Bayonne,  N.J. 

Port  Engineer,  Farrell  Lines,  Inc.,  New  York, 
N.Y. 

Marine  Superintendent,  Inland  Waterways  Op- 
erations, Socony  Mobil  Oil  Co.,  Inc.,  New 
York,  N.Y. 

Port  Captain,  Sun  Oil  Co.,  Marcus  Hook,  Pa. 

Director,  Division  of  Transportation,  American 
Petroleum  Institute,  Washington,  D.C. 

American  President  Lines,  San  Francisco,  Calif. 

Texaco  Inc.,  New  York,  N.Y. 

Port  Captain,  States  Steamship  Co.,  San  Fran- 
cisco, Calif. 

Manager  of  Operations,  Ocean  Tanker  Depart- 
ment, The  American  Oil  Co.,  New  York,  N.Y. 

Assistant  Director  of  Engineering,  Grace  Line, 
Inc.,  New  York,  N.Y. 

Superintendent,  Operating  Section,  Marine  Di- 
vision, Atlantic  Refining  Co.,  Philadelphia,  Pa. 

Manager,  Operating  Department,  Keystone  Ship- 
ping Co.,  Philadelphia,  Pa. 


Mr.  F.  C.  Grant,  Chairman 

Capt.  A.  H.  Stephens,  Vice 

Chairman 
Capt.  Herbert  S.  Brewster, 

Vice  Chairman 
Capt.  Richard  J.  Anderson 

Mr.  A.  Bacols 

Capt.  Gordon  F.  Beal 

Capt.  S.  Blackledge 

Capt.  M.  Breece 

Mr.  William  Dignes 
Capt.  T.  Fender 

Capt.  George  Larimer 

Mr.  B.  H.  Lord,  Jr.,  Secretary 

Mr.  H.  F.  Munroe 
Capt.  Walter  D.  Nunley 
Capt.  Ben  M.  Perkins 

Capt.  C.  D.  Phillips 

Capt.  Norman  Short 

Capt.  Corben  C.  Shute,  USN 

(Ret.) 
Capt   C.  C.  Williams 
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PORT  ADVISORY  COUNCILS 

Port  Advisory  Councils  provide  a  forum  for  discussion  and  interpretation  of 
Coast  Guard  policies  and  directives,  thereby  furthering  cooperation.  The 
Councils,  representing  the  various  port  interests,  also  furnish  advice  and  infor- 
mation to  Coast  Guard  authorities.  Three  of  these  councils  held  meetings 
during  fiscal  1965.  The  lists  of  members  and  dates  of  meetings  for  these  advisory 
groups,  New  Orleans,  La.,  Corpus  Christi,  Tex.,  and  Houston,  Tex.,  follow. 

PORT  ADVISORY  COUNCIL,  NEW  ORLEANS,  LOUISIANA 

This  advisory  council,  founded  in  1960,  met  on  May  6,  1965.  Its  membership 
follows : 


P.O.    Box     23134,    Point    Landing,    Inc.,     New 

Orleans,  La. 
524  Hibernis  Bldg.,  T.  Smith  &  Son,  Inc.,  New 

Orleans,  La. 
Lykes  Bros.  Steamship  Co.,  P.O.  Box  50998,  New 

Orleans,  La. 
Captain    of    the    Port,    USCG,    1201    Lakeshore 

Drive,  New  Orleans,  La. 
P.O.    Box    50250,    Delta    Steamship    Co.,    New 

Orleans,  La. 
Deputy  Port  Director,  Board  of  Commissioners, 

P.O.  Box  60046,  New  Orleans,  La. 
Safety  Officer,  Board  of  Commissioners,  Port  of 

New  Orleans,  P.O.  Box  60046,   New  Orleans, 

La. 
Superintendent    of    Docks,    Board    of    Commis- 
sioners, Port  of  New  Orleans,  P.O.  Box  60046, 

New  Orleans,  La. 
Capt.  R.  T.  McKenzie,  USCG    Marine    Inspection    Office,    USCG,    Room    310, 

Custom  House,   New  Orleans,  La. 


Forsee  "Jack"  Estes, 

Chairman 
W.  S.  Smith,  Co-Chairman 

Capt.  E.  B.  Hendrix,  2d 

Co-Chairman 
Capt.  Harold  Land,  USCG, 

Secretary 
Capt.  C.  L.  Spicer 

Capt.  T.  L.  Lewis 

Henry  R.  Rauber 

Harry  J.  Rome 


A.  J.  Heyd 
E.  J.  O'Brien 

G.  D.  Summers 

Otis  M.  Jernigan 
Capt.  R.  E.  McNeeley 
Capt.  S.  K.  Sprada 
Sam  Giallaoza 
McVey  F.  Ward 
H.  E.  Denzler,  Jr. 

B.  C.  Weaver 

Maj.  Gen.  Raymond  Bufft 
Claude  E.  Blancq,  Jr. 
H.  L.  LeBlanc 
Capt.  Henry  B.  Dunlap 
Louis  C.  LaCour 


Superintendent,  New  Orleans  Fire  Department, 

317  Decatur  Street,  New  Orleans,  La. 
Asst.    Superintendent,    New    Orleans    Fire    De- 
partment,  317   Decatur  Street,   New   Orleans, 

La. 
Deputy  Superintendent,   New  Orleans  Fire  De- 
partment, 317  Decatur  Street,   New  Orleans, 

La. 
Army  Engineer  District,  New  Orleans,  Corps  of 

Engineers,  P.O.  Box  60267,  New  Orleans,  La. 
Crescent  River  Pilots  Assn..  1417  Whitney  Bldg., 

New  Orleans,  La. 
N.    O.-Baton    Rouge    Pilots  Assn.,    Room   304, 

Cigali  Bldg.,  New  Orleans,  La. 
Vice    President,    N.    O.    Steamship    Assn.,    219 

Carondelet  Street,  New  Orleans,  La. 
American     Waterways,     Operators,     Inc.,     435 

Whitney  Bldg.,   New   Orleans,   La. 
Production  Engineer,  The  California   Co.,  Calif- 

fornia  Bldg.,  New  Orleans,  La. 
Bureau  of  Explosives,  909   Walker  Street,  New 

Orleans,    La. 
Bureau  of  Customs,  Room  233,   Custom  House, 

New  Orleans,  La. 
Bureau  of  Customs,  Room  200,  Custom  House, 

New  Orleans,  La. 
Bureau  of  Customs,  Room   229,  Custoni  House, 

New  Orleans,  La. 
La.  Civil  Defense  Agency,  Bldg.  309A,  Area  B, 

Jackson  Barracks,  New  Orleans,  La. 
U.S.  Attorney,  400  Royal  Street,  New  Orleans, 

La. 
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Professor  A.  Lee  Dunlap 
David  Fontaine,  Jr. 


Chairman,  Fire  Prevention,  935  Pine  Street,  New 

Orleans,  La. 
Fire  Prevention  Bureau,  Room  7W11,  City  Hall, 

New  Orleans,  La. 


PORT  ADVISORY  COUNCIL,  CORPUS  CHRISTI,  TEXAS 

Established  in  March  1960,  this  advisory  group,  consisting  of  the  following 
members,  holds  regular  monthly  meetings. 

Navigation    District   Engineer,    P.O.    Box    1541, 

Corpus  Christi,  Tex. 
Texas  Highway  Patrol,  P.O.  Box  5277,  Corpus 

Christi,  Tex. 
Sheriff,  P.O.  Box  1940,  Corpus  Christi,  Tex. 
Director,    Civil    Defense,    City    Hall,    P.O.    Box 

1622,  Corpus  Christi,  Tex. 
Deputy  Collector,  U.S.  Customs,  P.O.  Box  1027, 

Corpus  Christi,  Tex. 
Security    Officer,    c/o    U.S.    Naval    Air    Station, 

Corpus  Christi,  Tex. 
Public   Works,   P.O.   Box   1622,   Corpus  Christi, 

Tex. 
Central  Power  &  Light  Co.,   120  N.  Shoreline, 

Corpus  Christi,  Tex. 
Patrolman,   National  Maritime  Union,  2907  N. 

Shoreline,  Corpus  Christi,  Tex. 
Mgr.    Corpus    Christi    Refinery    Terminal    Fire 

Companv,  P.O.  Box  4162,  Corpus  Christi,  Tex. 
Cdr.  W.  A.  Mayberry,  USCG     101  Federal  Building,  Corpus  Christi,  Tex. 

Chief  of  Police,   P.O.  Box  150,   Corpus  Christi, 

Tex. 
Fire  Chief,  1401  Morgan  Street,  Corpus  Christi, 

Tex. 


Duane  Orr,  Chairman 

Capt.  Herbert  Weeks 

John  Mitchell 
Col.  Earl  Dunn 

Reuben  Traynham 

Cdr.  W.  M.  Flenniken,  USN 

Jack  Graham 

C.  R.  Kuss 

Ray  Grandy 

H.  E.  Ammerman 


R.  T.  Runyan 
John  Carlisle 


PORT  ADVISORY  COUNCIL,  HOUSTON,  TEXAS 

This  advisory  council,  organized  on  March  26,  1959,  held  meetings  on  Sep- 
tember 3  and  November  5,  1964,  and  on  January  14,  April  1,  and  May  13,  1965. 
Its  membership  follows: 


Mr.  B.  H.  Moore 

Capt.  R.  L.  Wynne 

Mr.  H.  Anderson,  Sr. 

Mr.  Robert  A.  Feltner 

Mr.  J.  E.  Ross 

Mr.  F.  V.  Thompson 

Mr.  F.  Van  Heuten 

Mr.  R.  F.  Mercer 

Mr.  C.  M.  Pogue 

Mr.  J.  L.  Henderson 

Mr.  R.  C.  Bredehoeft 
Mr.  W.  O.  Hunter 
Mr.  H.  E.  Short 
Mr.  R.  J.  Edwards 

CDR  J.  E.  Fleming 

Capt.  G.  W.  Walker 


Airfilter,  Inc,  915  W^orld  Trade  Bldg.,  Houston, 

Tex. 
American    Institute    of     Marine    Underwriters, 

RM7,  Cotton  Exch.  Bldg.,  Houston,  Tex. 
Anderson   Petroleum   Transport   Co.,    P.O.    Box 

12513,  Houston,  Tex. 
Attorney     at     Law,    914     World    Trade    Bldg., 

Houston,  Tex. 
Attorney  at  Law,  1817   Chamber  of  Commerce 

Bldg.,  Houston,  Tex. 
Biehl     Steamship     Co.,     World     Trade     Bldg., 

Houston,  Tex. 
Biehl     Steamship     Co.,     World     Trade     Bldg., 

Houston,  Tex. 
Bloomfield  Steamship  Co.,  Cotton  Exch.  Bldg., 

Houston,  Tex. 
Bloomfield     Steamship     Co.,     P.O.     Box     1450, 

Houston,  Tex. 
Champion  Paper  Co.,  P.O.  Box  872,  Pasadena, 

Tex. 
City  of  Houston,  1020  Bagby,  Houston,  Tex. 
City  of  Houston,  1020  Bagby,  Houston,  Tex. 
City  of  Houston,  61  Reisner,  Houston,  Tex. 
Coast  Guard  Auxiliary,  P.O.  Box  66689,  Houston, 

Tex. 
Coast   Guard  Houston  Station,    P.O.    Box   446, 

Galena  Park,  Tex. 
U.S.  Coast     Guard     Marine    Inspection     Office, 

7300  Wingate,  Houston,  Tex. 


EXHIBITS 


477 


CDR  W.  T.  Smith 

Mr.  J.  H.  Colby 
Mr.  H.  Cunningham 
Mr.  J.  E.  Mills 

Mr.  B.  Alford 

Mr.  A.  V.  Rifmer 

Mr.  R.  G.  Esterlein 
Mr.  David  Wilson 
Mr.  R.  S.  Reid 

Mr.  H.  V.  Conroy 

Mr.  J.  M.  Rodden 

Mr.  Vernon  Bailey 

Mr.  C.  E.  Bullock 

Mr.  C.  L.  Shuptrine 

Mr.  J.  P.  Turner 

Mr.  V.  D.  Williams 

Capt.  Bob  Leonard 

Mr.  W.  R.  Jameson 
Mr.   B.  K.  Parker,  Jr. 

Mrs.  E.  Lancaster 

Capt.  T.  II.  Bratcher 
Capt.  L.  R.  Murray,  Jr. 
Mr.  L.  J.  Fentiman 

Mr.  F.  L.  Hooper 

Mr.  T.  J.  McTaggart 

Mr.  R.  F.  Stap 

Mr.  H.  C.  Board 

Mr.  W.  G.  Wells 

Capt.  K.  H.  Eitzen 

Mr.  J.  H.  Branard 

Capt.  J.  E.  Baker 

Mr.  A.  W.  Lott 

Mr.  Lee  Throgmorton 

]Mr.  H.  Heard 

ISIr.  H.  C.  Hix 

Mr.  L.  L.  Bcal 


U.S.    Coast    Guard,    (Ret.),    6663    Fairfield    Dr., 

Houston,  Tex. 
Diamond  Alkali,  P.O.  Box  686,  Pasadena,  Tex. 
Ethyl  Corp.,  P.O.  Box  472,  Pasadena,  Tex. 
Fire  Prevention  and  Engineering  Bureau,  Suite 

204,  2903  Richmond,  Houston,  Tex. 
General  American  Tank  Storage  Co.,  P.  O.  Box 

486,  Galena  Park,  Tex. 
General    American    Tank    Storage    Co.,    Galena 

Park  Tex 
G.  &  H.  Towing,  P.O.  Box  5336,  Houston,  Tex. 
G  &  H  Towing,  509  Texas  Bldg.,  Galveston,  Tex. 
Hansen    &    Tidemann,    Inc.,    1312    Texas    Ave., 

Houston,  Tex. 
Harris    County    Defense    and    Disaster    Relief, 

413  Civil  Courts  Bldg.,  Houston,  Tex. 
Harris  County  Defense  and  Disaster  Relief,  413 

Civil  Courts  Bldg.,  Houston,  Tex. 
Harris    Countv    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris    County    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris    County    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris    County    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris    County    Navigation    District,    P.O.    Box 

2562,  Houston,  Tex. 
Harris  County  Sheriffs  Department,  300  Fannin, 

Houston,  Tex. 
Hess  Terminals,  P.O.  Box  52,  Galena  Park,  Tex. 
Houston    Barge    Lines,    Inc.,    P.O.    Box    26617, 

Houston,  Tex. 
Houston  Maritime  Association,  510  Cotton  Exch. 

Bldg.,  Houston,  Tex. 
Houston  Pilots,  510  East  Harris,  Pasadena,  Tex. 
Houston  Pilots,  6302  Gulf  Freeway,  Houston,  Tex. 
Humble    Oil    and    Refining    Co.,     508    Whiting, 

Baytown,  Tex. 
Humble  Oil  and  Refining  Co.,  P.O.   Box   1512, 

Houston,  Tex. 
Humble  Oil  and  Refining  Co.,   P.O.   Box   1512, 

Houston,  Tex. 
Humble  Oil  and  Refining  Co.,   P.O.   Box   1512, 

Houston,  Tex. 
International  Longshoremen's    Association,  7524 

Avenue  N,  Houston,  Tex. 
International  Longshoremen's    Association,  7811 

Harrisburg,  Houston,  Tex. 
Keystone  Shipping   Co.,    2407   Sieber,    Houston, 

Tex. 
Long   Reach   Docks,    P.O.    Box   2588,    Houston, 

Tex. 
Lykes  Brothers  Steamship  Co.,  P.O.  Box  1243, 

Houston,  Tex. 
Lykes  Brothers  Steamship  Co.,  P.O.  Box  1243, 

Houston,  Tex. 
Lykes  Brothers  Steamship  Co.,  P.O.   Box   1243, 

Houston,  Tex. 
Manchester    Terminal    Corp.,    P.O.    Box    52278, 

Houston,  Tex. 
Manchester    Terminal    Corp.,    P.O.    Box    52278, 

Houston,  Tex. 
Marine    Office    of    America,     811     Westheimer 

Houston,  Tex. 
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Mr.  Hardin  Ellis 

Mr.  V.  P.  Piana 

Mr.  W.  D.  Farnsworth 

Mr.  T.  J.  Bryant 

Mr.  Russel  Brierly 

Mr.  H.  C.  Blaylock 
Mr.  L.  Grossheim 
Mr.  R.  K.  Perkins 
Capt.  C.  Rykiel 

Mr.  Ray  Garrigus 
Mr.  John  Byrnes 
Mr.  P.  E.  Kuntz 

Mr.  O.  D.  Nesmith 

Col.  J.  E.  Unverferth 

Mr.  E.  G.  White 

Mr.  W.  II.  McNeil 
Mr.  J.  F.  Kanapaux 

Mr.  F.  T.  Fendley,  Jr. 

Mr.  William  Robb 

RULES  OF 

This  panel,  established  on 
maritime  industry  concernin 
known  to  the  Coast  Guard. 
26  and  27,  1965,  follows: 
Rear  Commander  Norris  C. 

Barnard 
Captain  Charles  A.  Blocher 

Mr.  Braxton  B.  Carr 

Mr.  Ralph  E.  Casey 

Mr.  Joseph  E.  Choate 

Captain  Ernest  A.  Clothier 

Mr.  Ralph  B.  Dewey 

Mr.  W.  Mahlon  Dickerson 
Mr.  Nicholas  J.  Healy,  III, 

Chairman 
Vice  Admiral  James  A. 

Hirshfield 
Mr.  II.  K.  Rigg 

Mr.  Lloyd  W.  Sheldon 


Marine    Office    of     America,     811     Westheimer, 

Houston,  Tex. 
PhiUips  Petroleum  Co.,  P.O.  Box  792,  Pasadena 

Tex. 
National  Cargo  Bureau,  903  World  Trade  Bldg., 

Houston,  Tex. 
Port  Houston  Shipyards,   Inc.,   P.O.   Box   2065, 

Houston,  Tex. 
Rutherford   &    Brierly    Marine    Surveyors,    8102 

DeLeon,  Houston,  Tex. 
Shell  Oil  Co.,  P.O.  Box  100,  Deer  Park,  Tex. 
Shell  Oil  Co.,  P.O.  Box  100,  Deer  Park,  Tex. 
Signal  Oil  Co.,  P.O.  Box  5008,  Houston,  Tex. 
Sinclair  Refining  Co.,  P.O.  Box  2451,  Houston, 

Tex. 
Tenneco  Oil  Co.,  P.O.  Box  2511,  Houston,  Tex. 
Tenneco  Oil  Co.,  P.O.  Box  2511,  Houston,  Tex. 
Texas  Transport   and   Terminal   Co.,    Inc.,    711 

Fannin,  Houston,  Tex. 
United  States  Army  Engineers,  P.O.  Box  1229, 

Galveston,  Tex. 
United  States  Army  Engineers,  P.O.  Box  1229, 

Galveston,  Tex. 
U.S.  Department  of  Labor,  515  Rusk,  Houston, 

Tex. 
U.S.  Gypsum  Co.,  P.O.  Box  25,  Galena  Park,  Tex. 
U.S.  Salvage  Association,  3400  Montrose,  Hous- 
ton, Tex. 
W.  D.  Iladen  Company,  P.O.  Box  5217,  Houston, 

Tex. 
Young  &  Co.,  1402  70th  Street,  Houston,  Tex. 

THE  ROAD  COORDINATING  PANEL 

December  14,  1960,  assures  that  the  positions  of  the 

g  proposals  affecting  the  Rules  of  the  Road  are  made 

The  membership  of  this  Panel,  which  met  on  May 

General  Safety  Committee,  United  States  Power 

Squadrons,  Westfield,  N.J. 
Admiralty  Division,  Office  of  the  Judge  Advocate 

General,  Navy  Department,  Washington,  D.C. 
President,  American  Waterways  Operators,  Inc., 

Washington,  D.C. 
President,  American  Merchant  Marine  Institute, 

New  York,  N.Y. 
National  Association  of  Engine  &  Boat   Mfrs., 

New  York,  N.Y.     Also,  Chairman,  Motorboat 

&  Yacht  Advisory  Panel. 
President,  American  Pilots'   Association,    Wash- 
ington, D.C. 
President,    Pacific    American    Steamship    Assn., 

San  Francisco,  Calif. 
Browne,  Hyde  &  Dickerson,  New  York,  N.Y. 
President — Maritime     Law     Association,      New 

York,  N.Y. 
President,  Lake  Carriers'  Association,  Cleveland, 

Ohio. 
Chairman,  National  Assn.  of  Boating  Magazines, 

c/o  Skipper  Magazine,  Annapolis,  Md. 
President,  International  Organization  of  Masters, 

Mates  and  Pilots,  New  York,  N.Y. 
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SHIP  STRUCTURE  COMMITTEE 

This  Committee  was  established  by  memorandum  dated  July  26,  1946,  from 
the  Secretary  of  the  Treasury  to  the  Commandant  of  the  U.S.  Coast  Guard. 

The  functions  of  the  Committee  are  to  conduct  a  research  program  to  improve 
the  hull  structures  of  ships  and  to  integrate  and  interpret  the  results  to  all  member 
agencies.  This  information  is  then  distributed  to  all  persons  interested  in  the 
building  and  operating  of  ships. 

Members  of  the  Committee,  which  met  in  fiscal  1965  on  December  1  and 
April  22,  were  as  follows: 


Rear  Admiral  John  B.  Oren, 

USCG,  Chairman 
Rear  Admiral  J.  A.  Brown, 

USN 

Captain  P.  E.  Shetenhelm, 

USN 
E.  M.  MacCutcheon 


D.  B.  Bannerman,  Jr. 

Lt.  Comdr.  Richard  Nielsen, 
Jr. 


Chief,  Office  of  Engineering,  USCG  Head- 
quarters, Washington,  D.C. 

Assistant  Chief,  Bureau  for  Design,  Shipbuild- 
ing, and  Fleet  Maintenance,  Bureau  of  Ships, 
Navy  Department,  Washington,  D.C. 

Maintenance  and  Repair  Officer,  MSTS,  Navy 
Department,  Washington,  D.C. 

Chief,  Office  of  Research  and  Development, 
Maritime  Administration,  Department  of  Com- 
merce, Washington,  D.C. 

Vice  President,  American  Bureau  of  Shipping, 
New  York,  N.Y. 

Technical  Staff,  Office  of  Engineering,  USCG 
Headquarters,  Washington.  D.C. 


U.S.  LOAD  LINES  COMMITTEE 

The  U.S.  Load  Lines  Committee,  established  on  August  20,  1958,  is  assisting 
in  the  preparation  of  the  U.S.  position  on  load  line  matters  for  an  international 
conference  on  revisions  to  the  International  Load  Line  Convention,  1930.  The 
Committee,  appointed  by  the  Commandant,  consists  of  members  nominated  by 
groups  from  the  shipping  industry  as  well  as  representation  from  allied  Government 
agencies.  This  advisory  group,  made  up  of  the  members  listed  below,  met  in 
fiscal  1965  on  April  14. 


David  B.  Bannerman,  Jr., 
Chairman 

Lt.  Comdr.  John  G.  Beebe- 
Center,  Jr.,  USCG,  Admin- 
istrative Secretary 

Captain  David  Baer 


William  A.  Baker 
Captain  R.  L.  Bigler 

A.  F.  Cooperman 
D.  A.  Groh 


Ralston  Hayden 
C.  E. Iloch 


D.  L.  Butts 
C.  R.  Jones 
Hubert  Kempel 
Willey  E.  Magee 


Vice   President -Technical,    American   Bureau   of 

Shipping,  New  York,  N.Y. 
Merchant  Marine  Technical  Branch,  Third  Coast 

Guard  District,  New  York,  N.Y. 

Association  of  American  Ship  Owners,  Assistant 
Vice  President,  Maritime  Overseas  Corp.,  New 
York,  N.Y. 

Shipbuilders  Council  of  America,  10  Rice  Street, 
Hingham,  Mass. 

Pacific  American  Tankship  Association,  Oper- 
ations Manager,  California  Shipping  Co., 
Perth  Amboy,  N.J. 

U.S.  Weather  Bureau,  Office  of  Climatology, 
Washington,  D.C. 

Lake  Carriers'  Association,  Interlake  Steamship 
Co.,  Cleveland,  Ohio 

American  Bureau  of  Shipping,  New  York,  N.Y. 

Military  Sea  Transportation  Service,  Deputy 
Head,  Maintenance  and  Repair  Office,  Depart- 
ment of  the  Navy,  Washington,  D.C. 

American  Merchant  Marine  Institute,  Naval 
Architect,  Marine  Department,  Texaco,  Inc., 
New  York,  N.Y. 

Pacific  American  Steamship  Association,  Assist- 
ant Operations  Manager,  Weyerhauser  Steam- 
ship Co.,  New  York,  N.Y. 

Military  Sea  Transportation  Service,  Head, 
Technical  Branch,  Department  of  the  Navy, 
Washington,  D.C. 

U.S.  Coast  Guard,  Chief,  Hull  Scientific  Branch, 
USCG  Headquarters,  Washington,  D.C. 
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Bureau  of  Customs,  Deputy  Commissioner, 
Division  of  Marine  Administration,  Treasury 
Department,  Washington,  D.C. 

Vice  President,  Moran  Towing  and  Transporta- 
tion Co.,  New  York,  N.Y. 

American  Petroleum  Institute,  Director,  Division 
of  Transportation,  Washington,  D.C. 

U.S.  Coast  Guard,  Teclmical  Assistant  to  Chief. 
MMT  Division,  USCG  Headquarters,  Wash- 
ington, D.C. 

Maritime  Administration,  Deputy  Chief,  Office 
of  Sliip  Construction,  Department  of  Com- 
merce, Washington,  D.C. 

American  Merchant  Marine  Institute,  Assistant 
Manager,  Naval  Architecture,  Ore  Navigation 
Corp.,  New  York,  N.Y. 

Lake  Carriers'  Association,  Shenango  Furnace 
Co.,  Cleveland,  Ohio 

Shipbuilders  Council  of  America,  Chief,  Hull 
Technical  Department,  Newport  News  S/B 
and  D/D  Co.,  Newport  News,  Va. 

Webb  Institute  of  Naval  Architecture,  Glen 
Cove,  Long  Island,  N.Y. 

Chief,  International  Maritime  Safety  Coordinat- 
ing Staff,  USCG  Headquarters,  Washington, 
D.C. 

Assistant  Chief,  Office  of  Merchant  Marine 
Safety,  USCG  Headquarters,  Washington,  D.C. 

American  Institute  of  Marine  Underwriters,  U.S. 
Salvage  Association,  Inc.,  New  York,  N.Y. 

Society  of  Naval  Architects  and  Marine  Engi- 
neers, Scarsdale,  N.Y. 

U.S.  Salvage  Association,  Inc.,  New  York,  N.Y. 

U.S.  Naval  Oceanographic  Office,  Director, 
Maritime  Safety  Division,  Suitland,  Md. 

National  Cargo  Bureau,  Chief  Surveyor,  New 
York,  N.Y. 

American  Institute  of  Marine  Underwriters, 
President,  Atlantic  Mutual  Insurance  Co., 
New  York,  N.Y. 

WESTERN  RIVERS  PANEL 

The  Western  Pavers  Panel,  formed  on  March  12,  1943,  advises  on  the  various 
aspects  of  shipping  on  the  western  rivers  system.  The  increase  in  bulk  cargo 
shipments  by  barge  and  the  technological  advances  in  this  method  of  transporta- 
tion require  the  continued  advice  of  this  panel  to  ensure  safety  of  fife  and  property 
on  the  inland  waterways. 

The  panel,  consisting  of  the  members  listed  below,  met  on  August  19,  1964. 

Braxton  B.  Carr,  Chairman         The     American     Waterways     Operators,     Inc., 

Washington,  D.C. 
President,    Anderson    Petroleum   Transportation 

Co.,  Houston,  Tex. 
Chairman    of   the    Board,    Sabine    Towing    and 

Transportation  Co.,  Inc.,  Port  Arthur,  Tex. 
Vice    President,    Canal    Barge    Co.,    Inc.,    New 

Orleans,  La. 
President,    Brent   Towing  Co.,   Inc.,    Greenville. 

Miss. 
Consultant  and   Chairman  of  the   Management 

Committee,  Ingram  Barge  Co.,  New  Orleans, 

La. 
Vice  President  of  Operations,    National  Marine 

Service,  Inc.,  Hartford,  111. 
Marine    Superintendent,    Federal    Barge    Lines, 

Inc.,  St.  Louis,  Mo. 


R.  V.  Mclntyre 

H.  C.  Moore 

B.  A.  Lord 

J.  B.  Robertson,  Jr. 

V.  L.  Russo 

H.  J.  Saalwachter 

C.  S.  Smith 
J.  L.  Stevens 

E.  V.  Lewis 

Captain  A.  H.  McComl),  Jr., 
USCG 

Captain  B.  D.  Shoemaker,  Jr., 

USCG 
J.  R.  Lindgren 

Edwin  L.  Stewart 

H.  S.  Townsend 
W.  G.  Watt 

Captain  H.  J.  Parker 

M.  F.  York 


Harry  W.  Anderson 
Munger  T.  Ball 
J.  Clarke  Berry 
Jesse  E.  Brent 
Ruel  E.  Bridges 

W.  A.  Creelman 
B.  O.  Caplener 
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Captain  John  L.  Cathey 

Gale  H.  Chapman 

Bailey  T.  DeBardeleben 
W.  B.  Foute 

Robert  L.  Gray 

Robert  H.  Hertzberg 

Gresham  Hougland 

Captain  Robert  B.  McCulloch 

\V.  L.  McElroy 

D.  L.  Mechling 

William  K.  Nestor 

Alvan  D.  Osbourne 

Bert  C.  Puncey,  Jr. 
C.  W.  Rushing 

Frank  P.  SiUiman 

Arnold  Sobel 

M.  F.  Spellacy 

Captain  Roy  Strockfus 

J.  W.  Weaver 

Captain  Jack  D.  Wofford 


Vice  President-Operations,  Crounse  Corp., 
Paducah,  Ky. 

Vice  President,  Upper  Mississippi  Towing  Corp., 
Minneapohs,  Minn. 

Coyle  Lines  Inc.,  New  Orleans,  La. 

Vice  President,  Mid-South  Towing  Co.,  St. 
Louis,  Mo. 

Manager,  River  Operations,  Ashland  Oil  and 
Refining  Co.,  Inc.,  Ashland,  Ky. 

Marine  Superintendent,  Cargo  Carriers,  Inc., 
Minneapolis,  Minn. 

Vice  President,  Hougland  Barge  Line,  Inc., 
Paducah,  Ky. 

Port  Captain,  The  Ohio  River  Co.,  Huntington, 
W.  Va. 

Vice  President,  Warrior  and  Gulf  Navigation  Co., 
Chickasaw,  Ala. 

A.  L.  Mechhng  Barge  Lines,  Inc.,  New  Orleans, 
La. 

Vice  President-Operations,  Aitow  Transportation 
Co.,  Sheffield,  Ala. 

Vice  President-Operations,  L^nion  Barge  Line 
Corp.,  Pittsburgh,  Pa. 

Anoka  Boat  and  Towing  Co.,  Inc.,  Hughes,  Ark. 

Manager,  Missouri  Barge  Line  Co.,  Cape  Girar- 
deau, Mo. 

President,  Hillman  Transportation  Co.,  Pitts- 
burgh, Pa. 

Vice  President,  Material  Service  Division,  Gen- 
eral Dynamics  Corp.,  Chicago,  111. 

Manager,  Marine  Division,  Inland  Waterways 
Department,  Humble  Oil  and  Refining  Co., 
Houston,  Tex. 

President,  Streckfus  Steamers,  Inc.,  St.  Louis, 
Mo. 

Standard  Oil  Co.  (Kentucky),  Louisville,  Ky. 

American  Commercial  Barge  Line  Co.,  Jefferson- 
ville,  Ind. 
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TABLES 

Note. — Details  of  figures  may  not  add  to  totals  because  of  rounding. 


Bases  of  Tables 

The  figures  in  this  report  are  shown  on  the  basis  of:  (a)  The  Daily  Statement 
of  the  United  States  Treasury;  (b)  the  Monthly  Statement  of  Receipts  and  Expendi- 
tures of  the  United  States  Government;  (c)  warrants  issued;  (d)  pubhc  debt  accounts ; 
and  (e)  administrative  accounts  and  reports.  Where  no  basis  is  indicated,  the 
figures  are  derived  from  administrative  reports  prepared  according  to  various 
specifications.  Where  more  than  one  basis  is  used  in  a  single  table  covering  a 
period  of  years,  the  date  of  the  change  in  basis  is  stated.  The  term  "security," 
wherever  used  in  the  various  tables,  means  any  obligation  issued  pursuant  to  law  for 
valuable  consideration  and  includes  bonds,  notes,  certificates  of  indebtedness, 
debentures,  and  other  evidences  of  indebtedness. 

Following  are  general  explanations  of  the  various  bases.  For  background  on 
the  first  two  bases  (the  daily  and  monthly  statements)  see  exhibits  69,  70,  and  71 
in  the  1954  annual  report;  and  for  the  third  (warrants  issued)  see  1962  annual 
report,  page  502. 

Daily  Statement  of  the  United  States  Treasury 

The  daily  Treasury  statement  was  the  basis  for  receipts,  expenditures,  and  the 
resulting  surplus  or  deficit  shown  in  this  report  for  the  fiscal  years  1916-52,  and 
from  1916  to  present  it  has  been  the  basis  for  much  of  the  public  debt  data  and  all 
of  the  figures  on  the  account  of  the  Treasurer  of  the  United  States.  Since  1916 
the  daily  statement  has  been  based  on  bank  transcripts  (summarizing  charges 
for  checks  paid  and  credits  for  deposits  on  the  books  of  the  banks)  cleared  and 
processed  through  the  accounts  of  the  Treasurer's  oflBce  in  Washington.  Tele- 
graphic reports  are  used  to  provide  more  timely  data  for  certain  major  types  of 
information  pending  receipt  of  the  bank  transcripts.  For  the  fiscal  years  1946-52, 
expenditures  for  agencies  using  the  facilities  of  the  Treasury  Department's 
Division  of  Disbursement  were  shown  on  the  basis  of  reports  of  checks  issued. 
Total  expenditures,  however,  as  well  as  expenditures  for  the  military  departments 
and  other  agencies  using  their  own  disbursing  facilities,  were  on  the  basis  of  bank 
transcripts  cleared. 

During  the  time  it  served  as  the  basis  for  the  budget  results,  the  daily  statement 
covered  certain  transactions  processed  through  commercial  bank  accounts  held 
in  the  name  of  Government  officers  other  than  the  Treasurer  of  the  United  States, 
and  included  intragovernmental  and  other  noncash  transactions.  The  present 
daily  Treasury  statement  reports  the  status  of  the  Treasurer's  account  and  sum- 
marizes the  various  transactions  representing  deposits  and  withdrawals  in  that 
account,  excluding  noncash  transactions  (with  minor  exceptions)  and  transac- 
tions involving  cash  held  outside  the  Treasurer's  account.  Only  a  limited  number 
of  deposit  and  withdrawal  classifications  are  shown.  These  data  do  not  purport 
to  represent  budget  results. 

Monthly  Statement  of  Receipts  and   Expenditures  of  the  United    States  Gov- 
ernment 

Beginning  with  the  figures  for  the  fiscal  year  1953,  this  monthly  statement 
replaced  the  daily  statement  as  the  primary  source  of  administrative  budget 
results  (surplus  or  deficit)  and  other  receipt  and  expenditure  data  classified  by 
type  of  account.  This  statement  shows  all  receipts  and  expenditures  of  the 
Government  including  those  made  from  cash  accounts  held  outside  the  Treasurer's 
account.  The  information  in  the  monthly  statement  is  based  on  the  central 
accounts  relating  to  cash  operations  (see  "Description  of  Accounts  Relating  to 
Cash  Operations,"  below). 

Warrants  issued 

Receipt  and  expenditure  data  shown  for  fiscal  years  before  1916  were  taken 
from  reports  based  on  warrants  issued. 

For  receipts,  covering  warrants  were  prepared  from  certificates  of  deposit 
mailed  to  the  Treasury,  principally  by  Government  depositaries,  showing  de- 
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posits  received.  The  figures  thus  compiled  were  on  a  "warrants-issued"  basis. 
Since  these  certificates  did  not  reach  the  Treasury  simultaneously,  all  receipts  for 
a  fiscal  year  could  not  be  covered  into  the  Treasury  by  warrant  of  the  Secretary 
immediately  upon  the  close  of  the  fiscal  year.  Therefore,  certain  certificates  of 
deposit  representing  amounts  deposited  during  one  fiscal  year  were  reported  as 
the  next  year's  receipts. 

Reports  of  expenditures  were  based  on  the  amount  of  accountable  and  settle- 
ment warrants  issued  and  charged  to  appropriation  accounts.  Since  accountable 
warrants  covered  advances  to  disbursing  officers,  rather  than  actual  payments, 
reported  expenditures  necessarily  included  the  changes  in  balances  of  funds 
remaining  unexpended  to  the  credit  of  disbursing  officers  at  the  close  of  the  fisca 
year. 

Public  debt  accounts 

The  figures  reported  on  this  basis  represent  transactions  which  have  been 
audited  by  the  Bureau  of  the  Public  Debt.  It  is  sometimes  several  months  after 
a  financing  operation  before  all  the  transactions  have  been  reported  and  audited. 
Therefore,  the  public  debt  figures  on  this  basis  differ  from  those  reported  in  the 
daily  Treasury  statement  since  the  latter  consist  of  transactions  cleared  through 
the  Treasurer's  account  during  the  reporting  period  (see  explanation  under 
"Daily  Statement  of  the  United  States  Treasury,"  above).  A  reconcihation  of 
figures  on  the  two  bases  is  given  in  table  35. 

Administrative  accounts  and  reports 

Certain  tables  in  this  report  are  developed  from  the  accounts,  records,  and 
reports  of  the  administrative  agencies  concerned,  which  may  be  on  various  bases. 
These  tables  include  internal  revenue  collections,  customs  statistics,  foreign  cur- 
rency transactions  in  the  accounts  of  the  Secretary  of  the  Treasury,  and  balance 
sheets,  statements  of  income  and  expense,  and  source  and  application  of  funds  of 
public  enterprise  funds. 

Description  of  Accounts  Relating  to  Cash  Operations 

The  classes  of  accounts  maintained  in  connection  with  the  cash  operations  of 
the  Federal  Government,  exclusive  of  public  debt  operations,  include:  (1)  The 
accounts  of  fiscal  officers  or  agents,  collectively,  who  receive  money  for  deposit  in 
the  U.S.  Treasury  or  for  other  authorized  disposition  or  who  make  disbursements 
by  drawing  checks  on  the  Treasurer  of  the  United  States  or  by  effecting  payments 
in  some  other  manner;  (2)  the  accounts  of  administrative  agencies  which  classify 
receipt  and  expenditure  (disbursement)  transactions  according  to  the  individual 
receipt,  appropriation,  or  fund  account;  and  (3)  the  accounts  of  the  Treasurer  of 
the  United  States  whose  office,  generally  speaking,  is  responsible  for  the  receipt 
and  custody  of  money  deposited  by  fiscal  officers  or  agents,  for  the  payment  of 
checks  drawn  on  the  Treasurer,  and  the  payment  of  public  debt  securities  re- 
deemed. A  set  of  central  accounts  is  maintained  in  the  Treasury  Department 
for  the  purpose  of  consolidating  financial  data  reported  periodically  from  these 
three  sources  in  order  to  present  the  results  of  cash  operations  in  central  financial 
reports  on  a  unified  basis  for  the  Government  as  a  whole,  and  as  a  means  of 
internal  control. 

The  central  accounts  relating  to  cash  operations  disclose  monthly  and  fiscal 
year  information  on:  (1)  The  Government's  receipts  by  principal  sources,  and 
its  expenditures  according  to  the  different  appropriations  and  other  funds  in- 
volved; and  (2)  the  cash  transactions,  classified  by  types,  together  with  certain 
directly  related  assets  and  liabilities  which  underlie  such  receipts  and  expenditures. 
The  accounting  for  receipts  is  substantially  on  the  basis  of  collections  (i.e.  as  of 
the  time  cash  receipts  are  placed  under  accounting  control),  and  that  for  expendi- 
tures is  substantially  on  the  basis  of  checks  issued  (and  cash  payments  made) 
except  that  since  June  1955  interest  on  the  pubhc  debt  has  been  on  an  accrual 
basis.  The  structure  of  the  accounts  provides  for  a  reconciliation,  on  a  firm 
accounting  basis,  between  the  published  reports  of  receipts  and  expenditures  for 
the  Government  as  a  whole  and  changes  in  the  Treasurer's  cash  balance  by  means 
of  such  factors  as  checks  outstanding,  deposits  in  transit,  and  cash  held  outside 
the  Treasury.  Within  the  central  accounts,  receipt  and  expenditure  accounts 
are  classified  as  described  in  the  following  paragraphs. 

Administrative  budget  accounts 

General  fund  accounts. — General  fund  receipt  accounts  are  credited  with  all 
receipts  which  are  not  earmarked  by  law  for  a  specific  purpose.     General  fund 
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receipts  consist  principally  of  internal  revenue  collections,  which  include  income 
taxes,  excise  taxes,  estate,  gift,  and  employment  taxes.  The  remainder  consist 
of  customs  duties  and  a  large  number  of  miscellaneous  receipts,  including  fees 
for  permits  and  licenses;  fines,  penalties,  and  forfeitures;  interest  and  dividends; 
rentals;  royalties;  sale  of  Government  property;  and  seigniorage.  General  fund 
expenditure  accounts  are  established  to  record  amounts  appropriated  by  the 
Congress  to  be  expended  for  the  general  support  of  the  Government. 

Special  fund  accounts. — Special  fund  accounts  are  credited  with  receipts 
from  specific  sources  which  are  earmarked  by  law  for  a  specific  purpose,  but 
which  are  not  generated  from  a  cycle  of  operations. 

Revolving  fund  accounts. — These  are  funds  authorized  by  specific  provisions  of 
law  to  finance  a  continuing  cycle  of  operations  in  which  expenditures  generate 
receipts,  and  the  receipts  are  available  for  expenditure  without  further  action 
by  Congress.  They  are  classified  as  (a)  public  enterprise  funds  where  receipts 
come  primarily  from  sources  outside  the  Government  and  (b)  intragovernmental 
funds  where  receipts  come  primarily  from  other  appropriations  or  funds.  Treas- 
ury reports  generally  show  the  net  effect  of  operations  (excess  of  disbursements 
or  collections  and  reimbursements  for  the  period)  on  the  administrative  budget 
surplus  or  deficit. 

Management  fund  accounts  {including  consolidated  working  funds). — These 
are  working  fund  accounts  authorized  by  law  to  facilitate  accounting  for  and 
administration  of  intragovernmental  activities  (other  than  a  continuing  cycle 
of  operations)  which  are  financed  by  two  or  more  appropriations. 

Other  accounts 

Trust  fund  accounts. — These  are  accounts  maintained  to  record  the  receipt 
and  expenditure  of  moneys  held  in  trust  by  the  Government  for  use  in  carrying 
out  specific  purposes  or  programs  in  accordance  with  the  terms  of  a  trust  agree- 
ment or  statute.  The  receipts  of  many  trust  funds,  especially  the  major  ones, 
to  the  extent  not  needed  for  current  payments,  are  invested  in  public  debt  securi- 
ties and  other  Government  agency  securities.  Generally,  trust  fund  accounts 
consist  of  separate  receipt  and  expenditure  accounts,  but  when  the  trust  corpus 
is  established  to  perform  a  business-type  operation,  the  fund  entity  is  called  a 
"trust  revolving  fund"  and  a  combined  receipt  and  expenditure  account  is  used. 

Deposit  fund  accounts. — Deposit  funds  are  combined  receipt  and  expenditure 
accounts  established  to  account  for  receipts  that  are  either  (a)  held  in  suspense 
temporarily  and  later  refunded  or  paid  into  some  other  fund  of  the  Government 
upon  administrative  or  legal  determination  as  to  the  proper  disposition  thereof, 
or  (b)  held  by  the  Government  as  banker  or  agent  for  others  and  paid  out  at  the 
direction  of  the  depositor. 
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Summary  of 


Table  1. — Summary  of  fiscal  operations, 
[On  basis  of  daily  Treasury  statements  through  1952;  thereafter  on  basis  of  "Monthly  Statement 


Fiscal  year 

or 

month 


1940... 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948' 

1949' 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1964-JuIy-- 

Aug.-.. 

Sept_-. 

Oct—- 

Nov... 

Dec... 
1965-Jan._. 

Feb... 

Mar... 

Apr  _- 

May__ 

June.- 


Administrative  budget  receipts  and 
expenditures 


Net  receipts  2 


$5, 137, 

7,  095, 

12,  546, 

21, 947, 

43,  562, 

44,  362, 
39, 649, 
39, 677, 
41,  374, 
37, 662, 
36,  421, 
47, 480, 
61,  286, 
64,  670, 
64, 420, 
60,  208, 
67, 849, 
70,  561, 
68,  549, 
67, 915, 
77,  763, 
77, 659, 
81,409 
86, 376 
89, 458, 
93,  071, 

3,  486, 

6,  653, 
10,071 

3, 398, 

7,  036, 

8,  856, 
5, 642, 

7,  517, 
11, 188, 

8,  548, 
7,  267, 

13, 404, 


249,  771 
676, 052 
618,  755 
283, 157 
609, 460 
020, 944 
870, 986 
167, 024 
701,989 
972, 939 
934,  577 
067,  075 
560, 916 
584, 424 
034, 061 
508, 692 
951,339 
886, 113 
720,  044 
348, 624 
460,  221 
424, 906 
092, 073 
210, 348 
664, 072 
796,  892 
850,  788 
126, 843 
897,  921 
194,410 
605,  028 
423,  523 
184,  681 
643, 441 
337,  522 
884,  214 
581, 177 
067, 344 


Expenditures' 


$9, 055, 
13,  254, 
34, 036, 
79, 367, 
94, 986, 

98. 302, 
60, 326, 
38, 923, 
32, 955, 
39, 474, 
39,  544, 
43, 970, 

65. 303, 
74, 119, 
67,  537 
64, 388, 
66,  224, 
68, 966, 
71, 369, 
80, 342, 
76,  539, 
81,51,5, 
87,  786, 
92, 641, 
97, 684, 
96.  506, 

7,  409, 

8,  082, 
8, 449, 
8, 328, 

7,  051, 

8,  770, 

7,  67.5, 
7, 146, 
8, 139, 

8,  268, 
8,115. 

9,  069, 


268, 931 
948, 411 
861, 487 
713,  522 
002,  002 
937,  069 
041,595 
379, 364 
232, 145 
412,987 
036, 935 
284,  450 
201,  294 
797, 882 
000, 317 
737, 614 
397, 935 
314,  562 
174, 086 
335, 375 
412,  799 
167, 454 
766,  581 
797,  059 
374, 795 
904,  210 
814,216 
658,  540 
691, 325 
598,  594 
330,  313 
331.865 
623.  231 
047.  051 
187,  691 
417,  023 
642,  874 
561,  488 


Surplus,  or 
deficit  (— ) 


-$3,918, 
-6, 159, 
-21,490, 
-57,420, 
-51,423, 
-53,940, 
-20,676, 
753, 

8,419, 
-1,811, 
-3, 122, 

3,  509, 
-4,016, 
-9, 449, 
-3,116, 
-4, 180, 

1,625, 

1,  595, 
-2,819, 
-12,426, 

1,  224, 
-3, 855, 
-6,377, 
-6,  265, 
-8,  225, 
-3.  435, 
-3, 922, 
-1,429, 

1,  622. 

-4, 930, 

-14, 

86. 

-2,  033, 

371, 

3,  049, 
280, 

-848. 

4, 334, 


019, 161 
272, 358 
242, 732 
430, 365 
392, 541 
916, 126 
170, 609 
787, 660 
469, 844 
440, 048 
102, 357 
782, 624 
640, 378 
213, 457 
966,  256 
228, 921 
553, 403 
571,  550 
454, 041 
986,  751 
047, 422 
742,  548 
674,  508 
586,711 
710,  723 
107,319 
963, 428 
.531, 698 
206,  597 
404. 184 
725, 284 
091,  658 
4.38, 550 
596. 390 
149. 831 
467, 191 
061,  698 
505,  856 


Trust 
and  other 
transactions, 
net  receipts, 
or  expendi- 
tures (— )  * 


$442,  538, 143 

907,  790,  781 

-1,612,785,695 

-337,  796, 138 

-2,221,918,654 

791,  293, 666 

-523,587,210 

-1,102,524,942 

-294,342,662 

-494, 733, 365 

99, 137, 360 

679,  223, 478 

147, 077,  201 

434, 671, 979 

327,  762, 083 

231,  296, 942 

-193,580,583 

194, 731, 536 

632,  513, 036 

-328, 663, 331 

-49.  526,  275 

-602,  403, 079 

435, 641,  579 

96,  541, 467 

550, 608, 332 

426,  395, 153 

-40.  431,  567 

65,  622,  319 

-129,945,464 

365,  593,  506 

171, 302,  629 

-188,192,878 

64, 487, 372 

193,  493,  516 

146,105,285 

972,  21,5,  921 

-576,990,2,52 

-616,  865,  234 


Clearing 
account ' 


$554, 706, 981 

-507,106,039 

366, 441, 900 

482, 656, 886 

-214,140.135 

-401,389,312 

-249,920,729 

-303, 126, 484 

283,  518,  269 

521,955,153 

-522,892,840 

530,  045, 771 

-5,750,464 

-145,025.682 

507, 346, 821 

448,  422, 413 

196,  017, 584 

741,391,176 

-977.  7,54. 134 

-392.913,531 

-902,  575,  244 

387,  461, 160 

41,  350,  926 

-595,  278,  204 

-160.851,769 

376, 815, 299 

-268,106.316 

279,  457,  457 

-7,510,759 

243, 649,  033 

20,  747, 814 


Public  debt, 

net  Increase, 

or  decrease 

(-) 


$2,  527, 

5, 993, 

23, 461, 

64,  273, 

64, 307, 

57, 678, 

10,  739, 

-11, 135, 

-5,994, 

478, 

4,  586, 
-2,135, 

3, 883, 
6, 965, 
5, 188, 
3,114, 

-1,623. 

-2,  223, 
5,816, 
8, 362, 
1, 624, 
2, 640, 
9,  229, 
7, 658, 
5, 853, 

5,  560, 
-529, 
2, 906. 
1,  520, 

25, 

2, 8.51, 

-545, 

42, 

1,  899, 

-2,  186, 

-1,139, 

2, 660, 

-1,943, 


998, 627 
912,498 
001, 581 
645,  214 
296, 891 
800, 189 
911,763 
716, 065 
136,  596 
113,347 
992, 491 
375,  536 
201,970 
882, 853 
537, 469 
623, 694 
409, 153 
641, 752 
045, 849 
689, 332 
853, 770 
177, 762 
884, 111 
810,  276 
266,  261 
999,  726 
853,  048 
152,  686 
315, 360 

679,  775 
096,  281 
817,  594 

265. 130 
792,  785 
012, 144 

874. 131 
934, 888 

680,  262 


1  Public  debt  includes  debt  Incurred  to  finance  expenditures  of  wholly  owned  Government  corporations 
and  other  business-type  activities  m  exchange  for  which  securities  of  the  corporations  and  activities  were 
issued  to  the  Treasury.     (See  table  110.) 

2  Total  receipts  less  refunds  of  receipts  and  less  transfers  of  tax  receipts  to  certain  major  trust  accounts 
(as  shown  in  table  3).  Excludes  certain  interfund  transactions  (also  excluded  from  expenditures).  See 
footnote  3. 

3  Expenditures  are  net  after  allowance  for  reimbursements  to  appropriations,  receipts  of  revolving  fund 
accounts,  and  receipts  credited  to  disbursing  accounts  of  corporations  and  agencies  having  authority  to  use 
collections  without  formal  covering  into  the  Treasury.  The  figures  include  transfers  to  trust  accounts. 
Beginning  with  1951,  the  net  investments  by  wholjy  owned  Government  corporations  and  agencies  in 
public  debt  securities  are  excluded  from  budget  expenditures  and  included  in  trust  and  other  transactions. 
The  expenditure  figures  also  exclude  public  debt  retirements  chargeable  to  the  sinking  fund,  etc.,  under 
special  provisions  of  law.  Effective  July  1,  1948,  payments  to  the  Treasury,  principaUy  by  wholly  owned 
Government  corporations,  for  retirement  of  capital  stock  and  disposition  of  earnings  are  excluded  from 
both  receipts  and  expenditures.  Prior  year  adjustments  of  such  payments  are  shown  in  the  1958  annual 
report,  p.  396,  table  2,  footnote  3.  Certain  interfund  transactions  are  excluded,  as  from  net  receipts.  For 
interfund  transactions  excluded  from  both  net  budget  receipts  and  expenditures,  see  1961  annual  report  pp. 
450-457,  and  table  8,  this  report. 
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Fiscal  Operations 


fiscal  years  1940-65  and  monthly  1965 

of  Receipts  and  Expenditures  of  the  United  States  Government,"  see  "Bases  of  Tables"] 


Balance  In 

Amount,  end  of  period 

account  of  the 

Debt  outstanding  i 

Treasurer  of  the 
United  States, 

Balance  in 
account  of  the 

net  increase,  or 

Treasurer  of  the 

Guaranteed 

decrease  (— ) 

United  States 

Public  debt 

securities 
held  outside 
the  Treasury 

Total 

Subject  to 
limitation « 

-$947, 482, 391 

$1,890,743,141 

$42,967,531,038 

$5,  529, 070, 655 

$48. 496, 601, 693 

$43,  219, 123,  375 

742,  430, 921 

2,633,174,062 

48,961.443,536 

6. 370,  252,  580 

55,331,696,116 

49, 493,  588, 731 

357, 973, 154 

2,991,147,216 

72,  422.  445, 116 

4.  56S.  259. 630 

76. 990.  704.  746 

74, 154,  457, 607 

6,515,418,710 

9,  506,  565, 926 

136. 696, 090, 330 

4, 099. 943,  046 

140.  796,  033,  376 

140, 469,  083,  742 

10, 661, 985,  696 

20, 168,  551, 622 

201,  003. 387,  221 

1, 623. 069. 301 

202, 626. 456,  522 

208, 077,  255, 051 

4,  529, 177, 729 

24,  697,  729, 352 

258. 682, 187, 410 

433. 158. 392 

259.115.345,802 

268, 670,  763, 468 

-10,459,846,056 

14,  237, 883,  295 

269,422.099,173 

476. 384, 859 

269.  898. 484,  033 

268, 932,  355, 302 

-10,929,746,366 

3, 308, 136, 929 

258,  286, 383, 109 

89.  520, 185 

258. 375, 903,  294 

257,491,416,060 

1,623,884,548 

4, 932, 021, 477 

252.  292,  246,  513 

73. 460. 818 

252, 365, 707, 331 

251,  541.  571. 385 

-1,461,618,165 

3, 470, 403, 312 

252,  770, 359, 860 

27.  275. 408 

252, 797, 635.  268 

252, 027, 712.  585 

2,  046, 6S4, 380 

5,  517,  087, 692 

257, 357, 352, 351 

19,  503. 034 

257, 376, 855, 385 

256,652,133,429 

1,839,490,432 

7, 356,  578, 123 

25.5.221,976,815 

29.  227. 169 

255.  251.  203. 984 

254,  566, 629, 670 

-387, 750,  519 

6, 968, 827, 604 

259. 105. 178. 785 

45.  565, 346 

259. 150.  744. 131 

258,  506,  598, 138 

-2,298,579,356 

4, 670,  248,  248 

206,  071,  061,  639 

52,  072, 761 

266,123,134,400 

265, 521, 736, 381 

2, 096,  206, 813 

6, 766, 455, 061 

271,  259,  599, 108 

81,441,386 

271, 341, 040, 494 

270, 790, 304, 616 

-550,  790, 014 

8  6,  215, 665, 047 

274. 374.  222. 802 

44, 142. 961 

274, 418, 365. 763 

273,914,849,696 

330,518,820 

6, 546. 183, 868 

272,  750, 813, 649 

73,888,475 

272, 824, 702, 124 

272, 361, 216, 449 

-956,  231, 505 

5,589.952.362 

270,527,171,896 

107, 137, 950 

270, 634. 309, 846 

270, 188, 322, 086 

4,159,150,615 

9,749,102,977 

276. 343, 217, 745 

101,  220,  600 

276, 444, 438, 345 

276,013.439,621 

-4,398,711,214 

5, 350, 391,  763 

284, 705, 907, 078 

111,019,150 

284, 816, 926, 228 

284. 398, 474, 090 

2, 654, 349, 235 

8,004,740.998 

286, 330,  760, 848 

139,841,775 

286,  470, 602, 623 

286, 064, 964, 324 

-1,310,621,045 

6, 694, 119, 954 

288, 970, 938, 610 

240,  215, 450 

289,  211, 154, 060 

288, 861, 862,  530 

3,  736,  273,  595 

10,  430, 393,  549 

298,  200, 822, 721 

444,  218, 925 

298,645,041,646 

298,  211,  767,  263 

1,685,782,615 

12, 116. 176. 163 

305,859,632.996 

606, 610, 375 

306, 466,  243. 371 

306, 098,  500, 044 

-1,080,444,954 

11, 035,  731,  209 

311,712,899,257 

812,991,925 

312,525,891,182 

312, 164, 173, 634 

1,  574, 533,  426 

12,  610. 264,  635 

317,  273,  898. 984 

590, 326,  050 

317,864,225.034 

317,580,860,048 

-4,  886, 161,  573 

6. 149.  569.  636 

311. 183,  046,  210 

821, 353, 850 

312.  004.  400.  060 

311,643,279,465 

639,  668,  063 

6.  789.  237.  698 

314,  089. 198. 896 

848.  445.  000 

314,  937,  643, 896 

314,  577, 118. 825 

3, 400,  037.  652 

10, 189.  275,  351 

315,  609,  514.  256 

886. 190. 100 

310.  495.  704,  356 

316. 135. 305. 259 

-4.  497,  779, 976 

5,  691.  495. 375 

315. 635. 194.  031 

820,  607, 275 

316.  455, 801, 306 

316.  096.  009.  074 

2,412,395,422 

8, 103, 890,  796 

318.  486. 290. 312 

833,  751,  225 

319. 320,  041,  537 

319.  033.  635, 813 

-808, 770,  583 

7.  295, 120.  213 

317. 940.  472.  718 

809,  241.  900 

318.  749,  714,  618 

318.  463. 813. 849 

-1,549,870,749 

5,  745, 249,  464 

317. 982.  737. 848 

663. 595. 875 

318,  646, 333,  723 

318, 360.  718, 063 

2, 196,  776, 375 

7, 942,  025,  839 

319. 882.  530.  633 

692.  713, 100 

320,  575.  243.  733 

320, 289, 909, 169 

1,  288,  700, 430 

9. 230.  726. 269 

317. 696.  518.  489 

719.  240.  050 

318,  415,  758,  539 

318, 130, 965, 177 

105, 298,  222 

9, 336,  024,  490 

316.  556.  644, 358 

656.  740,  650 

317,213,385,008 

316, 929.  270.  040 

1, 479.  531, 971 

10. 815.  556.  461 

319,217,579,245 

605. 852,  725 

319. 823.  431,  970 

319,  539,  694, 826 

1, 794,  708. 174 

12, 610,  264,  635 

317, 273, 898, 984 

590, 326.  050 

317,  864. 225,  034 

317,  580, 860.  048 

*  Consists  of  transactions  of  trust  and  deposit  fund  accounts,  net  investments  by  Government  agencies 
in  public  debt  securities,  and  net  redemptions  or  sales  of  securities  of  Government  agencies  in  tlie  market. 
(See  tables  5-7.)  Investments  by  wholly  owned  Government  corporations  in  public  debt  securities  are 
included  in  budget  expenditures  before  1951. 

'  For  checks  outstanding  and  telegraphic  reports  from  Federal  Reserve  banks;  public  debt  interest 
accrued  and  unpaid  beginning  with  .Tune  and  the  fiscal  year  1955  (previously  included  from  November  1949 
as  interest  checks  and  coupons  outstanding);  also  deposits  in  transit  and  changes  in  cash  held  outside  th" 
Treasury  and  in  certain  other  accounts  beginning  with  the  fiscal  year  1954.  For  1955,  includes  adjustment  of 
—$207,183,858  for  eflect  on  balance  in  Treasurer's  account  of  Post  Office  disbursing  accounts  reclassified  in 
November  1954. 

'  A  summary  of  legislation  on  debt  limitation  under  the  Second  Liberty  Bond  Act,  as  amended,  from 
Sept.  24, 1917,  through  June  30,  1965,  is  shown  in  table  40.  Guaranteed  securities  held  outside  the  Treasury 
are  included  in  the  limitation  beginning  Apr.  3,  1945.  In  computing  statutory  debt  limitation,  savings 
bonds  are  carried  at  maturity  value  from  their  origin  in  1935  untQ  June  26,  1946;  from  that  date,  as  in  the 
public  debt  outstanding,  they  are  carried  at  current  redemption  value. 

'  Excludes  transfer  of  $3,000,000,000  in  1948  and  includes  transfer  of  a  like  amount  in  1949  to  the  Foreign 
Economic  Cooperation  Trust  Fund.     (See  table  2,  footnote  9.) 

8  Includes  adjustment  of  —$207,183,858  for  reclassification  in  November  1954  of  Post  Office  Department 
and  postmasters'  disbursing  accounts  (formerly  treated  as  liability  accounts  of  the  Treasurer  of  the  United 
States)  to  net  expenditures  on  the  basis  of  cash  receipts  and  expenditures  as  reported  by  the  Post  Office 
Department. 
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Table  2. 


Receipts  and 

-Receipts  and  expenditures. 


On  bapls  of  warrants  Issued  from  1789  to  1915  and  on  basis  oJ  daily  Treasury  statements  for  1916  tiiroiigh 
of  tiie  United  States  Qovemment."  General,  special,  emergency,  and  trust  accounts  combined  from 
see  "Bases  of  Tables"] 


Receipts 

Yeat« 

Customs 

(including 

tonnage  tax) 

Internal  revenue 

Other  re- 
ceipts ' 

Tot^'.l 
receipts  ' 

Net  re- 
ceipts 

Income  and 
profits  taxes 

Other 

1789-91 

$4, 399,  473 
3,443,071 
4,255,307 
4,801,065 

5,  588, 461 

6,  567, 988 

7,  540, 650 
7,106,062 
6, 610, 449 

9, 080, 933 
10,  750. 779 

12.  438, 236 
10, 479. 418 
11,098,565 
12, 936, 487 
14, 667, 698 
15, 845,  522 
16, 363,  551 

7, 296,  021 

8,  583, 309 
13, 313,  223 

8, 958, 778 

13,  224,  623 
5,  998,  772 
7,  282, 942 

36,  306, 876 
26,  283. 348 
17,176,385 
20, 283, 609 

15,005,612 
13, 004,  447 
17,  689.  762 
19, 088. 433 

17. 878. 326 
20, 098.  713 
23.341,332 
19,712,283 
23. 206,  524 
22,681,966 

21,922.391 
24,  224,  442 
28,  465,  237 
29, 032,  509 
16,  214, 957 
19,391,311 
23, 409, 941 
11,169,290 
16,168,800 
23, 137, 925 

13,  499,  502 
14,487,217 
18, 187, 909 
7, 046. 844 
26, 183,  571 
27,528,113 
26,712,668 
23,  747, 865 
31,757.071 
28, 346,  739 

39, 668, 686 
49,  017,  568 

47. 339. 327 
68,931,866 
64.224.190 
63, 025, 781 
64,022,863 

$19,440 

17, 946 

69, 910 

356,  750 

188,318 

1, 334, 252 

563.  640 

150,076 

157,228 

958, 420 
1, 136,  519 
1, 935, 659 
369,  600 
676, 801 
602,  469 
872, 132 
539,  446 
688, 900 
473, 408 

793, 475 
1,108,010 

837, 452 
1,111,032 

3.  519, 868 
3, 768, 023 
6, 246, 088 
4,137.601 
3,4,53,516 
4, 090, 172 

2,  768, 797 
1,499,905 
2,  575, 000 
1,417,991 
1,  468,  224 
1,716,374 
1,897,612 
3,234,195 

1,  540,  654 
2, 131, 158 

2,  909,  664 

4,  295,  446 
3. 388,  693 
4,913,159 
6,  572,  783 

16.028,317 
27,416,485 
13,  779, 369 
10,141,295 
8, 342,  271 

5. 978, 931 
2, 369,  682 

1,  787, 794 
1, 255,  755 
3, 136,  026 

2,  438.  476 
2, 984.  402 
2,  747,  529 
3, 978, 333 
2,861,404 

3, 934, 753 
3,641,736 
2,  607, 489 
2, 655, 188 
9,  576, 161 
12, 324,  781 
10,033,836 

$4,418,913 
3,  669,  960 
4, 652, 923 
5, 431,  905 
6, 114,  .534 
8, 377,  630 
8,  688, 781 
7,  900,  496 

7,  546, 813 

10, 848,  749 
12, 935, 331 
14,995,794 
11,064,098 
11,826,307 
13,  560,  693 
15.559,931 
16, 398, 019 
17,060,662 
7, 773, 473 

9,384,215 
14, 423,  529 

9, 801, 133 
14,340,410 
11,181,625 
15, 729. 024 
47,  677,  671 
33,  099,  050 
21,585,171 
24,603,375 

17,880,670 
14,573,380 
20, 232.  428 
20,  540,  666 
19,381,213 
21.840,858 

25,  260.  434 
22,  966, 364 
24, 763,  630 
24,  827, 627 

24.844,116 
28, 626, 821 
31. 866, 661 
33,  948, 427 
21,791,936 
35,430.087 
50,  826, 796 
24,954,163 
26, 302,  562 
31.482,749 

19,480,115 
16,860,160 
19,  976. 198 

8,  302.  702 
29,321.374 
29,970,106 
29.  699,  967 

26,  495,  769 
35,  735,  779 
31,  208, 143 

43,  603,  439 
52,  559, 304 
49,  846,  816 
61,587,054 
73, 800, 341 
66. 350,  575 
74,056,699 

1792 

$208, 943 
337, 706 
274, 090 
337, 7,55 
476, 290 
575, 491 
644, 358 
779, 136 

809, 396 

1.048.033 

621,899 

215, 180 

50, 941 

21,747 

20, 101 

13,061 

8,211 

4,044 

7,431 

2,296 

4,903 

4,755 

1,662,985 

4,  678, 059 

5,124,708 

2, 678, 101 

956, 270 

229,  694 

106, 261 
69,  028 
67. 666 
34,  242 
34,  663 
2.5,  771 
21,  690 
19,886 
17,  452 
14.  503 

12,  161 
6,934 

11,631 
2,759 
4,196 

10,  459 

370 

5,494 

2,467 

2.  563 

1,682 

3,261 

495 

103 

1,777 

3,617 

2,897 

375 

375 

1793 

1794            

1796 

1796 

1797              

1798 

1799 

1800 

1801 

1802 

1803 

1804 

1805 

1806 

1807 

1808 

1809 

1810 

1811          

1812 -. - 

1813 

1814     

1815 

1816 

1817 

1818 

1819 

1820 

1821  

1822 

1823 

1824 

1825 

1826    

1827 

1828 

1829    

1830 

1831  . 

1832 

1833 

1834  - 

1835 

1836 

1837 

1838 

1839 

1840 

1841 

1842 

1843  • 

1844 

1845 

1846 

1847 

1848 

1849 

1850 

1851 

1852 .. 

1853 

1854 

1855. 

1856 

Footnotes  at  end  of  table. 
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Expenditures 

fiscal  years  1789-1965 

1952.    Beginning  with  fiscal  year  1953  on  basis  of  the  "Monthly  Statement  of  Receipts  and  Expenditures 
1789  through  1930.    Trust  accounts  excluded  for  1931  and  subsequent  years.    For  explanation  of  accounts 


Expenditures 

Department  of 

Surplus,  or 

the  Army 

Department  of 

Interest  on  the 

Total  expendi- 

deficit (-) « 

(formerly  War 

the  Navy  * 

public  debt 

Other* » 

tures  ' 

Department)  * 

$632,  804 

$570 

$2,  349,  437 

$1,  286,  216 

$4, 269,  027 

$149,  886 

1,  100,  702 

53 

3,  201,  628 

777, 149 

5, 079,  532 

-1,409,572 

1,130,249 

2,  772,  242 

579,  822 

4,  482,  313 

170  610 

2,  639.  098 

6i^409 

3,  490,  293 

800,  039 

6,  990,  839 

-1,558!  934 

2,  480,  910 

410,  562 

3,  189, 151 

1,  459, 186 

7,  539,  809 

-1,425,275 

1,  260,  264 

274,  784 

3,195,055 

996,  883 

6,  726,  986 

2,  650,  544 

1, 039,  403 

382,  632 

3. 300, 043 

1,411,556 

6, 133,  634 

2,  555, 147 

2,  009,  522 

1,381,348 

3, 053,  281 

1,  232,  353 

7,  676,  504 

223,  992 

2,  466,  947 

2,  858,  082 

3, 186,  288 

1, 155, 138 

9,  666,  455 

-2,119,642 

2,  560,  879 

3,  448,  716 

3, 374,  705 

1,  401,  775 

10,  786, 075 

62,  674 

1,  672,  944 

2,111,424 

4,412,913 

1, 197,  301 

9, 394,  582 

3,  540,  749 

1, 179, 148 

915,  562 

4, 125, 039 

1,  642,  369 

7,862,118 

7, 133,  676 

822, 056 

1,215,231 

3,  848,  828 

1, 965,  538 

7, 851,  653 

3,  212,  445 

875,  424 

1, 189,  833 

4,  266.  583 

2, 387,  602 

8,  719,  442 

3, 106,  865 

712,  781 

1,  597,  500 

4, 148,  999 

4,  046,  954 

10,  506,  234 

3,  054,  459 

1,  224,  355 

1,  649,  641 

3.  723,  408 

3,  206,  213 

9,  803,  617 

5,  756,  314 

1,  288,  686 

1,  722, 064 

3,  369,  578 

1,  973,  823 

8, 354, 151 

8,  043,  868 

2,  900,  834 

1,  884, 068 

3,  428,  153 

1,719,437 

9,  932,  492 

7, 128, 170 

3, 345,  772 

2,  427,  759 

2, 866, 075 

1,  641, 142 

10,  280,  748 

-2,  507,  275 

2,  294,  324 

1,  654,  244 

2,  845,  428 

1,362,514 

8, 156,  510 

1,  227,  705 

2,  032,  828 

1,  965,  5G6 

2,  465,  733 

1,  594,  210 

8, 058,  337 

6, 365, 192 

11,  817,  798 

3,  959, 365 

2,  451,  273 

2.  052,  335 

20,  280,  771 

-10,479,638 

19,  652,  013 

6,  446,  600 

3,  599,  455 

1,  983,  784 

31,  681,  852 

-17,341,442 

20,  350,  807 

7,311,291 

4,  593,  239 

2,  465,  589 

34,  720,  926 

-23,  539, 301 

14,  794,  294 

8,  660,  000 

5.  754,  569 

3,  499, 276 

32,  708, 139 

-16,979,115 

16,  012,  097 

3.  908,  278 

7,  213,  259 

3,  453,  057 

30,  586,  691 

17,090,980 

8,  004,  237 

3,  314.  598 

6,  389,  210 

4, 135,  775 

21,  843,  820 

11,255,230 

5,  622,  715 

2,  953,  695 

6,016,447 

5,  232,  264 

19,  825, 121 

1,  760,  050 

6, 606,  300 

3,  847.  640 

6, 163,  538 

5,  946, 332 

21,  463,  810 

3, 139,  565 

2,  630,  392 

4.  387,  990 

5,  126,  097 

6, 116,  148 

18,  260,  627 

-379,  957 

4,  461,  292 

3,  319,  243 

5, 087,  274 

2,  942,  944 

15,  810,  753 

-1,237,373 

3,111,981 

2,  224,  459 

5, 172.  578 

4,  491,  202 

15,  000,  220 

5,  232,  208 

3,  096.  924 

2,  503,  766 

4,  922,  685 

4, 183,  465 

14,  706,  840 

6, 833, 826 

3,  340,  940 

2,  904,  582 

4.  996,  562 

9,  084,  624 

20,  326,  708 

-945,  495 

3.  659,  914 

3,  049,  084 

4,  366,  769 

4,781,462 

15,857,229 

5,  983,  629 

3,  943, 194 

4,  218,  902 

3,  973,  481 

4,  900,  220 

17,  035,  797 

8,  224,  637 

3,  938,  978 

4,  263,  877 

3,  486, 072 

4,  450,  241 

16, 139, 168 

6,  827, 196 

4,  145,  545 

3,  918,  786 

3,  098,  801 

5,  231,  711 

16, 394,  843 

8,  368,  787 

4,  724,  291 

3.  308,  745 

2,  542,  843 

4,  627,  454 

15,203,333 

9,  624,  294 

4,  767,  129 

3,  239,  429 

1,  913,  533 

5,  222,  975 

15,143,066 

9,  701, 050 

4,  841,  836 

3,  856, 183 

1,  383,  583 

5, 166,  049 

15,  247,  651 

13,  279, 170 

5.  446,  035 

3,  956,  370 

772,  562 

7,113,983 

17,  288.  950 

14,576,611 

6,  704,  019 

3,  901,  357 

303,  797 

12, 108,  379 

23,  017,  552 

10,  930,  875 

5,  696, 189 

3,  956,  260 

202, 153 

8,  772,  967 

18,  627,  569 

3,164,367 

5,  759, 157 

3.  864,  939 

57,  863 

7,  890,  854 

17,  572,  813 

17,  857,  274 

12,  169,  227 

5,807,718 

12,  891,  219 

30,  868, 164 

19,  958,  632 

13  682  734 

6,  646,  915 
6,  131,  596 

16,  913,  847 

37,  243,  496 

—  12  289  343 

12,  897,  224 

i4,'"997 

14,  821,  242 

33,  865,  069 

-7,  662,  497 

8,  916,  996 

6,  182,  294 

399,  834 

11,400,004 

26,  899, 128 

4, 683, 621 

7,  097,  070 

6,113,897 

174,  598 

10,  932,  014 

24, 317,  579 

-4,837,464 

8,  805,  565 

6,  001,  077 

284,  978 

11,474,253 

26,  565,  873 

-9,  705,  713 

6,  611,  887 

8,  397,  243 

773,  550 

9,  423,  081 

25,  205,  761 

-5,  229,  563 

2,  957,  300 

3,727,711 

523,  595 

4.  649,  469 

11,858,075 

-3,  555, 373 

5,179.220 

6,  498. 199 

1,  833.  867 

8,  826,  285 

22,  337,  571 

6,  983,  803 

5,  752,  644 

6,  297,  245 

1,  040,  032 

9,  847,  487 

22,  937,  408 

7,  032,  698 

10,  792, 867 

6,  454,  947 

842,  723 

9,  676,  388 

27,  766,  925 

1,  933,  042 

38,  305,  520 

7.  900,  636 

1,119,215 

9,  956,  041 

67,281,412 

-30,  785,  643 

25.  501,  963 

9,  408,  476 

2,  3'JO,  825 

8.  075,  962 

45,  377, 226 

-9,  641,  447 

14,  852,  966 

9.  786,  706 

3,  565,  578 

16,  846,  407 

45,  051,  657 

-13,843,514 

9,  400,  239 

7,  904,  709 

3,  782.  331 

18,  456,  213 

39,  543,  492 

4, 059,  947 

11,811.793 

9,  005,  931 

3,  696.  721 

23, 194,  572 

47,  709,  017 

4,  850,  287 

8,  225,  247 

8,  952,  801 

4,  000,  298 

23,  016,  573 

44,194,919 

5,  651,  897 

9,  947,  291 

10,  918,  781 

3,  665,  833 

23,  652,  206 

43,184,111 

13,  402,  943 

11,733,629 

10,  798,  586 

3,071,017 

32,  441,  630 

58, 044,  862 

16,755,479 

14,  773,  826 

13,  312,  024 

2,  314,  375 

29, 342,  443 

59,  742,  668 

6,  607,  907 

16, 948, 197 

14. 091,  781 

1.  953,  822 

36,  677, 226 

69,  671, 026 

4. 486. 672 
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Table  2. — Receipts  and  expenditures, 


Year  i 


18B7. 
1858- 
1859- 

18fi0- 
1861- 
18fi2- 
1SR3- 
1864- 
18'i5- 
18f!fi- 
18fi7- 
1868- 
1869- 

1870- 
1871- 
1872- 
1873- 
1S74- 
1875- 
1876- 
1877- 
1878- 
1879- 


1880- 
1881- 
1882  - 
18«3  - 
1884- 
1885- 
1886- 
1887- 
1888- 
1889- 

1890- 
1891- 
1892- 
1893- 
1894- 
1895- 
1896- 
1897- 
1898-. 
1899- 


1900- 
1901-. 
1902-. 
1903- 
1904- . 
1905- 
1906- 
1907- 
190S-. 
1909- 

1910- 
1911- 
1912- 
1913- 
1914- 
1915- 
1916- 
1917- 
1918- 
1919- 

1920. 
1921. 
1922. 
1923. 

1924. 


Receipts 


Customs 

(including 

tonnage  tax) 


$63, 875, 905 
41, 789, 621 
49, 565, 824 

53, 187, 512 

39,  582, 126 

49, 056, 398 

69, 059. 642 

102,316,153 

84, 928,  261 

179, 046,  652 

176,417,811 

164,  464,  600 

180, 048, 427 

194,  538, 374 
206,  270, 408 

216,  370,  287 
188.  089,  523 
163, 103,  834 
157,167,722 
148,  071. 985 
1.30, 956. 493 
130,170,680 
137, 250, 048 

186,  522, 064 
198,159,676 
220,410,730 
214,  706. 497 

195.  067.  490 
181,471,939 
192. 905, 023 

217,  286, 893 
219.091.174 
223, 832,  742 

229. 668,  585 
219,  522, 205 
177, 452, 964 
203, 355, 017 
131,818,531 
152,158,617 
160,021,752 
176,  554, 127 
149,575,062 
206, 128, 482 

233. 164,  871 
238,  585, 456 
254, 444, 708 
284,  479,  .582 
261,  274,  565 
261,798.857 
300,251,878 
332, 233,  363 
286,113,130 
300,711,934 

333, 683, 445 
314, 497, 071 
311,321,672 
318,  891.  396 
292. 320, 014 
209.  786, 672 
213, 185,  846 
225, 962,  393 
179,998,385 
184,  457, 867 


Internal  revenue 


Income  and 
profits  taxes 


$2,  741,  858 
20,  294,  732 
60,  979, 329 
72,982,159 
66,014.429 
41, 455,  598 
34, 791, 856 

37, 775, 874 

19, 162, 651 

14, 436, 862 

5, 062, 312 

139, 472 

233 

588 

98 


3,022 


55,  628 


77, 131 


20, 951,  781 
33,  51G,  977 
28,  583, 304 
35, 006, 300 
71,381,275 
80. 201.  759 
124, 937,  253 
.359,681,228 

2,  314. 006, 292 

3,  018,  783, 687 


322, 902,  650  3, 944, 949,  288 


308,  564, 391 
356,  443, 387 
561, 928, 867 
545, 637,  504 


3,206,046,158 
2,068,128.193 
1, 678, 607, 428 
1,842,144,418 


Other 


$34, 898, 930 
89, 446, 402 
148, 484,  886 
236,  244,  654 
200, 013, 108 
149,031,991 
123,  564,  605 

147, 123,  882 
123,  935,  503 
116,205,316 
108,667,002 
102, 270, 313 
110,007,261 
116,700,144 
118,630,310 
110,581,625 
113,  561,  611 

124, 009, 374 
135,261,364 
146,  497, 596 

144,  720,  369 
121,  530, 445 
112,498,726 
116,805.936 
118,823,391 
124,296,872 
130, 881, 514 

142,  606,  706 

145,  686, 250 
153,971,072 
161,027,624 
147,111,233 
143, 344,  541 

146,  762, 865 
146,688,574 
170, 900,  642 
273,  437, 162 

295, 327, 927 
307, 180,  664 
271,  880, 122 
230,  810, 124 
232.904,119 
234, 095,  741 
249, 150,  213 
269,  666,  773 
251,711,127 
246, 212, 644 


268, 
289, 
293, 
309, 
308, 
335, 
387, 
449, 
872, 
1, 296, 


981, 738 
012,224 

028, 896 
410,666 
659,  733 
467.  887 
764,  776 
684, 980 
028,  020 
501,  292 


1, 460, 082, 287 

1,390,379.823 

1,145,125,064 

945, 865. 333 

953, 012,  618 


Other  TP- 
ceipts  > 


$5, 089,  408 
4, 865, 745 
3. 920, 641 

2, 877, 096 
1,927,805 
2, 931, 058 
5, 996, 861 
52,  569, 484 

39. 322. 129 
69.  759, 155 
48, 188, 662 
50.  085, 894 
32,  538, 859 

31.817,347 
33. 955, 383 
27, 094, 403 
31,919,368 
39, 465, 137 
20,  824, 835 
29. 323, 148 
31,819,518 
17,011,574 
23, 015, 526 

22.  995, 173 
27, 358, 231 
36. 616. 924 
38. 860,  716 
31,866,307 

29,  720, 041 
26.  728,  767 
35. 292. 993 
35,  878. 029 
32,  335, 803 

30.  805, 693 
27, 403, 992 

23.  513,  748 
21, 436, 988 
27, 425.  552 

29. 149. 130 
31. 357,  8.30 
24, 479,  004 
84,  845,  631 

36. 394,  977 

38,  748, 054 
41,919,218 
36, 153, 403 
46,591.016 
46,  908. 401 
48.  380. 087 
45,  582, 355 
63,  960, 250 
64, 037, 650 

57. 395,  920 

51,894,751 
64, 806, 639 
59, 675, 332 
60. 802,  868 
62,  312, 145 
72.  454,  509 
56,  646,  673 
88,  996, 194 
298,  .5,50.  168 
652, 514, 290 

966, 631, 164 
719, 942,  5S9 
539, 407,  507 
820,  733, 853 
671, 250, 162 


Total 
receipts » 


$68, 965, 313 
46, 655, 366 
53, 486, 465 

56, 064,  608 
41,  509. 931 
51,987,456 
112,  697, 291 
264,  626,  771 
333,  714. 605 
558.  032,  620 
490, 634. 010 
405,  638, 083 
370, 943, 747 

411,25,5,477 
383, 323, 945 
374, 106. 868 
333,  738, 205 
304. 978,  756 
288,  000,  051 
294, 095, 865 
281.406,419 
257,  763,  879 
273, 827, 185 

333,526,611 
360, 782. 293 
403,525,250 
398.  287,  582 
348,  519,  870 
323,  690,  706 
336. 439,  726 
371, 403, 277 
379. 266, 075 
387, 050,  059 

403, 080, 984 
392,  612, 447 
354, 937, 784 
385,  819,  629 
306, 355.  316 
324,729.419 
338, 142, 447 
347,721,705 
405,321,335 
615,960,621 

667, 240, 852 
587, 685,  338 
562, 478, 233 
561,  880,  722 
541, 087, 085 
544,  274, 685 
594,  984, 446 
665, 860, 386 
601,861,907 
604, 320, 498 


675, 

701, 

692, 

724, 

734, 

697, 

782, 

1,124, 

3,  664, 

5, 152, 


511,715 
8.32.911 
609.  204 
111.230 
673, 167 
910.827 
.534,  548 
324,  795 
582.  865 
257. 136 


6,  694, 565.  389 
5, 624. 932. 961 
4, 109, 104. 151 
4, 007, 135, 481 
4, 012, 044, 702 


Net  re- 
ceipts 


Footnotes  at  end  of  table. 
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fiscal  years  1789-1965 — Continued 


Expenditures 

Department  of 

Surplus,  or 

the  Army 

Department  of 

Interest  on  the 

Total  expendi- 

deficit (-)  5 

(formerly  War 

the  Navy  * 

public  debt 

Other  2 « 

tures  3 

Department)  * 

$19,261,774 

$12.  747, 977 

$1,  678,  265 

$34, 107,  692 

$67,  795, 708 

$1, 169.  605 

25, 485,  383 

13,  984,  551 

1,  567, 056 

33, 148,  280 

74, 185,  270 

—27. 529. 904 

23,  243, 823 

14, 642,  990 

2,  638, 464 

28,  545,  700 

69, 070,  977 

—15,584.512 

16, 409,  767 

11,514,965 

3, 177,  315 

32, 028,  551 

63, 130,  598 

—7, 065,  990 

22,  981, 150 

12,420,888 

4, 000, 174 

27, 144,  433 

66,  546,  645 

—25,036,714 

394,  368,  407 

42,  668,  277 

13, 190,  325 

24,  534, 810 

474,701,819 

—422,  774, 363 

599,298,601 

63,  221,  964 

24,  729, 847 

27, 490,  313 

714,  740,  725 

—602, 043,  434 

09(1,  791,  S43 

85,  725.  995 

53,  685,  422 

35,119,382 

865,  322, 642 

—600,  695,  871 

1.031,323,361 

122,612,945 

77,397,712 

66,  221,  206 

1,  297.  555,  224 

—963,  840,  619 

284, 449,  702 

43,324,118 

133. 067,  742 

59, 967, 855 

.520,809,417 

37, 223,  203 

95,224,415 

31,034,011 

143,  781,  592 

87,  502,  657 

357,  542,  675 

133,091,335 

123,246,648 

25,  775,  503 

140,  424, 046 

87, 894, 088 

377,  340, 285 

28. 297,  798 

78, 501,  991 

20, 000,  758 

130, 694, 243 

93,  668,  286 

322, 865, 278 

48, 078. 469 

57, 655,  676 

21,  780,  230 

129,235,498 

100, 982, 157 

309, 653,  561 

101,601,916 

35,  799,  992 

19, 431, 027 

125,576,566 

111,369,603 

292. 177. 188 

91,146,757 

35, 372. 157 

21, 249, 810 

117,357,840 

103.538,156 

277,  517, 963 

96,  588, 905 

46,  323, 138 

23,  526,  257 

104,  750,  688 

115,745,162 

290,  345,  245 

43, 392, 960 

42,  313,  927 

30, 932,  587 

107,119,815 

122,  267,  544 

302,  633, 873 

2, 344, 883 

41,120,646 

21, 497, 626 

103, 093,  545 

108,911,576 

274,  623,  393 

13, 370,  658 

38, 070, 889 

18,  963,  310 

100,  243, 271 

107, 823, 615 

265, 101, 085 

28, 994,  780 

37, 082,  736 

14,  959,  935 

97, 124,  512 

92, 167,  292 

241, 334,  475 

40,071,944 

32, 154, 148 

17, 365,  301 

102,  500, 875 

84,  944, 003 

236,  964,  327 

20,  799,  552 

40, 425,  661 

15, 125, 127 

105, 327,  949 

106, 069, 147 

266, 947, 884 

6,879,301 

38,116,916 

13,  536, 985 

95,  757,  575 

120,  231, 482 

267, 642,  958 

65, 883,  653 

40, 466,  461 

15,  686,  672 

82,  508,  741 

122,051,014 
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Table  3. — Refunds  of  receipts  and  transfers 
[On  basis  of  daily  Treasury  statements  through  1952;  thereafter  on  basis  of  "Monthly  Statement  of 


Refunds  of  receipts 

1 1 

Fiscal  year 

Internal  revenue  applicable  to— ' 

Customs 

Other 

Totsl  refunds 
of  receipts 

Budget  accounts 

Trust  accounts 

1931             

$.52,  561, 657 

64,  528,  539 

45, 814, 734 

37, 195. 935 

49,  747,  858 

32. 914,  628 

33,  405. 891 

76. 842. 701 

44, 684, 686 

61,154,655 

52. 802, 242 

65, 192,  248 

53, 834, 008 

242, 856. 877 

1. 664.  545,  567 

2,957,114,348 

2, 982, 487, 490 

2, 250. 391. 383 

2.817.005.313 

2,135,455,950 

2, 082,  431,  536 

2,  275, 188, 203 

3, 094. 798. 198 

3. 345. 495,  593 

3. 399. 978, 359 

3,652,611,883 

3,894,119,614 

4, 412, 603,  597 

4,907,159,180 

5, 024,  470, 807 

5,  724,  571, 444 

5,957.115.953 

6.266.560,113 

6,817,461,650 

5,668,191,495 

$21,369,007 
17, 202, 969 
12,  576, 842 
14. 046. 350 
20,715.688 
14, 085, 195 
16,  549,  408 
16,156,340 

16,  678, 803 

17,  .500, 945 
27, 331, 472 
19, 495, 861 

16,  404,  512 
14,  200, 774 
13, 843. 208 
11. 224, 891 
17. 480. 263 
19.050.115 
17, 173, 186 
16,091,134 
15, 324, 391 

17.  520. 381 
16. 949, 065 
20,481,971 
21, 619,  848 
23, 176, 262 
19.907,757 
17, 837, 948 
23,  220, 638 
18, 483, 391 
25, 439,  532 
29,319,402 
35, 174,  904 
32,313,299 
35,205,161 

$151,045 

80, 813 

92. 224 

43, 853 

89,811 

20, 103 

34, 242 

38.  437 

63, 194 

49. 295 

55, 755 

87,  429 

86,  888 

196,617 

389. 150 

4.  688. 639 

6, 122,  643 

2.  433. 279 

3, 363,  506 

7,959,405 

8. 774. 689 

9,497,810 

6, 091, 123 

11, 259,  809 

4,389,417 

8, 241. 988 

3,31.5,117 

2,191.001 

3. 043. 107 

1,  897, 066 

2,  260,  573 
1,225,761 

700,  987 
1, 196,  525 
3,161,988 

$74,081,709 

81,812,320 

58, 483, 799 

51,286,138 

70,  553. 357 

47.019.926 

49.989,542 

93, 037, 478 

61.426,683 

78,  704, 894 

80, 189, 469 

84,  775,  537 

70, 325, 408 

2.57, 254, 269 

1, 678. 777, 924 

2, 973. 027.  879 

3.006,090,396 

2,271,874,777 

2,  837,  542, 006 
2, 159.  506, 489 
2,106.530,616 
2,302,206,394 
3,1,50,838,386 
3,417,737,374 

3,  476, 987, 625 

3,  750, 030, 132 
3, 975,  549, 317 

4,  598, 010,  555 
5,113,752,669 
5, 237.  513,  807 
5,976,009,231 
6,265,669,311 
6,  571, 386, 963 
7, 148, 085, 619 
6,029,544,469 

1932 

1933. 

1934 

1935 

1936. 

1937 

1938 

1939 

1940 

1941 

1942                

1943 

1944. 

1945 

1946 

1947 

1948       

1949 

1950 

1951    

1952 

1953 

$33, 000. 000 

40.  500. 000 

51. 000. 000 

66. 000.  000 

58. 206,  830 

165,378.009 

180.  329,  743 

192, 662,  543 

223,  737, 682 

278, 008, 196 

268.950.960 

297, 114, 145 

322, 985,  824 

1954 

1955 

1956.... 

1957 

1958 

1959 

1960    

1961.... 

1962 

1963      .. 

1964 

1965    . 

•  Refunds  of  principal  only;  interest  is  included  in  expenditures. 

2  Internal  revenue  refunds  by  States  for  fiscal  1965  are  shown  in  table  22. 

3  Beginning  fiscal  1953.  the  principal  amounts  for  refunds  of  employment  taxes  and  certain  excise  taxes 
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to  trust  funds,  fiscal  years  1931-65 

Receipts  and  Expenditures  of  the  United  States  Qoverament,"  see  "Bases  of  Tables"] 


Transfers  to  trust  funds  3  * 

Federal  old-age 

and  survivors 

instinnce 

trust  fund 

Federal 
disability 
insurance 
trust  fund 

Hisiiway 
trust  fund 

Railroad 

retirement 

account 

Unemploy- 

meut  trust 

fund 

Total  trans- 
fers to  trust 
accounts 

Total  refunds 
and  transfers 

$74, 081, 709 



81,812,320 

58, 483, 799 

51,  286, 138 



70, 553, 357 

47,019,926 

$265, 000, 000 

387, 000, 000 

503, 000, 000 

550, 000, 000 

688, 140, 728 

895, 618, 839 

1,130,495,201 

1, 292, 122, 434 

1,309,919,400 

1,238,218,447 

1, 459, 491,  921 

1,616.162,044 

1, 690. 295.  705 

2, 106, 387, 806 

3,119,536,744 

3,  568, 556,  584 

4, 053, 293, 392 

4, 496, 769,  800 

4, 988, 572, 594 

6,  270, 804, 603 

6, 243, 000, 673 

6,  794, 896, 660 

7, 083, 993,  756 

9, 192,  428, 378 

10, 537. 2,30.  762 

10,600.021,548 

12, 3,'51, 191,003 

14,3.35,126,938 

14,572,359,321 

$265, 000, 000 
533, 402,  587 
610,097,413 
670, 650, 000 
812, 490, 728 
1, 036, 468,  839 
1,345,296,201 

1,  548, 479,  777 
1, 596,  224,  782 
1,493,703,701 
1,715,917,175 
2, 338,  753, 695 
2.240.414,065 

2,  056, 220, 526 

3,  694,  527, 792 
4,306,218,612 
4. 673, 252, 235 
5,099.811,375 
5,587,464,120 
6,905,066.460 
8,  671, 105,  ,345 

10,  258, 772. 443 
10,  .520, 260, 677 
13, 267, 251,, 392 
15,201,954,501 
15.510,156,198 
18. 140,  552,  456 
20,351,183,4,50 
20, 563, 327, 822 

314,989,542 

$146, 402,  587 
107,097,413 
120, 650. 000 
124, 350, 000 
140, 850, 000 
214,801,000 
256, 357, 343 
286, 305, 382 
255,  485, 254 
256. 425,  254 
722,591,651 
550,118,361 
549, 832,  720 
574.991.049 
737. 662. 028 
619. 958, 843 
603,041,575 
598,  891,  526 
634, 261, 857 
615,919,876 
574.  898. 971 
525. 219, 764 
606, 864, 657 
570,712,994 
564, 264, 483 
571,  534, 041 
593, 476, 801 
635, 545, 447 

626, 440, 065 

671,524,096 

749, 354,  895 

892, 680, 197 

1,121,244,376 

1,415,621,609 

1, 805, 734, 046 

3, 275, 002, 706 

4, 466,  731, 580 

4.  722. 007, 571 

4,  610,  628, 472 

5, 077, 956, 071 

4,815,727,015 

5,801,058,408 

6, 608,  425, 006 

7, 824, 090, 622 

8,  517,  548, 749 

9, 064,  451, 745 

10, 655, 096,  592 

$333, 276, 575 
862,861,610 
836, 931, 036 
928, 931, 781 
953, 312. 408 
944,542,132 
993.  762,  625 
1,056,855,735 
1,082,023,273 

$1.  478, 908. 221 
2.026,115.202 
2.074.116.121 
2.5.39.026.576 

2.  797.  537.  781 
2.948.690.128 

3,  278.  697,  756 
3,519,156,643 
3, 658, 509, 171 

12, 646, 654, 662 

14. 856,  782. 998 

$343' 160,' 557" 
452, 637.  906 
945. 367.  031 
846. 567. 343 
614, 890, 610 

15.634,013,346 
18,  504, 765, 198 
21,177,963,732 
21, 775, 825,  509 
24,  711, 939, 419 
27, 499, 269, 069 
26, 592, 872, 291 

(highway)  are  excluded  from  the  transfers  and  are  included  with  refunds  of  internal  revenue  receipts,  ap- 
plicable to  trust  accounts. 

*  Tax  receipts  transferred  and  appropriated  to  the  respective  trust  accounts.    Details  of  these  trust  fund."* 
may  be  found  in  the  table  for  each  fund,  beginning  with  table  67  of  this  annual  report. 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 

[In  thousands  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 

States  Government,"  see  "Bases  of  Tables"] 


Receipts ' 

1963  = 

1964  2 

1965 

Internal  revenue: 

Individual  income  taxes: 

Withheld  3 

38, 718,  702 
14, 268, 878 

2  39, 258, 881 
2  15,331,473 

*  36, 840,  394 

*  16, 820  288 

Other' 

Total  individual  income  taxes 

52, 987,  581 

54,  590, 354 

53, 660, 683 

Corporation  income  taxes.- 

22, 336, 134 
13, 409,  737 

24, 300, 863 
13,  950,  232 

26, 131, 334 

Excise  taxes 

14  79'^  779 

Employment  taxes: 

Federal  Insurance  Contributions  Act  and  Self-Em- 
ployment Contributions  Act ' . 

13,  484, 379 
571,644 
948, 464 

15, 557,  783 
593, 864 
850, 858 

4  15, 846,  073 

Railroad  Retirement  Tax  Act 

635,  734 

Federal  Unemployment  Tax  Act 

622,  499 

Total  employment  taxes 

15, 004, 486 

17, 002. 504 

17, 104, 306 

Estate  and  gift  taxes 

2, 187, 457 

2, 416, 303 

2,  745,  532 

Total  internal  revenue  .  

105, 925, 395 

112,  260,  257 

114,434,634 

Customs  duties 

1, 240, 538 

1, 284, 176 

1,  477,  549 

Miscellaneous  receipts: 

764,  782 
859,  655 
1,  075, 692 
199, 656 
123, 909 
633,  426 
44, 896 
733, 597 

954, 625 
983,911 
752,312 

129,  711 

130,  560 
740,  516 

68,  745 
316,741 

1,077.419 

Dividends  and  other  earnings 

1,  392, 918 

Realization  upon  loans  and  investments -._ 

496,  249 

Recoveries  and  refunds .           .  .  .      _ 

131, 852 

Royalties 

132,  059 

Sales  of  Government  property  and  products. 

858.  760 

Sei gniorage .. 

116,997 

Other                  .    .    -        ..... 

416, 097 

Total  miscellaneous  receipts 

4,435,613 

4, 077, 121 

4, 622, 352 

Gross  receipts 

111,601,547 

117,621,555 

120,  534, 534 

Deduct: 

Refunds  of  receipts: ' 
Internal  revenue: 

Applicable  to  budget  accounts: 

Individual  income  taxes 

5,  399, 835 

757,  234 

89,300 

20, 192 

127,  850 

11,575 

126, 319 

109 

3,097 

5, 893, 412 

808, 341 

93,  004 

22,  704 

152,  470 

13,  330 

126, 637 

387 

4,  291 

4,869,011 

Corporation  income  taxes 

670,  389 

Excise  taxes         .      

99,  423 

Estate  and  gift  taxes 

29, 369 

Applicable  to  trust  accounts: 

Federal  old-age  and  survivors  insurance  trust 
fund.-  

178,  626 

Federal  disability  insurance  trust  fund 

Highwav  trust  fund                   . 

13,  064 
123, 498 

Railroad  retirement  account 

189 

Unemployment  trust  fund  

7,609 

Subtotal  internal  revenue  refunds 

6,535,511 

7,114,576 

5,991,177 

Customs          .  -.  . 

35, 175 
701 

32, 313 
1,197 

35,  205 

Other 

3,162 

Total  refunds  of  receipts  

6, 571, 387 

7, 148, 086 

6,  029, 544 

Transfers  to  trust  accounts: « 

Federal  old-age  and  survivors  insurance  trust  fund  3.__ 
Federal  disabilitv  insurance  trust  fund' 

12,351,191 

993,  763 

3, 278, 698 

571,  534 

945,  367 

14,335,127 

1 , 056, 856 

3,519.157 

593, 477 

846, 567 

*  14,572,359 
<  1,082,023 

Highway  trust  fund               .      .          _ 

3,  658,  509 

Railroad  retirement  account 

635,  545 

Unemployment  trust  fund.. 

614, 891 

Total  transfers  to  trust  accounts ... 

18, 140, 552 

20,351,183 

20, 563, 328 

Footnotes  at  end  of  table. 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Receipts  •  and  expenditures 


Deduct— Continued 

Interfund  transactions: 

Interest  on  loans  to  Government-owned  enterprises. 

Reimbursements 

Fees  and  other  charges 


Total  interfund  transactions  ?. 
Total  deductions 


Net  administrative  budget  receipts. 

Expenditures  s 
Legislative  branch: 

Senate 

House  of  Representatives 

Architect  of  the  Capitol 

Botanic  Garden 

Library  of  Congress 

Government  Printing  Office: 

General  fund  appropriations 

Revolving  fund  (net) 


1963  2 


499. 3S3 

13, 623 

390 


SI  3, 397 


25, 225,  336 


86, 376, 210 


Total  legislative  branch. 


The  judiciary: 

Supreme  Court  of  the  United  States 

Court  of  Customs  and  Patent  Appeals 

Customs  Court 

Court  of  Claims 

Courts  of  appeals,   district  courts,  and  other  judicial 
services 


Total  the  judiciary. 


Executive  Office  of  the  President: 

Compensation  of  the  President 

The  White  House  Office 

Special  projects 

Executive  mansion  and  grounds 

Bureau  of  the  Budget 

Council  of  Economic  Advisers 

National  Aeronautics  and  Space  Council 

National  Council  on  the  Arts 

National  Security  Council 

Office  of  Emergency  Planning: 

Civil  defense  and  defense  mobilization  functions  of 
Federal  agencies 

Other 

Office  of  Science  and  Technology 

Special  representative  for  trade  negotiations 

Miscellaneous _ 


Total  Executive  Office  of  the  President. 


Funds  appropriated  to  the  President: 

Disaster  relief 

Emergency  fund  for  the  President 

Expansion  of  defense  production  (net) 

Expenses  of  management  improvement 

Peace  Corps 

International  financial  institutions: 

Investment  in  Inter- American  Development  Bank,_. 

Subscription  to  the  International  Development  As- 
sociation  

Increase  in  quota  in  the  International  Monetary  Fund. 

Public  works  acceleration 

Alaska  programs 

Other 

Office  of  Economic  Opportunity: 

Economic  Opportunity  Program 

PubUc  enterprise  funds  (net) 


29, 310 
.52, 9S3 
33,  516 
459 
18, 264 

19, 613 
-6,939 


147,205 


2,012 
363 
903 

1,026 

57, 243 


61, 546 


150 
2,502 
1.039 

660 
5,825 

675 

394 


485 


4,792 

6,150 

464 


-22 


23, 113 


30, 803 

389 

-57, 069 

127 

42, 259 

6C,  000 
61, 656 


62, 460 

3,110 

671 


1964  ■'- 


648, 044 

15. 108 

469 


663, 622 


28,162,891 


89,  458, 664 


29,921 
55, 647 
23,150 
516 
21,197 

22, 125 
-1,044 


151,512 


2,108 
389 
917 

1,107 

60, 606 


65, 127 


150 
2,705 
1,212 

662 
6,636 

613 

419 


515 


3,789 
5,137 

823 

400 

-156 


22, 904 


21,191 

509 
90, 883 

181 
60, 397 

50, 000 

61, 656 


331,820 

19, 430 

673 


1965 


852.  289 

17, 155 

421 


869,  865 


27, 462.  738 


93,  071,  797 


34, 194 
63,  693 
25,  459 
532 
23,  848 

23.842 

-6, 388 


165. 180 


2.491 

414 

1,053 

1,244 

68,  853 


74, 056 


150 
2,872 
1,090 

686 
7,089 

655 

459 
25 

608 


3, 915 

5,152 

930 

562 

-151 


24,  043 


43, 461 
940 

59,  553 
335 

78.  573 


61,  656 

258,  750 

321.  625 

522 

636 

194, 076 
17,158 


Footnotes  at  end  of  table. 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures « 


Funds  appropriated  to  the  President— Continued 
Mutual  defense  and  development: 
Military  assistance: 
OfRce  of  Secretary  of  Defense: 

Repayment  of  credit  sales  ' 

Other 

Department  of  the  Army 

Department  of  the  Navy 

Department  of  the  Air  Force 

Agency  for  International  Development 

All  other  agencies 


Total  military  assistance. 


Economic  assistance: 
Technical  cooperation  and  development  grants: 

General 

Alliance  for  Progress 

Social  progress  fund,  Inter-American  Development 

Bank 

Supporting  assistance 

International  organizations  and  programs 

Contingencies 

Other 

Public  enterprise  funds  (net): 

Alliance  for  Progress,  development  loans 

Development  loan  funds 

Foreign  investment  guarantee  fund 


Total  economic  assistance- 


Total  mutual  defense  and  development- 


Total  funds  appropriated  to  the  President. 


Agriculture  Department: 

Agricultural  Research  Service: 

Intragovernmental  funds  (net) 

Other 

Cooperative  State  research  service 

Extension  Service 

Farmer  Cooperative  Service 

Soil  Conservation  Service: 

Conservation  operations 

Flood  prevention,  watershed  protection,  and  other. 

Great  Plains  conservation  program 

Economic  Research  Service 

Statistical  Reporting  Service 


Consumer  and  Marketing  Service: 

Marketing  services 

Payments  to  States  and  possessions 

Special  milk  program 

School  lunch  program 

Food  stamp  program 

Removal  of  surplus  agricultural  commodities. 

Intragovermnental  funds  (net) 

Other 


Total  Consumer  and  Marketing  Service. 


Foreign  Agricultural  Service 

Commodity  Exchange  Authority 

Agricultural  Stabilization  and  Conservation  Service: 
Expenses,  Agricultural  Stabilization  and  Conservation 

Service 

Sugar  act  program 

Agricultural  conservation  program 

Appalachian  region  conservation  program 

Cropland  conversion  program 

Emergency  conservation  measures 

Soil  bank  program 

Indemnity  payments  to  dairy  farmers 

Intragovernmental  funds  (net) 


Footnotes  at  end  of  table. 


1963  2 


-46, 402 
123,  984 
806,  322 
198,314 
630, 051 
570 
7,915 


1, 720,  755 


244, 877 
94, 942 

49, 000 
493, 692 

93,  568 
137, 186 

56,  539 

190,  595 
685,  622 
-2, 931 


2,  043,  092 


3,  763, 846 


3, 968,  252 


137 

175,  618 

37,  992 

74,  545 
654 

92, 997 

79,  608 

9,746 

9,  742 

10,019 


40, 615 

1,425 

95, 370 

169, 596 


131,  784 
-5 
773 


439,  556 


16,  562 
1,048 


'  88,  561 

76,  929 

210, 788 


3,996 

2,701 

305, 378 


11,010 


1964  2 


-48, 154 

85,  783 

620, 935 

202, 365 

612,610 

2,576 

9,162 


1, 485,  277 


226, 305 
94, 430 

65, 000 
370, 969 
178, 890 
121,  804 

63, 600 

112,  580 
768, 045 
-4, 831 


1, 996, 793 


3, 482, 071 


4, 118, 812 


-14 

191, 833 

41,614 

79,  402 

1,213 

96,  214 
85, 158 
11,882 
10,016 
11, 184 


43,  540 

1,500 

97, 484 

180,  664 


270, 059 

-92 

835 


593, 990 


19, 935 
1,117 


116,845 

87.  071 

213,  563 


7,097 

3,393 

289, 933 


-109 


1965 


-41,069 

52, 810 

581,037 

196,  235 

434,  871 

1,538 

3,158 


1,  228,  579 


226, 987 
97, 703 

67, 016 
387,  251 

99,  711 
150, 807 

63, 418 

201,818 
754, 468 

-7,  778 


2,041,400 


3, 269, 979 


4,  307, 263 


-67 

209, 933 

46, 867 

84,  732 

1,119 

105, 471 
91, 324 
12, 493 
10, 138 
11,  587 


39, 991 

1,500 

86, 609 

178,  580 

34, 395 

272, 932 

103 

847 


614, 957 


18, 482 
1,144 


107, 886 

92, 108 

216, 139 

215 

9,667 

10,  008 

193, 698 

261 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures  ' 

1963  2 

1964  2 

1965 

Agriculture  Department— Continued 
Commodity  Credit  Corporation: 

Foreign  assistance  and  special  export  programs 

Public  enterprise  funds  (net) : 

Price  support  and  related  programs  '» 

Special  activities  u 

2, 091, 022 

3,115,735 
-68, 672 

1,889,044 

-■3,174,896 
-■  30, 390 

2,492,151 

2,  645, 754 
-740, 268 

Total  Commodity  Credit  Corporation 

5, 138, 085 

5, 100, 330 

4, 397, 638 

Federal  Crop  Insurance  Corporation: 
Administrative  expenses-          _  _          ._.  .__  _ 

6,794 
7,713 

331, 656 
10,396 

7,134 
-819 

330, 194 
11,354 

7,518 
903 

380, 582 
11,832 

Federal  Crop  Insurance  Corporation  fund  (net) 

Rural  Electrification  Administration: 
Loans 

Salaries  and  expenses . 

Farmers  Home  Administration: 
Rural  housing  grants  and  loans 

184, 204 

130, 578 

143 

39, 127 

56, 129 

-9, 138 

42,461 

100 

134, 656 

946 

41,333 

67, 971 

Rural  renewal __      .  .  _        _  ._ 

Salaries  and  expenses 

35, 690 

55, 012 

7,384 

13,  M9 

Public  enterprise  funds  (net) : 
Direct  loan  account. _     _ 

Emergency  credit  revolving  fund .  . 

Agricultural  credit  insurance  fund . 

9  000 

Rural  housing  for  the  elderly,  revolving  fund .  ._. 

1  008 

Total  Farmers  Home  Administration.-  .    . 

295,  838 

259,400 

085  171 

Rural  Community  Development  Service .  

-156 

187 

274 

Office  of  the  Inspector  General 

9,703 
3,965 
1,698 

Office  of  General  Counsel.  ..  .        .  .  . 

3,774 

1,577 

59 

1,154 

4,032 
1,644 

Office  of  Information...          .  . 

Centennial  observance  of  Agriculture 

National  Agricultural  Library ... 

1,460 

1  627 

Office  of  Management  Services -..        . 

2,401 
41 

General  administration: 
Tntrapovemmental  funds  (net.) 

241 
3,424 

256 

286, 861 

-330 
3,902 

-1,183 
318,  223 

Other 

3,487 
—  1  671 

Forest  Service: 
Tntrafovpmmental  frinrls  (net) 

Other 

354  721 

Total  Agriculture  Department 

7, 735, 260 

7, 896, 864 

7,  298, 052 

Commerce  Department: 
General  administration: 

Public,  enterprise  funds  (netl 

-13 
7,669 

-18 
IS,  518 

7 

Other 

6,655 

Economic  development: 
Area  Redevelopment  Administration: 
Public  enterprise  fimds  (net)   -  _ 

-495 
39,460 

-2,389 
71, 600 

-4,594 
80, 596 

(*) 

493 

Other 

Office  of  .\ppnlachinn  Assistancp 

Community  Relations  Service 

Office  of  Business  Economics 

1,848 
19,393 
-•3,996 

3,388 
10, 026 

2,902 

1,908 
30, 274 
-•  5, 071 

3,637 
12, 002 

2,561 

2,312 
37  797 

Bureau  of  the  Census .        . . 

Business  and  Defense  Services  Administration 

4  830 

Office  of  Field  Services _. 

4  110 

International  activities.     

14  257 

U.S.  Travel  Service...    ..  .    . 

2,432 

Total  economic  development 

80, 518 

124, 665 

142,  233 

Science  and  technology: 
Coast  and  Geodetic  Survey 

25, 077 
26, 504 

-3,513 

33,496 
27, 277 

-2,391 
-•  51, 065 

33,758 
30, 652 

7  622 

Patent  Office . 

National  Bureau  of  Standards: 
Intra  govern  mental  funds  (npt) 

Other 

'46,020 

56)768 

Footnotes  at  end  of  table. 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 


[In  thousands  of  dollars 

Expenditures  « 

1963  2 

1964  2 

1965 

Commerce  Department— Continued 
Science  and  technology— Continued 

Weather  Rureau                         

85, 294 

89, 400 

100,  585 

Total  science  and  tcchnolocv            -  

179,382 

198.847 

229, 385 

Transportation: 

-825 

9,131 

220, 677 

134, 989 

44, 121 

1 

-800 

5, 150 

203, 037 

98,  662 

40,359 

922 

Maritime  Administration: 

-2, 365 

O  pera ting-differential  subsidies 

213, 334 

Other                              

125,  759 

■Rnrean  of  Public  Roads '^                           

42, 307 

1,096 

Total  transportation 

408, 094 

347, 332 

380, 131 

Total  Commerce  Department 

675,650 

686,344 

758, 397 

Defense  Department: 
Military: 

Mihtary  personnel: 
Department  of  the  Army 

4, 302, 548 
3, 485, 621 
4,196,666 
1,014,673 

4,602.457 
3,833,389 
4,549,838 
1,209.447 

4, 696, 875 

Denartment  of  the  Navv                             

4, 020,  657 

Denartment  of  the  Air  Force               

4,  669, 092 

Defense  agencies 

1, 384, 286 

Total  militarv  Dersonnel                            

12, 999,  509 

14. 195. 131 

14,  770, 910 

Operation  and  maintenance: 
Department  of  the  Army 

3,757,264 

3,  058, 088 

4, 682, 113 

351, 169 

3,637,623 

3, 071, 007 

4, 718, 975 

504, 435 

3,  681, 146 

Department  of  the  Navv 

3,  369,  994 

Denartment  of  the  Air  Force                    -  

4,771,019 

Defense  a2;encies                                  

526,  658 

Total  oneration  and  maintenance                       -  __ 

11, 848, 634 

11.932,040 

12, 348,  718 

Procurement: 
Denartment  of  the  Armv  .         -  

2,370,713 

6,  580, 951 

7,698,028 

6,774 

2,314,565 

6, 042, 190 

6. 959, 249 

34.822 

1,  764, 065 

Department  of  the  Navv 

4,  932,  523 

5, 100,  536 

Defense  agencies 

42,216 

Subtotal                         

16, 656, 466 
-339, 100 

15,350.826 

11,839,339 

niflt^sification  adinstment^s 

Total  nrocurement     .    

16, 317, 366 

15.350,826 

11,839,339 

Research,  development,  test,  and  evaluation: 
Denartment  of  the  Armv                  

1, 354, 425 

1,429,341 

3,300,374 

291, 424 

1.338,005 

1.  .';77, 846 

3,721,620 

383,977 

1,344,396 

Denartment  of  the  Navv               -  

1, 293,  639 

Department  of  the  Air  Force., 

3,145,756 

Defense  agencies         

452,  425 

Subtotal                                        - 

6, 375,  564 
339, 100 

7. 021, 448 

6,  236, 216 

Olfl<;<;ificntion  nditistment^^ 

Total  research,  development,  test,  and  evalua- 
tion                         -  -         

6,714,664 

7.021.448 

6, 236, 216 

Military  construction: 

Denartment  of  the  Armv               

178, 352 

195, 784 

741, 984 

27,468 

232,  523 

190, 275 

554, 361 

49. 134 

216,  272 

Department  of  the  Navv    

251, 900 

Denartment  of  the  Air  Force                             

507, 066 

Defense  agencies 

31,  669 

Total  military  construction - 

1, 143, 688 

1,026.292 

1,006,908 

rootnotes  at  end  of  table. 


TABLES 


505 


Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures  » 

1963  2 

1964  2 

1965 

Defense  Department— Continued 
Military— Continued 
Family  housing; 
Department  of  the  Army 

155, 499 

87, 843 

181,  291 

2,026 

204,015 

132, 386 

240, 903 

2,215 

206, 538 

Department  of  the  Navy 

154  592 

Department  of  the  Air  Force 

255, 106 

Defense  agencies 

2, 418 

Total  family  housing 

426,658 

579, 519 

618, 653 

Civil  defense ._  . 

202, 614 

106, 825 

92, 726 

Revolving  and  management  funds  (net) : 
Pubhc  enterprise  funds: 
Department  of  the  Army: 
Defense  production  guarantees  . 

-72 

-696 
-24 

4,436 

-37 

1,095 
42 

2,672 
-1 
(*) 

-75, 244 

-195,808 

1,933 

-187, 136 

-37 

Department  of  the  Navy: 
Defense  production  guarantees  . 

—  1  236 

Other...  

-14 

Department  of  the  Air  Force,  defense  produc- 
tion guarantees 

-1,211 

Defense  agencies,  defense  production  guarantees 

(*) 

Civil  defense  procurement  fund.    .    .      .  . 

-41 

-464,  729 

-743, 917 

17,949 

-213, 519 

-8 

Intragovernmental  funds: 
Department  of  the  Army  ..                   

-102,360 

Department  of  the  Navy 

-468,  589 

Department  of  the  Air  Force 

23, 753 

Defense  agencies 

-190, 900 

Total  revolving  and  management  funds 

-1,400,613 

-452,  483 

-740,601 

Total  inilitary                                          .        . 

48, 252, 421 

49, 759, 598 

46, 172, 869 

Civil: 

Army: 
Corps  of  Engineers: 
Rivers  and  harbors  and  flood  control 

1, 069, 380 
2,543 

1, 091, 869 
839 

1,177,364 

Intragovernmental  funds  (net) 

-8, 392 

The  Panama  Canal: 
Canal  Zone  Government 

26, 720 

8,364 
1,716 

30,806 

2,074 
-311 

32, 986 

Panama  Canal  Company: 
PubUc  enterprise  funds  (net) .. 

3,100 

Thatcher  Ferry  Bridge 

327 

Total  the  Panama  Canal 

36, 801 

32, 569 

36, 412 

Other 

19, 314 

27, 730 

2 

25 

28, 426 

Navy,  wildlife  conservation,  etc ._ 

3 

Air  Force,  wildlife  conservation,  etc 

28 

34 

Total  civil  . 

1, 128, 066 

1, 153, 035 

1, 233, 847 

Total  Defense  Department 

49,380,487 

50,912,634 

47,406,716 

Health,  Education,  and  Welfare  Department: 
Food  and  Drug  Administration: 

PubUc  enterprise  fund  (net) 

-111 
38, 386 

283, 688 
50,  601 

239. 576 
86, 023 

119,908 

-199 

Other 

29, 227 

276,869 
66, 242 

198, 336 
82,  258 
97, 594 

40,848 

Office  of  Education: 

Payments  to  school  districts 

311,413 

Assistance  for  scliool  construction 

41, 846 

Defense  educational  activities.  .                           

270, 284 

Other...                     

218,332 

Vocational  Rehabilitation  Administration 

137,313 

Pubhc  Health  Service: 
Community  health: 
Hospital  construction  activities 

189, 117 
80, 616 

194, 482 
'119,259 

203,518 

Other 

159, 173 

Footnotes  at  end  of  table. 


506 


19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures  8 


Health,  Education,  and  Welfare  Department— Continued 
Public  Health  Service — Continued 

Environmental  health 

Medical  services 

National  Institutes  of  Health 

Operation  of  commissaries,  narcotic  hospitals  (net) 

Emergency  health  activities 

Other 

Total  Public  Health  Service 

Saint  Elizabeths  Hospital 

Social  Security  Administration: 

Operating  fund,  Bureau  of  Federal  Credit  Unions 

(net) 

Other 

Welfare  Administration: 

Grants  to  States  for  public  assistance 

Grants  for  maternal  and  chOd  welfare 

Other 

Special  institutions: 

American  Printing  House  for  the  Blind 

Freedmen's  Hospital 

Gallaudet  College 

Howard  University 

General  administration  and  other: 

Intragovernmental  funds  (net) 

Other 

Total  Health,  Education,  and  Welfare  Department. 

Interior  Department: 

Public  land  management: 

Bureau  of  Land  Management 

Bureau  of  Indian  Affairs: 
Public  enterprise  funds  (net): 

Revolving  fund  for  loans 

Other 

Other 

National  Park  Service 

Bureau  of  Outdoor  Recreation 

Office  of  Territories: 

Public  enterprise  funds  (net) 

Other 

The  Alaska  Railroad  (net) 

Mineral  resources: 

Geological  Survey 

Bureau  of  Mines: 

Public  enterprise  funds  (net) 

Other 

Office  of  Coal  Research 

Office  of  Minerals  Exploration 

Office  of  Oil  and  Gas 

Fish  and  Wildlife  Service: 

Office  of  Commissioner  of  Fish  and  WUdlife -.. 

Bureau  of  Commercial  Fisheries: 

Public  enterprise  funds  (net) 

Other 

Bureau  of  Sports  Fisheries  and  Wildlife 

Water  and  power  development: 
Bureau  of  Reclamation: 
Public  enterprise  funds  (net) : 
Continuing  fund  for  emergency  expenses,   Fort 

Peck  project,  Montana 

Upper  Colorado  River  Basin  fund 

Other 

Total  Bureau  of  Reclamation 

Bonneville  Power  Administration 

Southeastern  Power  Administration 

Southwestern  Power  Administration 

Office  of  Saline  Water 

Footnotes  at  end  of  table. 


1963  2 


111,537 

118,  799 

723,  596 

3 

19, 998 

10, 939 


1, 254,  604 


7,490 


—132 
32 

2,  729,  582 
76,  058 
65, 862 

719 

3,740 

1,983 

11, 127 

49 
7,700 


4,  909, 340 


113,  568 


—996 
106,  529 
238. 644 


344, 177 


29, 970 

457 

6,216 

8,674 


1964; 


141,426 
124, 683 
909, 601 
—3 
20,  080 
f  36. 091 


1,  545,  619 


9,348 


116 

5 

2,  944, 052 
89, 355 
61, 437 

775 

4,174 

2,354 

12,088 

—81 
10, 419 


5,  497,  732 


118,599 


4,861 
2 

5.094 

191,330 

199, 123 

110,543 
969 

127, 830 
1,900 

23 

—103 

31, 034 
—942 

40, 245 
1,809 

'  57, 982 

'  61, 077 

—9, 508 

37, 366 

1,470 

'569 

9,794 

38, 854 

2,627 

'538 

656 

613 

376 

380 

— 1, 402 
27, 166 
65, 791 

—637 
32,  725 
70,  229 

—896 

95, 123 

245, 156 


339, 383 


44, 991 

758 

10, 303 

9,494 


1965 


152,  963 

132,  773 

779,  787 

7 

12,  631 

12,211 


1,  453,  063 


9,959 


-176 

78 

3,  059, 498 

109,  796 

55,  342 

865 
3,929 
4,355 

11,  618 

-337 

12,  334 


5,  740, 161 


131,  345 


179 

-1 

234,  483 

130,  296 

3,827 

280 
24,946 
15,  025 

68,209 

20,  425 

40,  962 

3,822 

627 

686 

443 

391 

37,  778 
79,  498 


-2, 332 

60,  312 

269,  966 


327,  947 


54, 895 

644 

7,776 

11, 468 
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Table  4. 


-Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 
and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures  « 

1963  2 

1964  2 

1965 

Interior  Department— Continued 
Secretarial  offices: 

Office  of  the  Solicitor       

3,677 
3,322 

3,902 
3,831 

4,374 

Office  of  the  Secretary _- --    .- 

4, 206 

Office  of  Water  Resources  Research 

2,296 

Virgin  Islands  Corporation  (net) 

554 

326 

-2, 074 

Total  Interior  Department 

1, 028, 800 

1, 123, 784 

1,204,753 

Justice  Department: 

Ivegal  activities  and  general  administration       _  

58. 083 

135,  527 

66,323 

-3,121 
60. 222 

60, 893 

143, 024 

67, 101 

-4, 610 
61,  586 

64, 830 

Federal  Bureau  of  Investigation 

Immigration  and  Naturalization  Service..  

159, 50" 
72, 207 

Federal  Prison  System: 

Fpfiprftl  Prison  Industries,  Tnn,  (net) 

-1,439 

Other 

63,  053 

Total  Justice  Department . .                -        _  __    .. 

317,035 

327, 994 

358, 158 

Labor  Department: 

Bureau  of  Labor  Statistics - 

15,825 
791 

17, 870 
938 

18, 101 

Bureau  of  International  Labor  Affairs. 

722 

Manpower  Administration: 

Public  enterprise  fimds  (net): 
Advances  to  employment  security  administration 
account,  unemployment  trust  fund 

-85, 248 

-1,226 

51, 824 

5,291 

2,392 

152, 859 
9.998 

-7,435 

-1.200 

109, 970 

5,647 

-19,358 

152,  514 
9.250 

-2,226 

Farm  labor  supply  revolving  fund  .  .. 

-358 

Manpower  development  and  training  activities 

Bureau  of  Apprenticeship  and  Training 

230, 041 
5,547 

Payment  to  the  Federal  extended  compensation  ac- 
count      - -    

Unemployment  compensation  for  Federal  employees 
and  ex-servicemen                                .  _ 

122, 398 

Other    -            

7,870 

Total  Manpower  Administration  

135, 889 

249, 389 

363, 272 

Labor-management  relations: 

Bureau  of  Veterans'  Reemployment  Rights 

Labor-Management  Services  Administration 

Wage  and  labor  standards: 

Bureau  of  Labor  Standards-  - 

653 
5,929 

4,156 

914 

17, 789 

65, 263 
3,894 
4,306 
1,870 

756 
7,239 

3.709 

802 
19, 926 

58, 812 
4,369 
4,616 
1,989 

813 
7,223 

3,601 

Women's  Bureau.  .        

773 

Wage  and  Hour  Division        _. . 

20, 295 

Bureau  of  Employees'  Compensation: 

Employees'  compensation  claims  and  expenses 

Other                                    

52, 658 
4,432 

Office  of  the  Solicitor     .    ._--.. 

4,851 

Office  of  the  Secretary..  .    .. 

2,728 

Total  Labor  Department _..  ._  

257,279 

370, 415 

479,  529 

Post  Office  Department: 

PubUc  enterprise  fund  (net) — postal  fund    - 

770,335 

577, 699 

804, 542 

State  Department: 

Administration  of  foreign  affairs: 

Salaries  and  expenses  ..  -  _. 

151,915 

13, 427 

-1.450 

2,957 

148, 852 

15, 690 

356 

3,272 

»  175,  024 

Acquisition,  operation,  and  maintenance  of  buildings 
abroad                                                  .  .  

26, 196 

Tntragnvern mental  fnnrls  (net) 

854 

Other  

3,631 

Total  administration  of  foreign  affairs  _  

166, 849 

168, 170 

205, 705 

International  organizations  and  conferences: 

Contributions  to  international  organizations     

94,  654 

72, 070 

4,231 

99,  503 
4,193 
4,931 

86, 790 

Loans  to  the  United  Nations     

Other 

5,852 

Footnotes  at  end  of  table. 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 


[In  thousands  ot  dollars] 


Expenditures  ' 


State  Department— Continued 
International  commissions.. 

Educational  exchange 

Other 


Total  State  Department. 


Treasury  Department: 

Office  of  the  Secretary: 

Pubhc  enterprise  funds  (net): 
Reconstruction    Finance    Corporation   liquidation 

fund 

Federal  Farm  Mortgage  Corporation  liquidation 

fund 

Civil  defense  program  fund 

Intragovemmental  funds  (net) 

Other 

Bureau  of  Accounts: 

Interest  on  uninvested  funds 

Claims,  judgments,  and  relief  acts 

Government  losses  in  shipment  fund  (net) 

Salaries  and  expenses 

Other 

Bureau  of  Customs: 

Intragovemmental  funds  (net) 

Other 

Bureau  of  Engraving  and  Printing: 

Intragovemmental  funds  (net) 

Other 

Bureau  of  the  Mint 

Bureau  of  Narcotics 

Bureau  of  the  Public  Debt 

U.S.  Coast  Guard: 

Intragovemmental  funds  (net) 

Other 

Internal  Revenue  Service: 

Interest  on  refunds  of  taxes 

Payments  to  Puerto  Rico  for  taxes  collected 

Other 

Office  of  the  Treasurer: 

Check  forgery  insurance  fund  (net) 

Other 

U.S.  Secret  Service 


Interest  on  the  public  debt:  '^ 

Public  issues 

Special  issues 


Total  interest  on  the  public  debt- 


Total  Treasury  Department. 
Atomic  Energy  Commission 


Federal  Aviation  Agency: 
Grants-in-aid  for  airports. 
Other 


Total  Federal  Aviation  Agency. 


General  Services  Administration: 
Real  propertv  activities: 

Construction,  public  buildings  projects 

Repair  and  improvement  of  public  buildings. 

Intragovemmental  funds  (net) 

Other 

Personal  property  activities: 

Intragovemmental  funds  (net) 

Other 

Utilization  and  disposal  activities 

Records  activities 

Transportation  and  commimicatlons  activities. -- 


1963  2 


15,999 

45,  580 

9,211 


408, 493 


-3,127 

-533 

-135 

-1 

4,625 

10,917 

26, 248 

536 

31,935 

(*) 


67, 268 

-2,272 

43 

7,534 

4,659 

48, 787 

-2,195 
298, 777 

73, 857 

44, 780 

497, 273 

-2 
16,111 

7.540 


8, 604, 272 
1,291,032 


9, 895, 304 


11,027,931 


2, 757, 876 


51,493 
674,817 


726,311 


91,779 

62,  502 

5,707 

232, 420 

-17, 895 

40, 091 

9,699 

14, 389 

4,652 


1964  2 


12,556 
45, 956 
11,817 


347, 126 


-2,436 

-410 

-59 

1 

5,283 

10,719 

31,896 

339 

31, 853 

(•) 


74, 621 

253 

148 

9,164 

5,389 

48, 545 

-1,630 
351,436 

88, 409 

44, 962 

560, 196 

20 

13,657 

9,134 


9,280,107 
1,385,751 


10, 665, 858 


11,947,349 


2, 764, 565 


65,248 
685, 302 


750, 550 


160,818 

73, 365 

-21,162 

260, 128 

28,313 
46,610 

9,585 
14, 546 

4,230 


1965 


16, 489 

58, 358 

9,800 


382, 993 


19 

-277 

-28 

1 

5, 812 

11,752 

74, 424 

44 

32, 115 

1 

-1 

77,  953 

906 

272 

15,346 

5,458 

49, 651 

-172 
386, 665 

77, 237 

42, 941 

586, 627 

2 

6,342 

10,462 


9, 803, 834 
1,542,620 


11,346,455 


12, 730,  006 


2, 624, 996 


70, 598 
724,  015 


794, 613 


136, 033 
82, 730 
12, 531 

274, 601 

13, 356 
53, 426 

9,713 
16,  on 

7,382 


Footnotes  at  end  of  table. 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  doUars] 


Expenditures » 

1963  2 

1964  2 

1965 

General  Services  Administration— Continued 
Defense  materials  activities: 
Public  enterprise  funds  (net) 

3 

Intragovernmental  funds  (net) 

-859 
22,  671 

-168 
-700 
1,609 

-114 
15,957 

-582 
-729 
1,746 

68 

Strategic  and  critical  materials—- 

16, 284 
—218 

General  activities: 

Public  enterprise  funds  (net) 

TntragnvRrnmental  funds  (npt) 

030 

Other 

1  985 

Total  General  Services  Administration       

465,896 

592, 711 

6'>3  676 

Housing  and  Home  Finance  Agency: 
Office  of  the  Administrator: 

Public  enterprise  funds  (net) : 
College  housing  loans .      . 

283,  574 
-2,014 
173, 208 

219,334 
-1, 799 
235, 012 

220,744 
985 

Liquidating  programs 

Urban  renewal  fund 

324, 352 

180 

Rehabilitation  loan  fund 

Urban  mass  transportation .  .  . 

195 

79,919 

5,130 

'31,214 

11  068 

Other 

53, 608 

265 
27, 180 

87  508 

Open-space  land  grants ... 

6, 212 
34,486 

Other 

Total  Office  of  the  Administrator.  .            .  . 

535,821 

569, 006 

683  563 

Federal  National  Mortgage  Association  (net) : 
Loans  for  secondary  market  operations 

4,460 

-70, 820 

-138, 359 

-141, 925 

—4  460 

Purchase  of  preferred  stock ,.  

—38  000 

Management  and  Uquidatlng  functions  fund 

-162, 265 
-277,044 

-105,412 
—375  849 

Special  assistance  functions  fund 

Government  mortgage  liquidation  fund. _.    . 

16  -24,927 

Total  Federal  National  Mortgage  Association 

-439,309 

-346, 644 

-548, 648 

Federal  Housing  Administration  (net)                  

134, 951 

178, 867 

-43. 442 
149,207 

—115  350 

Public  Housing  Administration  (net). 

230  116 

Total  Housing  and  Home  Finance  Agency 

410, 330 

328. 127 

249, 681 

National  Aeronautics  and  Space  Administration.. 

2,  552. 347 

4,170,997 

5, 092, 904 

Veterans'  Administration: 

Compensation,  pensions,  and  benefit  programs 

4, 001, 326 

-86,187 

—22  922 

-20;  676 

1,301,282 

4, 057, 282 

-32,  303 

76, 498 

-16, 820 

1,393,444 

4,180,995 

Public  enterprise  funds  (net) : 

Direct  loans  to  veterans  and  reserves . 

—  129  834 

Loan  guaranty  revolving  fund. 

38  301 

Other 

—29  095 

Other 

1  427  577 

Total  Veterans'  Administration 

5,172,823 

5, 478, 101 

5,487  944 

Other  independent  agencies: 

Advisory  Commission  on  Intergovernmental  Relations.. . 
Alaska  International  Rail  and  Highway  Commission 

412 
-1 

366 

422 

Alaska  Teniporarv  Claims  Commission  .               .  ... 

5 

American  Battle  Monuments  Commission 

1,826 
1,722 

81.857 
9,374 

1,786 
285 

84, 122 
10, 023 

1,952 

Central  Intelligence  Agency — construction  . 

354 

Civil  Aeronautics  Board: 

Payments  to  air  carriers _ 

80, 423 

Other _        

11,205 

Payment  to  civil  service  retirement  and  disability 
fund 

30, 000 

6,789 

13, 200 
23,  694 

62,000 

9.500 

14, 800 
25, 118 

65  000 

Government    payment    for    annuitants,    employees 
health  benefits  fund _     

12, 210 

Government  contribution,  retired  employees  health 
benefitsfund 

14,  800 

Other 

25, 102 

Total  Civil  Service  Commission 

73, 683 

111,418 

117,112 

Commission  of  Fine  Arts 

82 

1,046 

3 

87 
817 

7 

95 

Commission  on  Civil  Rights 

1,151 

Commission  on  International  Rules  of  Judicial  Procedure. 
Equal  Employment  Opportunity  Commission,..    

(*) 

29 

Export-Import  Bank  of  Washington  (net).  .        

-391, 550 

-701,784 

-357, 231 

Footnotes  at  end  of  table. 
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TA.BLE  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures 


Other  independent  agencies— Continued 
Farm  Credit  Administration  (net): 

Short-term  credit  investment  fund 

Banks  for  cooperatives  investment  fund 

Revolving  fund  for  administrative  expenses. 


Total  Farm  Credit  Administration . 


Federal  Coal  Mine  Safety  Board  of  Review 

Federal  Communications  Commission 

Federal  Home  Loan  Bank  Board  (net): 

Federal  Savings  and  Loan  Insurance  Corp.  fund 

Other 

Federal  Maritime  Commission 

Federal  Mediation  and  Conciliation  Service 

Federal  Power  Commission 

Federal  Development  Planning  Committees  for  Alaska.,. 

Federal  Trade  Commission 

Foreign  Claims  Settlement  Commission 

General  Accounting  OfTice 

Historical  and  memorial  commissions 

Indian  Claims  Commission 

Interstate  Commerce  Commission 

National  Capital  Housing  Authority 

National  Capital  Planning  Commission 

National  Capital  Transportation  Agency 

National  Commission  on  Food  Marketing _ -. 

National  Commission  on  Technology,  Automation,  and 

Economic  Progress 

National  Labor  Relations  Board -- 

National  Mediation  Board -- 

National  Science  Foundation 

Outdoor  Recreation  Resources  Review  Commission 

Participation  in  Interstate  Federal  Commissions: 

Appalachian  Regional  Commission 

Delaware  River  Basin  Commission 

Interstate  Commission  on  the  Potomac  River  Basin... 
President's  Advisory  Committee  on  Labor-Management 

Policy 

Railroad  Retirement  Board 

Railroad  Retirement  Board— MiUtary  service  credits 

Renegotiation  Board -,---\ 

St.  Lawrence  Seaway  Development  Corp.  (net) 

Securities  and  Exchange  Commission 

Selective  Service  System 


1963  2 


13,310 

-11,980 

2,567 


3,898 


Small  Business  Administration: 
Pul)lic  enterprise  fund  (net) . . . 

Salaries  and  expenses 

Other 


Total  Small  Business  Administration. 


Smithsonian  Institution 

Subversive  Activities  Control  Board 

Tariff  Commission 

Tax  Court  of  the  United  States 

Tennessee  Valley  Authority  (net) 

U.S.  Arms  Control  and  Disarmament  Agency. 


U.S.  Information  Agency: 
Informational  media  guaranties  fund  (net) . 

Salaries  and  expenses 

Construction  of  radio  facihties 

Other 


Total  U.S.  Information  Agency. 


U.S.-Puerto  Rico  Commission  on  the  status  of  Puerto 

Rico — 

U.S.  study  commissions 


Total  other  independent  agencies. 
Footnotes  at  end  of  table. 


59 
14, 088 

-263,  543 

-118 

2,142 

5,052 

10,  712 


1964  2 


5,490 

-13,926 

-161 


-8,  598 


11,515 

804 

42, 294 

100 

269 

23, 519 

40 

1,882 

2,323 


20, 945 

1,812 

206, 372 

88 


130 
5 

120 
-601 


2,325 

1,437 

13,  207 

34, 489 


137, 408 

4,850 

150 


142, 407 


20,  204 

338 

2,767 

1,770 

53, 449 
2,333 


1,850 

131,  564 

14,  756 

7,294 


155, 463 


775 
293, 322 


64 
16,717 

-248,096 

-322 

2,611 

5,702 

12, 324 

-30 

12, 118 

8,924 

45, 116 

123 

294 

24, 378 

43 

735 

982 


22, 049 

1,939 

310, 072 

(*) 


153 
5 

113 


2,509 

154 

14, 337 

40, 936 


124,316 

8,591 

25 


132, 933 


21, 791 

348 

2,932 

1, 928 

59,  291 
6,195 


940 

140, 620 

12, 157 

7,392 


161, 109 


170 
159, 177 


1965 


3,375 

-20, 287 

99 


-16,813 


16, 747 

-204,698 

134 

2,857 

6,284 

13,116 

87 

13, 662 

35, 047 

44, 948 

135 

303 

26, 491 

39 

3,538 

617 

408 

134 

25,  221 

1,892 

308, 892 


40 

131 

5 

106 


13, 834 

2,650 

905 

15,  276 

43, 211 


236, 221 

6,658 

43 


242, 922 


27, 986 

409 

3,271 

2,  087 

47, 937 
7,302 


873 

150, 168 

6,639 

7,434 


165, 114 


44 


(*) 


707, 854 
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Table  4. — Administrative  budget  receipts  and  expenditures,  fiscal  years  1963,  1964, 

and  1965 — Continued 

[In  thousands  of  dollars] 


Expenditures » 

1963  2 

1964  2 

1965 

District  of  Columbia: 

Federal  payment  to  District  of  Columbia 

33,199 

7,000 

24, 950 

416 

-513,397 

40, 368 

7,000 

9,450 

656 

-663, 622 

40  720 

Advances  for  general  expenses  (repayable) 

9  000 

Loans  to  District  of  Columbia  for  capital  outlay. 

10,700 
832 

Loans  to  District  of  Columbia  (stadium  fund) 

Interfund  transactions  (— )'    -    -- 

—869  865 

Net  administrative  budget  expenditures 

92, 641, 797 

97, 684, 375 

96, 506, 904 

Administrative  budget  surplus,  or  deficit  (— ) 

-6,265,587 

-8,225,711 

-3,435,107 

"■  Revised. 
*Less  than  $500. 

1  Internal  revenue  and  customs  receipts  are  stated  on  a  collection  basis.  Other  receipts  are  reported  on 
a  deposits  confirmed  basis.    See  "Bases  of  Tables,"  annual  report  1962,  p.  502. 

2  Certain  figures  for  the  fiscal  years  1963  and  1964  have  been  adjusted  to  correspond  to  classifications  for 
fiscal  1965. 

'  Distribution  between  income  taxes  and  employment  taxes  is  made  in  accordance  vcith  provisions  of 
section  201  of  the  Social  Security  Act,  as  amended,  for  transfer  to  the  Federal  old-age  and  survivors  and 
Federal  disability  insurance  trust  funds  (42  U.S.C.  401(a)). 

<  Includes  adjustments  of  prior  estimates  as  follows:  Income  taxes  withheld,  $99,145,461:  income  taxes- 
other,  $75,781,944;  transfers  to  Federal  old-age  and  survivors  Insurance  trust  fund,  —$169,015,179;  and  trans- 
fers to  Federal  disability  insurance  trust  fund,  —$5,912,226. 

«  Amounts  of  refunds  of  principal  of  overpaid  taxes  formerly  reported  net  of  reimbursements  from  trust 
fund  accounts  are  reported  herein  on  a  gross  basis.  These  reimbursements  to  the  Internal  Revenue  Service 
for  refunds  are  included  and  netted  with  amounts  of  transfers  to  the  respective  trust  fund  accounts. 

«  The  principal  amount  of  refunds  of  employment  taxes  and  excise  (highway)  taxes  are  excluded  from  the 
transfers  and  are  included  in  refunds  of  internal  revenue  receipts  apphcable  to  trust  accounts. 

'  Mainly  interest  payments  by  Government  corporations  and  agencies  that  borrow  from  the  Treasury. 
For  details  of  these  interfund  transactions,  fiscal  years  1962-65,  see  table  8.  These  interfund  transactions 
deducted  from  budget  receipts  and  expenditures  do  not  include  payments  to  the  Treasury  by  wholly  owned 
Government  corporations  for  retirement  of  their  capital  stock  and  for  disposition  of  earnings.  Those  capital 
transfers  have  been  excluded  from  budget  receipts  and  expenditures  since  July  1, 1948. 

'  Expenditures  are  stated  on  the  basis  of  checks  issued  (except  interest  on  the  public  debt)  and  certain 
cash  payments.    See  "Bases  of  Tables." 

»  Net  cash  transactions  under  provisions  of  the  act  of  Sept.  4, 1961  (22  U.S.C.  2316). 

■"  Residual  of  gross  receipts  and  expenditures  after  reduction  for  certain  costs  which  are  included  in 
amounts  shown  for  special  activities  financed  by  Commodity  Credit  Corporation. 

"  Includes  certain  amounts  transferred  from  price  support  operations  for  which  expenditures  may  have 
been  made  in  prior  years,  in  addition  to  adjustments  representing  recoveries  received  from  other  programs. 

'2  Most  Bureau  of  FubUc  Roads  expenditures  are  made  from  the  highway  trust  fund  and  do  not  appear  in 
this  table. 

13  Estimated  adjustments  to  reclassify  expenditures  for  comparability  with  the  1964  budget  appropriation 
structure.  These  adjustments  are  between  the  major  categories  of  expenditures  and  do  not  affect  the  total 
■  expenditures  for  miUtary  functions.  Amounts  shown  for  the  respective  departments  represent  the  expend- 
itures as  recorded  in  accounts  of  the  departments  and  do  not  include  any  adjustments  for  comparability. 

"  Gives  effect  to  reimbursements  collected  for  administrative  support  furnished  to  other  agencies  amount- 
ing to  $87,445,411. 

15  Expenditures  are  stated  on  an  accrual  basis. 

■'  The  proceeds  from  sale  of  participation  certificates  amounting  to  .$299,262,000  were  credited  to  this  fund 
and  paid  over  to  Veterans'  Administration  and  to  the  Special  Assistance  Functions  fund,  FNMA. 
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Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1963,  1964,  o,nd  1965 

[In  thousands  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 

States  Government,"  see  "Bases  of  Tables"] 


Receipts 


1963  1 


1964  1 


1965 


Legislative  Branch: 

Payments  from  general  fund 

Other 

The  judiciary: 

Judicial  survivors  annuity  fund: 

Contributions 

Interest  on  investments 

Funds  appropriated  to  the  President: 
Mutual  defense  and  development: 

Military  assistance  advances 

Economic  assistance 

Other 

Agriculture  Department 


179 
1,451 


595 
63 


949,  789 

3,624 

128 

61, 035 


Commerce  Department: 
Highway  trust  fund:  2 
Transfers  from  general  fund  receipts. 

Less  refunds  of  taxes 

Interest  on  investments 


3,405,017 

-126,319 

14,  268 


Total  highway  trust  fund. 


3, 292, 966 


Other 

Defense  Department: 

Military 

Civil: 
Payments  from  general  fund. 
Other 


28, 499 

5,549 

2,957 
34,  689 


Health,  Education,  and  Welfare  Department: 

Federal  old-age  and  survivors  insurance  trust  fund:  3 
Transfers  from  general  fund  receipts: 

Appropriated 

Unappropriated 

Less  refunds  of  taxes 

Deposits  by  States 

Interest  and  profits  on  investments 

Other 


12, 466, 041 

13, 000 

-127,850 

989,  571 

512, 408 

2,490 


Total  Federal  old-age  and  survivors  insurance  trust 
fund 


13, 855, 660 


Federal  disability  insurance  trust  fund:  < 
Transfers  from  general  fund  receipts: 

Appropriated 

Unappropriated 

Less  refunds  of  taxes 

Deposits  by  States 

Interest  and  profits  on  investments 

Other 


Total  Federal  disability  insurance  trust  fund. 


Other 

Interior  Department: 

Indian  tril)al  funds 

Payments  from  general  fund. 
Other 


Labor  Department: 

Unemployment  trust  fund:  ' 
Employment  security  administration  account: 
Transfers  (Federal  imemployment  taxes): 

Appropriated 

Unappropriated 

Less  refunds  of  taxes 

Advances  from  general  (revolving)  fund 

Less  return  of  advances  to  the  general  fund 

State  accounts— deposits  by  States. 

Federal    unemployment    account— Less    transfer 

receipts  to  Labor 

Railroad  unemployment  insurance  account: 

Deposits  by  Railroad  Retirement  Board 

Advances  from  railroad  retirement  account 

-    Advances  from  general  fund 

Less  return  of  advances  to  the  general  fund 


of 


1,006,338 

-1,000 

-11,575 

81, 858 

69, 635 


1, 145,  256 


541 

46,  504 
22,  654 
11,455 


948, 339 

126 

-3,  097 

173, 500 

-255,412 

3,  008, 934 


149,  798 
37, 699 


180 
1,831 


645 
76 


719,  701 
769 
164 

55,711 


3, 645,  793 

-126,637 

20,  361 


3,  539,  518 


33, 052 

5,178 

3,057 
42, 940 


14, 488, 597 

-1,000 

-152,470 

1, 166, 599 

539, 044 

2,604 


16,  043, 374 


1, 070, 186 


-13,330 
86, 305 
67,  660 


1,210,821 


867 

70,  253 
23, 468 
10,  835 


854, 306 
-3, 448 
-4,  291 
239, 705 
-244,  205 
3, 042, 408 


144, 087 
35, 187 


-601 


180 
1,463 


790 
90 


824, 431 

1,584 

231 

57, 948 


3, 782, 008 

-123,498 

11, 035 


3, 669, 544 


10,317 

5,745 

3,136 
25, 965 


14,  777, 985 

-27, 000 

-178,626 

1,  257, 853 

583, 125 

3,190 


16, 416,  527 


1, 095, 088 


-13,064 

93, 221 

65,  247 

17 


1, 240, 508 


338 

58, 591 
65, 843 
12, 870 


622, 038 

461 

-7,609 

194, 968 

-194,968 

3, 051, 539 

(*) 

142, 781 
58, 230 


Footnotes  at  end  of  table. 


TABLES 


513 


Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1.963,  1964,  and  1965 — Con. 

[In  thousands  of  dollars] 


Receipts 


19631 


1964  » 


1965 


Labor  Department— Continued 

tJnemployment  trust  fund  '—Continued 
Railroad  unemployment  insurance  administration  fund: 

Deposits  by  Railroad  Retirement  Board 

Federal  extended  compensation  account: 

Advances  from  general  fund 

Interest  and  profits  on  investments 

Total  unemployment  trust  fund 

Other ..- 

State  Department: 

Foreign  service  retirement  and  disability  fund: 

Deductions  from  salaries  and  other  receipts 

Employing  agency  contributions 

Receipts  from  civil  service  retirement  and  disability  fund . 

Interest  on  investments 

Other 

Treasury  Department 

Atomic  Energy  Commission 

Federal  Aviation  Agency 

General  Services  Administration 

National  Aeronautics  and  Space  Administration 

Veterans'  Administration: 

Government  life  insurance  fund: 

Premiums  and  otlier  receipts 

Payments  from  general  fund 

Interest  on  investments 

National  service  life  insurance  fund: 

Premiums  and  other  receipts 

Payments  from  general  fund 

Interest  on  investments 

Other 

Total  Veterans'  Administration 

Other  independent  agencies: 
Civil  Service  Commission: 
Civil  Ser-^ce  retirement  and  disability  fund: 

Deductions  from  employees'  salaries,  etc 

Payments  from  other  funds: 

Employing  agency  contributions 

Federal  contribution 

Voluntary  contributions,  donations,  etc 

Interest  and  profits  on  investments 


Total  Civil  Service  Commission. 


Railroad  Retirement  Board: 
Railroad  retirement  account: 

Transfers  (Railroad  Retirement  Act  taxes): 

Appropriated 

Unappropriated 

Fines  and  penalties 

Interest  and  profits  on  investments 

Interest  on  advances  to  railroad  unemployment  insur- 
ance account 

Repayment  of  advances  to  railroad  unemployment 
insurance  account 

Payment  from   Federal  old-age  and  survivors  and 
Federal  disability  insurance  trust  funds 

Otlier 


7,884 

2,392 
191, 107 


4,  260, 668 


39 


3,298 

3,136 

336 

1,461 

110 

16,454 

274 

4 

2,001 

1 


16, 926 

-240 

35, 114 

476, 733 
5,993 

175, 023 
1,889 


711,438 


920, 753 

920, 853 
30, 000 
13, 191 

362,  259 


2,  247,  055 


559, 049 
12, 486 


105, 214 
8,946 


442, 132 


Total  Railroad  Retirement  Board. 


1,127,826 


Other 

District  of  Columbia: 

Revenues  from  taxes,  etc 

Payments  from  general  fund: 

Federal  contribution 

Advances  for  general  expenses 

Less  return  of  advances  to  general  fund. 

Loans  for  capital  outlay 

Other  loans  and  grants 


24,325 

253, 836 

33, 199 
10,  000 
-3, 000 
24, 950 
22, 380 


Footnotes  at  end  of  table. 
782-556—^66 33 


11,970 

'1 
212, 608 


4,  288, 328 


3,440 
3,308 

385 
1,507 

338 
26,  054 

629 


283 
201 


15, 805 

-143 

34,464 

478, 300 
5,969 

176,471 
1,870 


712, 737 


979, 886 

979,941 
62,  000 
14, 592 

419,838 


2, 456, 257 


608, 970 
-15,493 
(*) 
130, 128 

9,508 

37,454 

421,775 


1,192,341 


48, 098 

272,163 

40.368 

33,  000 

-26, 000 

9,450 

26, 606 


9,520 


255, 265 


4, 132,  225 


130 


3,878 
3,687 
796 
1,577 
1,258 
24, 235 
1,230 


2,244 
541 


14, 733 

-119 

33, 762 

472,  984 
7,029 

182, 145 
1,811 


712,344 


1,050,416 

1, 050, 356 

65, 000 

16,430 

482, 171 


2,  664, 373 


630, 430 
5,116 


143, 134 

12, 167 

77, 935 

459,  253 
13, 834 


1,341,868 


9,824 

287, 263 

40, 720 
50, 000 
-41,000 
10, 700 
41,705 
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Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1963,  1964,  o,nd  1965 — -Con. 

[In  thousands  of  dollars] 


Receipts  and  expenditures 


Interfund  transactions  (— ): 

Payments  to  employees'  retirement  fund  receipts 

Payments  between  funds: 

FOASI  trust  fund  to  railroad  retirement  account 

Unemployment  trust  fund  from  railroad  retirement 

account 

Other 


Total  interfund  transactions  (— )'. 


Net  trust  receipts. 


Expenditures 


Legislative  Branch 

The  judiciary-judicial  survivors  annuity  fund- 
Funds  appropriated  to  the  President: 
Mutual  defense  and  development: 

Military  assistance  advances 

Economic  assistance 

Other 

Agriculture  Department: 

Trust  enterprise  funds  (net) 

Other 

Commerce  Department: 

Highway  trust  fund-Federal-aid  highways- 
Other --- 

Defense  Department: 

Military --- 

Civil: 

Trust  enterprise  funds  (net) 

Other 


and 


Health,  Education,  and  Welfare  Department: 

Federal  old-age  and  survivors  insurance  trust  fund: 
Administrative    expenses— Bureau    of    Old-Age 

Survivors  Insurance .- 

Reimbursement  of  administrative  expenses  from  Fed- 
eral disability  insurance  trust  fund 

Payments  to  general  fund— administrative  expenses 

Payments  to  Railroad  Retirement  Board 

Benefit  payments 

Construction - 


Total  Federal  old-age  and  survivors  insurance  trust 
fund 


Federal  disability  insurance  trust  fund: 
Administrative  expenses— reimbursement   to   Federal 

old-age  and  survivors  insurance  trust  fund 

Payments  to  general  fund— administrative  expenses 

Benefit  payments 

Payment  to  Railroad  Retirement  Board 


Total  Federal  disability  insurance  trust  fund. 


Other 

Interior  Department: 

Indian  tribal  funds 

Other 

Justice  Department  (net) : 

Alien  property  activities 

Federal  Prison  System  commissary  funds. 


Labor  Department: 

Unemployment  trust  fund:  ^ 
Employment  security  administration  account: 
Salaries  and  expenses,  Bureau  of  Employment  Secu- 
rity  

Grants  to  States  for  unemployment  compensation  and 

employment  service  administration 

Payinents  to  general  fund: 

Reimbursements  and  recoveries. 

Interest  on  refunds  of  taxes 

Payment  of  interest  on  advances  from  general  (re- 
volving) fund 


1963  1 


-13,320 

-422,  523 

-37,  699 
-31,305 


-504, 847 


27, 688,  538 


1,723 
416 


673,  736 

1,015 

70 

-518 
45,  776 

3,  016,  701 
26, 141 

5,116 

10 
29, 162 


275,  423 

-62,  935 

48, 458 

422,  523 

13, 844, 584 

1,657 


14,  529,  710 


65, 349 
3,577 

1,170,678 
19,  609 


1,  259, 214 


549 

66, 871 
12,  067 

31, 689 

18 


11,552 

336, 420 

5,604 
73 

3,337 


1964  > 


-14, 563 

-402, 636 

-35, 187 
-68, 994 


-521, 379 


30, 330, 646 


1,644 
490 


480,  751 

2,024 

152 

717 
50, 854 

3, 645. 013 
25, 303 

5,149 

6 
44, 142 


312, 382 

-63, 850 
51,714 

402,  636 

14,  579, 166 

2,558 


15,  284, 607 


66,  358 

3,841 

1,251,207 

19, 139 


1, 340,  545 


833 

66, 093 
10, 882 

52, 783 
11 


12, 829 

412, 707 

54, 594 
93 

2,935 


1965 


-16,340 

-435, 638 

-58,230 
-128,230 


-638, 438 


31, 047,  259 


1,897 
488 


744,  553 

2,172 

139 

-1,083 
53, 108 

4,  026, 117 
20, 962 

5,439 

-2 
31,387 


322,  788 

-75,  111 

52, 378 

435,  638 

15, 225, 894 

305 


15, 961, 893 


78, 223 

3,768 

1,392,190 

23, 615 


1, 497, 796 


562 

74,015 
11,  250 

-168,758 
27 


13, 357 

399, 396 

112, 018 
172 

2,226 


Footnotes  at  end  of  table. 
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Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1963,  1964,  cind  1965 — Con. 

[In  thousands  of  dollars] 


Expenditures 

1963  1 

1964  1 

1965 

Labor  Department— Continued 

Unemployment  trust  fund  s— Continued 
Railroad  unemployment  insurance  account: 
Benefit  payments  ..  -----           -  -    -  .  

166, 744 
94 

133, 912 

115, 243 

Temporary  extended  unemployment  benefits.     

Repayment  of  advances  to  railroad  retirement  account. 

37, 454 

9,508 
7,090 

9,070 

2, 703, 275 

-1 

-2, 305 

1 

325, 402 

77  935 

Payment  of  interest  on  advances  from  railroad  retire- 
ment account    --- - 

8,946 
9,853 

8,840 

2,812,637 

-2, 392 

-14.967 

2,392 

466, 327 

12  167 

Repayment  of  advances  from  general  fund 

Railroad  unemployment  insurance  administration  fund: 
Administrative  expenses -     . 

7,861 
2, 389, 612 

State  accounts: 
Withdrawals  by  States           

Reimbursements  from  Federal  extended  compensa- 
tion account -. 

Federal  extended  compensation  account: 
Temporary  extended  unemplojrment  compensation 

payments...    .             -- -.  .      -    .-  ...     .. 

—  1 

Reimbursements  to  State  accounts 

Repayment  of  advances  from  general  fund .- 

—  1 

Total  unemployment  trust  fund 

3, 815, 459 

3,  706, 564 

3, 129, 985 

Other 

166 

7,085 

193 

22,  677 

125 

19 

4 
2,169 

126 

7,486 

300 

18, 492 

638 

36 

-19 
383 

66, 360 

-103, 752 

98 

72,  204 

585, 267 
1,655 

234 

State  Department: 

Foreign  service  retirement  and  disability  fund    

8  307 

Other 

1,243 

Treasury  Department 

22,  959 

Atomic  Energy  Commission 

942 

Federal  Aviation  Agency     

General  Services  Administration: 

Trust  enterprise  funds  (net) 

-4 

Other 

214 

Housing  and  Home  Finance  Agency: 

Federal  National  Mortgage  Association  (net): 
Loans  for  secondary  market  operations  and  purchase  of 
preferred  stock -  -    .  

42, 460 

Other  secondary  market  operations..        .      -      

-730, 222 

49, 008 

National  Aeronautics  and  Space  Administration 

50 

Veterans'  Administration: 

Government  life  insurance  fund-benefits,  refunds,  and 
dividends       -                                                              .  . 

79, 131 

747, 095 
1,660 

70,528 

National  service  life  insurance  fund-benefits,  refunds,  and 
dividends ---      ..-  ---  ..    . 

544, 996 

Other  .      . 

1,514 

Other  independent  agencies: 
Civil  Service  Commission: 
Civil  service  retirement  and  disability  fund 

1, 175, 887 

-12,326 

-32, 239 

-143 

1,  318, 296 

-14,562 

-49,383 

-115 

1, 438, 147 

Employees  health  benefits  fund  (net)  .- .. 

-9, 278 

Employees'  life  insurance  fund  (net) 

-26, 361 

Retired  employees  health  benefits  fund  (net).. 

-783 

Total  Civil  Rervire  Commission 

1, 131, 179 

1, 254, 236 

1, 401,  726 

National  Capital  Housing  Authority  (net) 

-2,437 

-436 

588 

Railroad  Retirement  Board: 
Railroad  retirement  account: 

Administrative  expenses 

Benefit  pa\Tnents,  etc..                  .-  -  -  

9,833 
1, 064, 001 

37,699 

1 

11,021 
1, 092, 451 

35, 187 

(*) 

10, 342 
1, 116, 370 

Advances  to  railroad  unemployment  insurance  ac- 
count 

58, 230 

Interest  on  refunds  of  taxes --.  ..-  

9 

Total  Railroad  Retirement  Board 

1,  111,  533 

1,138,659 

1,184,951 

Other: 
Trust  enterprise  funds  (net) 

10 

289 

333, 546 

43 

652 
355,  247 

-116 

Other 

377 

District  of  Columbia 

384, 522 

Footnotes  at  end  of  table. 
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Table  5. — Trust  receipts  and  expenditures,  fiscal  years  1963,  1964,  and  1965 — Con. 

[In  thousands  of  dollars] 


Expenditures 

1963  1 

1964  1 

1965 

Deposit  fund  accoimts: 

Food  stamps  issued  (receipts) : 
Payments  frnm  penerMl  fund 

-18, 640 
-31,051 

48, 602 
146,  756 

-28, 646 

-44, 996 

73,  663 

-566, 999 

-32, 505 

—52  844 

Receipts  from  sales  - 

Food  stamps  redeemed  (expenditures) 

83  774 

Other  deposit  funds  (net) 

-208, 031 

Subtotal  trust  and  deposit  fund  expenditures 

26, 364, 812 

27,  549, 262 

28, 896, 842 

Government-sponsored  enterprises  (net): 
Farm  Credit  Administration: 
Banks  for  cooperatives-        - 

29,  289 
276, 889 
176, 418 

363, 215 
-160,546 

37, 092 

182,  203 
248, 401 

1,571,914 
-182,866 

189, 231 

Federal  intermediate  credit  banks 

149,  032 

Federal  land  banks . 

561  021 

Federal  Home  Loan  Bank  Board: 
Home  loan  banks                     _ . 

659,  661 

Federal  Deposit  Insurance  Corporation 

-179,957 

Total  Government-sponsored  enterprises 

685, 265 

1, 856, 744 

1, 378, 989 

Interfund  transactions  (— )' 

-504, 847 

-521, 379 

-638, 438 

Net  trust  expenditures 

26,  545, 231 

28, 884, 626 

29, 637, 393 

Excess  of  trust  receipts,  or  expenditures  (—) ---_---_ 

1, 143, 307 

1, 446, 019 

1, 409, 866 

'  Revised. 
*Less  than  $500. 

'  Certain  figures  for  the  fiscal  years  1963  and  1964  have  been  adjusted  to  correspond  to  classifications  for 
fiscal  1965. 

2  Details  of  this  trust  fund  may  be  found  in  table  75. 

3  Details  of  this  trust  fund  may  be  found  in  table  73. 
*  Details  of  this  trust  fund  may  be  found  in  table  72. 

5  Details  of  this  trust  fimd  may  be  found  in  table  82. 

6  Mainly  financial  interchanges  between  trust  funds  resulting  in  receipts  and  expenditures.    For  details 
of  these  interfund  transactions  for  the  fiscal  years  1962-65,  see  table  9. 
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Table  6. — Investments  in  puMic  dedt  and  agency  securities  (net),  fiscal  years 

1968,  1964,  and  1965 

[In  thousands  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 

States  Government,"  see  "Bases  of  Tables"] 


Investing  agency 


Public  enterprise  fimds: 
Commerce  Department: 

Federal  ship  mortgage  insurance  fund 

War  risk  insurance  revolving  fund 

Federal  National  Mortgage  Association: 
Public  debt  securities: 

Government  mortgage  liquidation  fimd 

Guaranteed  securities  (FIIA  debentures): 

Management  and  liquidating  functions.. 

Special  assistance  functions  fund 

Not  guaranteed  securities: 

Government  mortgage  liquidation  fund 

Federal  Housing  Administration: 

Public  debt  securities 

Guaranteed  securities  (FHA  debentures) 

Public  Housing  Administration 

Federal  Savings  and  Loan  Insurance  Corporation ___ 

Tennessee  Valley  Authority 

Other: 
Housing  and  Home  Finance  Administrator  (FHA  de- 
bentures)  

Veterans'  Administration 


Total  public  enterprise  funds. 


Trust  accounts,  etc.: 

Judicial  survivors  annuity  fund 

Highway  trust  fund 

Foreign  service  retirement  and  disability  fund 

Federal  disability  insurance  trust  fund  2 

Federal  old-age  and  survivors  insurance  trust  fund  *. 

Unemployment  trust  fund  2 

Federal  National  Mortgage  Association: 
Secondary  market  operations: 

Public  debt  securities 

Guaranteed  securities  (FHA  debentures) 

Not  guaranteed  securities 

Veterans'  life  insurance  funds: 
Government  life  insm'ance  fund: 

Public  debt  securities 

Not  guaranteed  securities 

National  service  life  insurance  fund 

Civil  Service  Commission: 

Civil  service  retirement  and  disability  fund 

Employees  health  benefits  fund 

Employees'  Hfe  insurance  fund 

Retired  employees  health  benefits  fund 

Railroad  retirement  account 

Government-sponsored  enterprises  (net): 
Farm  Credit  Administration: 

Banks  for  cooperatives 

Federal  intermediate  credit  banks 

Federal  land  banks 

Federal  Home  Loan  Bank  Board: 

Home  loan  banks 

Federal  Deposit  Insurance  Corporation.. 

Others 


Total  trust  accounts,  etc 

Net  investments,  or  sales  (— ). 


19631 


3,543 
3,153 


-4,891 
-22, 445 


-4, 965 
41, 322 


268,  594 
-10,000 


-4 

12, 632 


286, 938 


241 

241, 808 

1,181 

-128,894 

-821, 476 

456, 478 


91,  500 

-15,423 

59,  570 


-24, 807 


-89, 614 

1, 073, 961 

14, 426 

55, 836 

-1,531 

501 


51 

781 
-1,933 

611, 935 

160,  546 

96,  703 


1, 781, 840 


2, 068,  778 


1964  1 


-2,  785 
212 


-55,  675 
-8,  051 


62, 309 

76,  053 

24, 500 

244, 000 


22,585 


363, 147 


225 

-68,  715 

1,023 

-138,735 

691,  679 

573, 223 


-91,  500 
-18, '264 
-59, 570 


-47, 162 
25, 000 
69,  077 

1, 124,  529 
15, 103 
49,  503 


68, 963 


1,408 
-53 
-79 

-140,  744 
182, 866 
174, 299 


2,  412,  077 


2,  775, 224 


1965 


96 


5,794 

-21, 706 
-961 

19, 115 

-195,060 

1,  694 

-17,000 

207, 528 


28,  566 


28, 066 


430 

-343, 634 

1,530 

-262, 943 

460, 855 

966,  764 


1,006 


-22, 386 

"125,' 765 

1, 212, 396 

8,920 

26, 614 

1,  225 

149, 281 


-91 
-1,728 
-2, 106 

-103,846 

179, 957 

-70,  546 


2, 327, 464 


2, 355, 530 


1  Certain  figures  for  the  fiscal  years  1963  and  1964  as  published  in  previous  annual  reports  have  been 
adjusted  to  correspond  to  classifications  for  the  fiscal  year  1965. 

»  Takes  into  account  accrued  interest,  discount,  or  premium  on  securities  purchased,  and  net  amortiza- 
tion or  repayments. 

'  Includes  Exchange  Stabilization  Fund. 
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Table  7. — Sales  and  redemptions  of  Government  agencr/  securities  in  market  (net), 

fiscal  years  1963,  1964,  and  1965 

[In  thousand  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 

States  Government,"  see  "Bases  of  Tables"] 


Issuing  agency 

1963  1 

1964  1 

1965 

Public  enterprise  funds: 

Guaranteed  by  the  United  States: 

Federal  Farm  Mortgage  Corporation  in  liquidation 

Federal  Housing  Administration: 
Issues  (net)  to  Government  agencies -_--.    _ 

9 

r  1,  442 

-163,854 

12 

5 
1 

17 

5,937 

-212,350 

14 

12 

19, 967 

Issues  (net)  to  the  public 

202  718 

Homes  Owners'  Loan  Corporation ---__.  .- 

8 

Not  guaranteed  by  the  United  States: 
Federal  National  Mortgage  Association  (management 
and  liquidating  functions) . . _.-    . 

Home  Owners'  Loan  Corporation 

(*) 
-35, 000 

261, 710 

-38,  500 
-182, 150 
-248, 322 

-1,431,170 

(*) 

Tennessee  Valley  Authority 

-45, 000 

Trust  enterprise  funds: 

Not  guaranteed  by  the  United  States: 
Federal    National    Mortgage    Association    (secondary 
market  operations) .  .      .  ..-  

597,018 

-29, 340 
-277,670 
-174,486 

-975, 150 

-98, 592 

Government-sponsored  enterprises  (net) : 
Not  guaranteed  by  the  United  States: 
Farm  Credit  Administration: 
Banks  for  cooperatives 

-189  140 

Federal  intermediate  credit  banks      .- 

-147,305 

Federal  land  banks 

-558,915 

Federal  Home  Loan  Bank  Board: 
Home  loan  banks..      .                .         ...... 

-555, 815 

Net  redemptions,  or  sales  (— ) 

-1,022,013 

-1,879,813 

-1,372,060 

'  Revised. 
*Less  than  $500. 

1  Certain  figures  for  fiscal  years  1963  and  1964  as  published  in  previous  annual  reports  have  been  adjusted 
to  correspond  to  classifications  for  fiscal  ye;ir  1965. 
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Table  8. — Interfund  transactions  excluded  from  both  net  budget  receipts  and  budget 

expenditures,  fiscal  years  1962-65 

[In  thousands  of  dollars] 


Interest  and  other  payments 


Interest  paid  Treasury  by  revolving  funds: '... 

Funds  appropriated  to  the  President,  expansion 

of  defense  production  ' 

Department  of  Agriculture: 

Commodity  Credit  Corporation 

Farmers  Home  Administration: 

Agricultural  credit  insurance  fund 

Direct  loan  account 

Economic  opportunity  loan  fund 

Department  of  Commerce,  Federal  ship  mortgage 

insurance  fund.- 

Department    of   Defense — civil,    Panama    Canal 

Company  fund 

Department  of  Health,  Education,  and  Welfare, 

Bureau  of  Federal  Credit  Unions 

Department  of  the  Interior: 

Colorado  River  Dam  fund,  Boulder  Canyon 

project-. 

Upper  Colorado  River  storage  project 

Virgin  Islands  Corporation.. 

Treasury  Department,  Civil  defense  program  fund. 
Housing  and  Home  Finance  Agency: 
Offlce  of  the  Administrator: 

College  housing  loans 

Urban  renewal  fund... 

Public  facility  loans 

Federal  National  Mortgage  Association 

Public  Housing  Administration 

Veterans'  Administration,  direct  loans  to  veterans 

and  reserves 

Export-Import  Bank »... - 

St.  Lawrence  Seaway  Development  Corporation.. 

Small  Business  Administration 

Tennessee  Valley  Authority 

U.S.   Information   Agency,  informational  media 
guaranties  fund -. 


Total  interest  payments. 


Other  payments: 

Department  of  Defense,  civil: 
Reimbursements: 

Panama  Canal  Company: 

Net  cost  of  Canal  Zone  Government  *.. 
Part  of  treaty  payment  to  Panama  for 

use  of  Canal  Zone... 

Fees  and  other  charges 


Total  other  payments 

Total  interfund  transactions. 


Fiscal  year 


1962 


7,860 

329,  584 

923 
9,000 


9 

9,364 


3,081 


346 
19 


25, 314 

3,227 

2,006 

114, 096 

1,128 

40, 050 

56,  757 

2,165 

14, 249 


610 


619,  789 


11, 829 

410 
628 


12, 868 


632,656 


1963 


6,328 

186,384 

998 
10, 706 


10,006 


3,030 


364 
13 


32, 502 

4,944 

2,709 

118,279 

1,441 

47, 474 

51, 134 

2,200 

20, 149 

148 

671 


499, 383 


13, 193 

430 
390 


14,014 


513,397 


1964 


154, 294 

199, 169 

2,296 
12, 019 


263 
10, 894 


2,946 
"""403" 


41,394 
5,344 
3,540 

99,410 
2,099 

48, 795 

34, 381 

2,952 

26,  521 

695 

622 


648, 044 


14, 678 

430 
469 


15, 577 


663, 622 


1965 


124,  948 

458,  861 

2,763 

13,  805 

124 

353 

11,336 


2,857 

752 

406 

4 


48, 968 
5.  895 
4.903 

86.  872 
187 

36, 324 

15, 139 
4,000 

30,  740 
2,396 

656 


852,  289 


10,  725 

430 
421 


17,  576 


869,  865 


'  On  loans  and  other  interest-bearing  U.S.  investments. 

'By  various  agencies  for  programs  under  the  Defense  Production  Act. 

'  Excludes  transactions  under  Defense  Production  Act. 

*  Less  tolls  paid  for  U.S.  Government  vessels. 

Note.— For  figures  from  1932-61,  see  annual  report  for  1961,  pp.  450-456. 
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Table   9. — -Interfund  transactions  excluded  from   both  net  trust  account  receipts 
and  net  trust  account  expenditures,  fiscal  years  1962-66 


[In  thousands  of  dollars] 

Trust  fund 

1962 

1963 

1964 

1965 

ypdpral  old-agfi  Rnd  survivors  insiiranrp  tnjst  fnnd  1 

360,  788 
13, 235 

101,470 

37,215 

2,836 

12, 254 

422,  523 

22,  023 

37,  699 

8,946 

336 

13, 320 

402,  636 
21,647 
35, 187 
46, 962 
385 
14, 563 

435  638 

Federal  disability  insurance  trust  fund  1 2 

Railroad  retirement  account  ■ '    ,        _. 

26,  727 
58  230 

Unemployment  trust  fund  3  <  . 

90  102 

Federnl  ernployees'  retirement  funds  8 

796 

District  of  Columbia  • _ 

Alien  property  activities  ' ._.--..._ 

17,445 
9,500 

Total 

527, 797 

504,847 

521,379 

638, 438 

'  Payments  are  made  between  the  railroad  retirement  account  and  the  Federal  old-age  and  survivors 
and  Federal  disability  Insurance  trust  funds  so  as  to  place  those  funds  in  the  position  in  which  they  would 
have  been  if  railroad  employment  after  1936  had  been  included  under  social  security  coverage. 

2  Includes  interest  on  amounts  reimbursed  to  the  Federal  old-age  and  survivors  insurance  trust  fund  for 
administrative  expenses. 

3  Includes  temporary  advances  to  the  railroad  unemployment  insurance  account  in  the  unemployment 
trust  fund  when  the  balance  in  the  account  is  insufficient  to  meet  payments  of  benefits  and  refunds  due  or 
to  become  due. 

*  Repayment  of  advances  with  interest  to  the  railroad  retirement  account. 

»  Transfers  from  the  civil  service  retirement  and  disability  fund  to  the  foreign  service  retirement  and 
disability  fund. 

«  Contributions  and  transfers  of  deductions  from  employees'  salaries  to  the  civil  service  retirement  and 
disability  fund;  and  advances  to  National  Parli:  Service  for  fiscal  1965. 

'  Payment  to  Foreign  Claims  Settlement  Commission. 
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Table  10. — Public  enterprise  (revolving)  funds,  receipts  and  expenditures  for  fiscal 

year  1965  and  net  for  1964  o-nd  1965 

[In  thousands  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 

States  Government,"  see  "Bases  of  Tables"] 


Fiscal  year  1965 

Fiscal  year 
1964 

Classification 

Receipts 

Expendi- 
tures 

Net  re- 
ceipts (— ), 
or  expendi- 
tures 

Net  re- 
ceipts (-), 
or  expendi- 
tures 

Funds  appropriated  to  the  President: 

Expansion  of  defense  production     

67, 702 
135 

61,531 
51,813 

7,790 

127, 255 
17,293 

263,349 

806, 280 

12 

59, 553 
17, 158 

201, 818 
754, 468 
-7,778 

90,883 

Office  of  Economic  Opportunity.   

Mutual  defense  and  development— economic  assist- 
ance: 

Alliance  for  Progress,  development  loans 

Development  loan  funds 

112,580 

768, 045 

Foreign  investment  guarantee  fund      

—4  831 

Total  funds  appropriated  to  the  President 

188,972 

1,214,190 

1, 025, 218 

966, 678 

Agriculture  Department: 

Commodity  Credit  Corporation: 

Price  support  and  related  programs  ' 

3, 238, 552 

274,  887 

27,939 

327, 584 
285,  054 

5, 884, 307 

-465, 380 

28, 842 

395,  556 
325, 319 

2,  645,  754 

-740, 268 

903 

67, 971 
40, 265 

3, 174, 896 

Special  activities  •  -    -..        

36, 390 

Federal  Crop  Insurance  Corporation 

—819 

Farmers  Home  Administration: 
Direct  loan  account  _      

56, 129 

Other            -  - 

33, 423 

Total  Agriculture  Department .  -  

4, 154,  018 

6, 168, 644 

2,014,627 

3, 300, 019 

Commerce  Department: 

Area  Redevelopment  Administration 

4,740 

9,446 

16 

146 

7,080 

9 

-4, 594 
-2,365 

-7 

-2, 389 

Maritime  Administration 

5,150 

Other 

-817 

Total  Commerce  Department 

14,201 

7,235 

-6, 966 

1,945 

Defense  Department: 
Mihtary: 
Defense  production  guarantees      

15,  016 

708 

131, 609 

12, 533 

687 
134, 709 

-2, 484 

-21 

3,100 

3,729 

Other      

42 

Civil-Panama  Canal  Company 

2,074 

Total  Defense  Department .- 

147, 334 

147, 929 

595 

5,846 

TTotiUh  Education  and  Welfare  Department 

7,658 

7,290 

-368 

3 

Interior  Department: 

HiirpMii  of  Indian  Affairs                  -  -  

2,261 
24, 482 
13, 902 
26,629 

2,439 
44, 906 
71,  882 
40, 251 

178 
20, 425 
57, 980 
13, 622 

5,093 

Bureau  of  Mines                     -  -          

9,794 

Bureau  of  Reclamation    .- 

94, 227 

Other                         

1,495 

Total  Interior  Department 

67, 273 

159, 479 

92,205 

110,609 

Labor  Department: 

Advances  to  employment  security  administration 
account  unomplo>Tnent  trust  fund           

197, 194 
1,687 

194, 968 
1, 329 

—2  226 
-358 

-7,435 

Farm  labor  suddIv  re volviue  fund    _ 

-1,200 

Total  Labor  Department 

198, 881 

196, 298 

-2,  583 

-8, 635 

Post  Offiee  Denartment.  Dostalfund 

4, 662, 663 

5, 467, 205 

804, 542 

677, 699 

Treasury  Department: 

Office  of  the  Secretary 

323 

(*) 
673 

37 
44 

675 

-286 

44 

2 

-2,905 

Bureau  of  Accounts,  Government  losses  in  ship- 
ment fund                               -  -    

339 

Office  of  the  Treasurer,  check  forgery  insurance 
fund 

20 

Total  Treasury  Department 

997 

757 

-240 

-2, 546 

General  Services  Administration 

233 

17 

-215 

-582 

Footnotes  at  end  of  table. 
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Table  10. — Public  enterprise  {revolving)  funds,  receipts  and  expenditures  for  fiscal 
year  1965  and  net  for  1964  (^nd  1965 — -Continued 

[In  thousands  of  dollars] 


Fiscal  year  1965 

Fiscal  year 
1964 

Classification 

Receipts 

Expendi- 
tures 

Net  re- 
ceipts (-), 
or  expendi- 
tures 

Net  re- 
ceipts (-), 
or  expendi- 
tures 

Housing  and  Home  Finance  Agency: 
Office  of  the  Administrator: 
College  housing  loans 

99,  030 

1,  265 

191,  686 

319, 773 

279 
516,  037 

180 

11,378 

117,544 

562,  360 

220,  744 

-985 

324, 352 

180 

11,  068 

87,  508 

-4,  460 
-38,  000 
-105,412 
-375, 849 
3  -24, 927 
-115,350 
230, 116 

219, 334 

Liquidating  programs    

-1,799 

Urban  renewal  fund 

235,  012 

Rehabilitation  loan  fund         _-          -     -- 

Urban  mass  transportation      

310 
30,  037 

566, 820 
38,000 
284,  577 
574, 660 
47, 171 
953, 126 
175,  910 

195 

Other          

79, 919 

Federal  National  Mortgage  Association: 
Loans  for  secondary  market  operations 

4,460 

Purchase  of  preferred  stock         

-70, 820 

Management  and  liquidating  functions  fund 

Special  assistance  functions  fund __ 

179, 165 
198, 811 
22,  244 
837,  775 
406,  026 

-138,359 
-141,925 

Government  mortgage  liquidation  fund    

Federal  Housing  Administration 

-43,442 

Public  Housing  Administration 

149, 207 

Total  Housing  and  Home  Finance  Agency 

2, 962,  591 

3, 171,  575 

208, 984 

■•  291, 782 

Veterans'  Administration: 

Direct  loans  to  veterans  and  reserves  .      

341,  378 

362,  096 

97, 945 

211,  544 
400, 397 

68, 850 

-129,834 
38, 301 

-29,  095 

-32,  303 

Loan  guaranty  revolving  fund    .       ..    

76,  498 

Other    

-16,820 

Total  Veterans'  Administration                    

801, 418 

680,  790 

-120,628 

27, 375 

Other  independent  agencies: 

Export-Import  Bank  of  Washington 

1,  083,  926 

23, 123 

342,  459 

5,761 

288,  676 

321,  578 

2,734 

726, 695 
6,309 

137, 894 
6,665 

524, 896 

369,515 
3,607 

-357,231 

-16,813 

-204,  565 

905 

236,  221 

47, 937 

873 

-701,784 

Farm  Credit  Administration 

-8,598 

Federal  Home  Loan  Bank  Board     .    - 

-248,  419 

Saint  Lawrence  Seaway  Development  Corp 

Small  Business  Administration 

154 
124,316 

Tennessee  Valley  Authority 

59,  291 

United  States  Information  Agency      .        .        

940 

Total  other  independent  agencies 

2,  068,  256 

1, 775,  582 

-292, 674 

-774,  098 

Total  public  enterprise  funds 

15, 274, 494 

18, 996, 991 

3,  722,  497 

■■  4, 496,  095 

••  Revised.        *Less  than  $500. 

'  Residual  of  gross  receipts  and  expenditures  after  reduction  for  certain  costs  which  are  included  in 
amounts  shown  for  special  activities. 

2  Includes  certain  costs  transferred  from  price  support  operations  for  which  expenditures  may  have  been 
made  in  prior  years,  in  addition  to  adjustments  representing  recoveries  received  from  other  programs. 

3  The  proceeds  from  sale  of  participation  certificates  amounting  to  $299,262,000.00  were  credited  to  this 
fund  and  paid  to  the  Veterans'  Administration  and  to  the  Special  Assistance  Functions  fund,  FNMA. 

Note.— This  table  supplies  receipt  and  expenditure  data  for  pubUc  enterprise  funds  included  in  table 
4  on  a  net  basis. 
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Table  11. — Trust  enterprise  {revolving)  funds,  receipts  and  expenditures  for  fiscal 

year  1965  and  net  for  1964  ^^d  1966 

[In  thousands  of  dollars.    On  basis  of  "Monthly  Statement  of  Receipts  and  Expenditures  of  the  United 

States  Government,"  see  "Bases  of  Tables"] 


Fiscal  year  1965 

Fiscal  year 
1964 

Classification 

Receipts 

Expendi- 
tures 

Net  re- 
ceipts (-), 
or  expendi- 
tures 

Net  re- 
ceipts (— ), 
or  expendi- 
tures 

Agriculture  Department: 

Farmers  Home  Administration ,     

8,513 

136 

331, 112 
2,472 

574 

562, 360 
367,  814 

464, 222 

181, 889 

27, 872 

10,  409 

401 

7,431 

134 

162, 354 
2,499 

570 

604, 820 
416, 823 

454, 944 

155, 528 

27, 090 

10, 997 

285 

-1,083 

-2 

-168,758 
27 

-4 

42, 460 
49,008 

-9, 278 

-26, 361 

-783 

588 

-116 

717 

Defense  Department — Civil: 

U.S.  Soldiers' Home 

6 

Justice  Department: 

Alien  property  activities .  -      _ 

52,  783 
11 

Federal  Prison  System,  commissary  funds 

General  Services  Administration: 

Records  activities:  National  Archives  trust  fund... 
Housing  and  Home  Finance  Agency: 

Federal  National  Mortgage  Association: 
Loans  for  secondary  market  operations  and  pur- 
chase of  preferred  stock _      

-19 
66,  360 

Other  secondary  market  operations 

-103,752 

Other  independent  agencies: 
Civil  Service  Commission: 
Employees  health  benefits  fund 

-14,  562 

Employees'  life  insurance  fund 

Retired  employees  health  benefits  fund 

-49, 383 
-115 

National  Capital  Housing  Authority 

-436 

Federal  CnmmnTiicatinns  ComTnisKinn 

43 

Total  trust  enterprise  funds          .                  .  . 

1, 957, 774 

1,  843,  474 

-114,300 

-48, 346 

Note.— This  table  supplies  receipt  and  expenditure  data  for  trust  enterprise  funds  included  in  table  5 
on  a  net  basis. 
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Table  18. — Administrative  budget  receipts  and  expenditures  based  on  existing  and  pro- 
posed legislation,  actual  for  the  fiscal  year  1965  and  estimated  for  1966  and  1967 

[In  millions  of  dollars.    On  basis  of  1967  Budget  document] 


Source 


Administrative  Budget  Receipts 

Internal  revenue: 

Individual  income  taxes: 

Withheld 

Other 

Total  individual  income  taxes 

Corporation  income  taxes 

Excise  taxes: 
Alcohol  taxes: 

Distilled  spirits 

Beer 

Rectification  tax 

Wines 

Special  ta.xes  in  connection  with  liquor  occupations 

Total  alcohol  taxes 

Tobacco  taxes: 

Cigarettes  (small) 

Manufactured  tobacco  (chewing,  smoking,  and  snufl)  > 

Cigars  (large) 

Cigarette  papers  and  tubes 

All  other 

Total  tobacco  taxes 

Documents,  other  instruments,  and  playing  cards  taxes: 

Issues  of  securities,  stock,  and  bond  transfers  ' 

Deeds  of  conveyance  and  foreign  insurance  policies 

Playing  cards  2 

Total  taxes  on  documents,  other  instruments,  and  playing 
cards 

Manufacturers  excise  taxes: 
Gasoline 

Lubricating  oils  used  in  highway  vehicles  ' 

Lubricating  oils  not  used  in  highway  vehicles  ' 

Passengers  automobiles  ^ 

Automobile  trucks,  buses,  and  trailers 

Parts  and  accessories  for  automobiles  ' 

Parts  and  accessories  for  trucks  ^ 

Tires,  inner  tubes,  and  tread  rubber 

Electric,  gas,  and  oil  appliances  2 

Electric  light  bulljs  ' 

Radio  and  television  receiving  sets,  phonographs,  phono- 
graph records,  and  musical  instruments  2 

Mechanical  refrigerators,  quick-freeze  units,  and  self-con- 
tained air-conditioning  units  2 

Business  and  store  machines  2 

Photographic  equipment  2 

Matches  2 

Sporting  goods  2 

Fishing  rods,  creels,  etc 

Firearms,  shells,  and  cartridges . 

Pistols  and  revolvers 

Fountain  and  ballpoint  pens,  mechanical  pencils  2 

Total  manufacturers  excise  taxes 

Retailers  excise  taxes: 

Jewelry  2 

Furs  2 

Toilet  preparations  2 

Luggage,  handbags,  wallets,  etc.2 

Total  retailers  excise  taxes 

Footnotes  at  end  of  table. 


1965 
actual 


36, 840 
16, 820 


53, 661 


26, 131 


2,701 

2,720 

915 

890 

25 

24 

110 

111 

22 

23 

3,773 


2,070 

17 

61 

1 

1 


2,149 


178 
8 


186 


2,687 

76 

1,888 
425 

253 

440 
81 
43 

274 

76 
74 
35 

4 
21 

7 
20 

2 

9 


6,418 


205 

31 

196 

81 


513 


1966 
estimate 


40, 800 
16, 300 


57, 100 


30,  ^'iQ 


3,768 


2,055 

9 

59 

1 

1 


2,125 


110 


110 


2,795 


1,460 
452 

137 

472 
11 
30 

30 

16 
11 

7 
1 
3 
7 
24 
3 
9 


5,539 


39 

3 

31 

19 


92 


1967 
estimate 
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Table  18. — Administrative  budget  receipts  and  expenditures  based  on  existing  andpro- 
posed  legislation,  actual  for  the  fiscal  year  1965  and  estimated  for  1966  and  1967 — 
Continued 

[In  millions  of  dollars] 


Source 


Administrative  Budget  Receipts— Continued 

Internal  revenue — Continued 
Excise  taxes— Continued 
Miscellaneous  excise  taxes: 
General  and  toll  telephone  and  teletypewriter  service  '- 

Other  communications  services  ' 

Transportation  of  persons  by  air 

Transportation  of  freight  by  air 

Fuel  used  on  inland  waterways 

Jet  fuel 

Diesel  fuel  used  on  highways 

Use  tax  on  certain  vehicles 

Admissions,  exclusive  of  carbarets,  roof  gardens,  etc.'... 

Cabarets,  roof  gardens,  etc.8 

Wagering  taxes,  including  occupational  taxes 

Club  dues  and  initiation  fees  ■ 

Leases  of  safe  deposit  boxes ' 

Sugar  tax 

Coin-operated  amusement  devices  2 

Coin-operated  gaming  devices... 

Bowling  alleys  and  billiard  and  pool  tables ' 

Interest  equalization  tax 

All  other  miscellaneous  excise  taxes 


Total  miscellaneous  excise  taxes 

Undistributed  depositary  receipts  and  unapplied  collections .  . 

Total  excise  taxes  before  proposed  increase  in  highway  taxes. 
Effect  of  proposed  legislation 


Total  excise  taxes  including  effect  of  proposed  increase  in 
highway  taxes 


Employment  taxes: 
Federal  Insurance  Contributions  Act  and  Self-Employment 

Contributions  Act 

Railroad  Retirement  Tax  Act 

Federal  Unemployment  Tax  Act 


Total  employment  taxes  . 

Estate  and  gift  taxes 

Total  internal  revenue 

Customs 


Miscellaneous  receipts: 

Miscellaneous  taxes 

Seigniorage 

Bullion  charges 

Fees  for  permits  and  licenses 

Fines,  penalties,  forfeitures 

Gifts  and  contributions 

Interest 

Dividends  and  other  earnings 

Rents 

Royalties 

Sales  of  products 

Fees  and  other  charges  for  services  and  special  benefits. 

Sale  of  Government  property 

Realization  upon  loans  and  investments 

Recoveries  and  refunds -- 


Total  miscellaneous  receipts. 

Gross  receipts 

Footnotes  at  end  of  table. 


1965 
actual 


1,079 
126 


152 

102 

52 

44 

7 
80 

7 
97 

4 
15 

5 
15 

2 


1,"S 


-32 


14, 793 


14,  793 


15, 846 
636 
622 


17, 104 


2,746 


114, 435 


1,478 


6 

117 

1 

83 

87 

2 

1,077 

1,393 

109 

132 

427 

128 

431 

496 

132 


4,622 


120, 535 


1966 
estimate 


940 
154 


165 

101 

41 

31 

7 

35 

2 

100 


17 


12 

2 


1,607 


15 


13, 256 
60 


13, 256 


17,832 
683 
644 


19,  059 


2,957 


122,  772 


1,690 


6 
901 

1 

101 

14 

1 
831 
1, 725 
222 
146 
373 
151 
1,009 
185 
126 


5,794 


130, 256 


1967 
estimate 


1,090 

197 

6 

7 

3 

178 

102 


101 

"is 


12 

25 


1,746 


13, 168 
389 


13, 557 


23, 267 
772 
544 


24,583 


3,331 


139,111 


1,880 


6 

1,568 

1 

123 

15 

1 

968 

1,820 

408 

204 

396 

163 

1,058 

194 

127 


7,050 


148,  041 
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Table  18  —Administrative  budget  receipts  and  expenditures  based  on  existing  and  pro- 
posed legislation,  actual  for  the  fiscal  tjear  1965  and  estimated  for  1966  and  1967— 

Continued 

[In  millions  of  dollars] 


Source 


1965 

actual 


1966 
estimate 


Administrative  Budget  Receipts— Continued 
Deduct: 

Transfers  to:  ^      ^ ,     j 

Federal  old-age  and  survivors  insurance  trust  fund,... 

Federal  disability  insurance  trust  fund 

Federal  hospital  insurance  trust  fund 

Railroad  retirement  account 

Unemployment  trust  fund 

Highway  trust  fund 


Refunds  of  receipts: 
Internal  revenue: 
Individual  income  taxes  _  - 
Corporation  Income  taxes. 

Excise  taxes 

Employment  taxes 

Estate  and  gift  taxes 


Total  internal  revenue  . 
Customs 

Miscellaneous  receipts 


Total  refunds  of  receipts 

Deduct:  Interfund  transactions  (included  in  both  receipts  and  ex- 
penditures)  

Net  administrative  budget  receipts . 

Net  Administrative  Budget  Expenditures 


Legislative  branch 

The  judiciary 

Executive  Office  of  the  President 

Funds  appropriated  to  the  President 

Agriculture  Department 

Commerce  Department 

Defense  Department: 

Military 

Civil 

Health,  Education,  and  Welfare  Department 

Housing  and  Urban  Development  Department  7., 

Interior  Department 

Justice  Department 

Labor  Department 

Post  Office  Department 

State  Department 

Treasury  Department 

Atomic  Energy  Commission 

Federal  Aviation  Agency 

General  Services  Administration 

National  Aeronautics  and  Space  Administration. 

Veterans'  Administration 

Other  independent  agencies . 

District  of  Columbia 

Allowances,  undistributed 


Subtotal  administrative  budget  expenditures 

Deduct:  Interfund  transactions  (included  in  both  receipts  and  ex- 
penditures)  


Net  administrative  budget  expenditures.. 
Administrative  budget  surplus,  or  deficit  (-). 


14, 572 
1, 082 


636 

615 

3,659 


4,869 

670 

223 

199 

29 


5,991 

35 

3 


6,030 


870 


93, 072 


166 

74 

24 

4,307 

7,298 
758 

46, 173 

1,234 

5,740 

250 

1,205 

358 

480 

805 

383 

12, 730 

2,  625 

795 

624 

5,093 

5,488 

708 

61 


97, 377 

870 


96, 507 


-3,435 


15,486 

1,345 

766 

683 

540 

3,859 


5,700 

700 

228 

239 

25 


1967 
estimate 


6, 892 

35 

3 


6,930 


647 


100,  000 


191 

82 

29 

4, 868 

6,889 

808 

52, 925 


,314 

,662 

436 

1,242 

384 

522 

878 

407 

13, 429 

2,390 

800 

600 

5,600 

5,177 

301 

65 

75 


107,  075 
647 


106,428 
-6,428 


18, 932 
1,886 
2, 210 

772 

540 

4,378 


6,300 

700 

300 

243 

30 


7,573 

35 

3 


7,611 


712 


111,  000 


205 

91 

31 

5,028 

5,798 

923 

57, 150 

1,369 

10, 191 

-414 

1, 322 

405 

522 

755 

405 

14, 247 

2, 300 

840 

635 

5,300 

5,718 

275 

111 

350 


113, 559 
712 


112, 847 
-1,847 


2  lepetled  as  ol  June  ^2!T965;  consumer  refunds  on  sales  of  air  conditioners  after  May  14,  1965. 

3  Transferred  to  hiehwav  trust  fund  as  of  Jan.  1,  1966.  ,       -\ir„„ 
*  Tax  reduced  froin  10  pe'^cent  to  7  percent  on  .June  22,  1965;  with  consumer  refunds  on  sales  after  May 

14  iPfi^i-  rodnction  to  6  percent  as  of  Jan.  1,  1966;  proposed  increase  to  7  percent  as  of  Mar.  15,  1966. 

J  TaxV^duced  f?om  10  percent  to  3  pe  as'ot  Jan.  1,  1960;  proposed  return  to  10  percent  as  of  Apr.  1, 

1966.    ■ 

:  Suons'of  Housta'g"nd  Home  Finance  Agency  transferred  to  this  Department  pursuant  to  P.L.  89- 
174,  Sept.  9,  1965. 
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Table  19. —  Trust  and  other  transactions,  actual  for  the  fiscal  year  1965  and 

estimated  for  1966  and  1967 

[In  millions  of  dollars.     On  basis  of  1967  Budget  document] 


Source 


TRUST  ACCOUNTS,  ETC. 
Receipts 

Federal  old-age  and  survivors  insurance  trust  fund : 

Employment  taxes 

Less:  Refunds  of  taxes 

Deposits  by  States 

Interest  on  investments 

Federal  payment  for  military  service  credits 

Other 

Federal  disability  insurance  trust  fund: 

Employment  taxes .--. 

Less:  Refunds  of  taxes 

Deposits  by  States 

Interest  on  investments 

Federal  payment  for  military  service  credits 

Other 

Federal  hospital  insurance  trust  fund: 

Transfers  from  general  fund 

Deposits  by  States 

Interest  payments  by  Railroad  Retirement  Board 

Interest  and  profits  on  investments 

Federal  payment  for  military  service  credits 

Federal  payment  for  transitional  coverage 

Federal  supplementary  medical  insurance  trust  fund: 

Premiums  deposited  by  States  and  Social  Security  Adminis- 
tration  

Repayable  advances  from  general  fund 

Interest  and  profits  on  investments 

Unemployment  trust  fund: 

Deposits  by  States 

Federal  unemployment  taxes 

Less:  Refunds  of  taxes 

Railroad  unemployment  insurance  account: 

Deposits  by  Railroad  Retirement  Board 

Other  receipts 

Interest  on  investments 

Railroad  retirement  accounts: 

Employment  taxes 

Interests  and  profits  on  investments 

Paj-ment  from  FOASI  trust  fund 

Payment  from  Federal  disability  insurance  trust  fund 

Repayment  of  advances  and  interest  on  loans  to  railroad  imem- 

ployment  insurance  accoimt 

Payment  for  military  service  credits  and  otlier 

Federal  employees'  retirement  funds: 

Deductions  from  employees'  salaries 

Payment  from  other  funds: 

Employing  agency  contributions 

Federal  contriljutions ^ 

Voluntary  contributions,  donations,  etc 

Interest  and  profits  on  investments 

Highway  trust  fund: 

Excise  taxes 

Less:  Refunds  of  taxes 

Interest  on  investments 

Veterans'  life  insurance  fund: 

Premiums  and  other  receipts 

Payments  from  general  and  special  funds 

Interest  on  investments 

Foreign  assistance-military 

Indian  tribal  funds 

District  of  Columbia 

All  other  trust  funds 


Subtotal 

Less:  Interfmid  transactions '. 


Net  receipts - 


Expenditures 

Federal  old-age  and  survivors  insurance  trust  fund 
Benefit  payments 

Administrative  expenses  and  construction 

Payment  to  Railroad  Retirement  Board 

Footnotes  at  end  of  table. 


1965 
actual 


14, 751 

-179 

1,258 

583 


1,095 

-13 

93 

65 


(*) 


3,052 
622 


143 

68 
255 

636 

143 

436 

24 

90 
14 

1,054 

1,054 

65 

16 

484 

3,782 

-123 

11 

488 
7 
216 
824 
124 
389 
162 


31, 686 
-638 


31,047 


15, 226 
300 
436 


1966 
estimate 


15.705 

-219 

1,378 

556 

78 

4 

1,361 

-16 

114 

57 
16 
(*) 

766 
45 


9 
11 

26 


2,900 
544 
-4 

145 

59 

268 

683 

148 

445 

25 

95 
17 

1,077 

1,077 

67 

16 

541 

3.987 

-128 
5 

490 
7 
224 
860 
104 
420 
371 


34,  334 
-795 


33,  539 


18, 125 
278 
445 


1967 
estimate 


19, 155 

-223 

1,511 

590 

78 

2 

1,902 

-16 

151 

57 

16 


(*) 


2,210 

171 

16 

40 

11 

283 


550 

550 

4 

2,900 
544 
-4 

145 

59 

280 

772 

154 

620 

27 

94 
17 

1,086 

1,085 

73 

16 

601 

4.578 

-200 

3 

490 
6 
226 
1,004 
103 
493 
243 


42,  374 
-767 


41,  608 


19.  064 
293 
620 
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Table  19. —  Trust  and  other  transactions,  actual  for  the  fiscal  year  1965  and 
estimated  for  1966  and  1967 — Continued 

[In  millions  of  dollars  ] 


Source 


TRUST  ACCOUNTS,  ETC —Continued 

Expenditures— Continued 

Federal  disaljility  insurance  trust  fund: 

Benefit  payments 

Administrative  expenses-reimbursement  to  Federal  old-age  and 

survivors  insurance  trust  fund . 

Payment  to  railroad  retirement  account. 

Proposed  increase  in  benefit  payments  and  administrative  ex- 
penses  

Other 

Federal  hospital  insurance  trust  fund: 

Administrative  expenses 

Benefit  payments 

Other 

Federal  supplementary  medical  insurance  trust  fund: 

Administrative  expenses-reimbursement  to  Federal  old-age  and 

survivors  insurance  trust  fund 

Payment  to  general  fund-administrative  expenses 

Benefit  payments 

Other 

Unemployment  trust  fund: 

Withdrawals  by  States 

Grants  to  States  for  unemployment  compensation  and  employ- 
ment service  administration 

Railroad  unemployment  benefit  payments 

Temporary  extended  unemployment  compensation: 

Benefits 

Repayment  of  general  fimd  advances 

Temporary  unemployment  compensation  (1958  act)-repayment 

of  advances  to  Treasury 

Interest  payments  2 

Administrative  expenses 

Repayment  of  advances  to  railroad  retirement  account 

Railroad  retirement  account: 

Benefit  payments 

Administrative  expenses 

Advances  to  railroad  unemployment  Insurance  account 

Interest  on  refund  of  taxes 

Payment  to  Federal  hospital  insurance  trust  fund 

Federal  employees'  fimds: 

Retirement  funds 

Employees  health  benefits  fund  (net) 

Employees'  life  insurance  fund  (net) 

Retired  employees  health  benefits  fund  (net) . 

Highvi^ay  trust  fund: 

Federal-aid  highways 

Improvement  of  the  Pentagon  road  network 

Forest  highways 

Highway  beautification 

Public  lands  highways 

Veterans'  life  insurance  funds 

Federal  National  Mortgage  Association  trust  fund  (net) 

Foreign  assistance— military 

Indian  tribal  funds 

District  of  Columbia  funds 

Deposit  funds  and  all  other  trust  funds 

Government-sponsored  enterprises  (net) 


Subtotal 

Less:  Interfund  transactions ' 


Net  expenditures 

Excess  of  receipts  (— ),  or  expenditures- 
Footnotes  at  end  of  table. 


1965 
actual 


1,392 

78 
24 


2,390 

399 
115 

-1 
-1 

106 
15 

27 
78 

1,116 
10 

58 
(*) 


1,446 

-9 

-26 

-1 

4,025 
1 


616 

91 

745 

74 

385 

—224 

1,379 


30, 276 
-638 


29,  637 


-1,410 


1966 

estimate 


1,715 

90 
25 

104 
6 

53 


(*) 


2,182 

458 
102 


21 
14 
30 
83 

1,176 

12 
52 


1,624 

9 

-15 

(*) 

3,970 

(*) 


543 
1,400 
867 
70 
446 
206 
493 


34,  581 
-795 


33,  786 


247 


1967 
estimate 
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Table  19. —  Trust  and  other  transactions,  actual  for  the  fiscal  year  1965  and 

estimated  for  1966  and  1967 — Continued 

[In  millions  of  dollars] 


Source 


INVESTMENTS  OF  GOVERNMENT  AGENCIES  IN 
PUBLIC  DEBT  AND  AGENCY  SECURITIES  (NET) 


Federal  disability  insurance  trust  fund 

P'ederal  old-aRC  and  survivors  insurance  trust  fund-. 

Federal  employees'  funds 

Railroad  retirement  account 

Unemployment  trust  fund 

Veterans'  life  insurance  funds 

Highway  trust  fund   

Federal  National  Mortgage  Association  trust  fund-. 
District  of  Columbia  municipal  Government  funds- 

Other  trust  accounts 

Public  enterprise  funds 

Government-sponsored  enterprises 


Net  investments,  or  sales  (— ). 


SALES  AND   REDEMPTIONS   OF   GOVERNMENT 
AGENCY  SECURITIES  IN  THE   MARKET   (NET) 

Federal  National  Mortgage  Association:  Secondary  market  opera- 
tions  

Federal  Housing  j^dministration 

Tennessee  Valley  Authority 

Government-sponsored  enterprises 

Other 


Net  redemptions,  or  sales  (~). 


1965 
actual 


-263 
461 

1,251 
149 
967 
103 

-344 
1 

-68 
28 
72 


2,355 


-99 
223 

-45 
-1,451 
(*) 


-1, 372 


1966 
estimate 


-432 
-1,443 

1, 156 
174 

1,003 
179 

-105 
-6 
-2 
819 
273 
322 


1,936 


-1 


387 

192 

-70 

-814 

(*) 


-2,  079 


1967 
estimate 


164 

1,200 

1,106 

307 

976 

51 

-90 


-1 
474 
434 
323 


4,944 


(*) 


-500 

154 

-100 

-892 


-1,338 


•Less  than  $500,000. 

1  For  details  of  transactions  for  the  fiscal  year  1965,  see  table  9. 

2  Payment  of  interest  on  advances  from  general  fund  and  railroad  retirement  account  and  interest  on 
refund  of  taxes. 

Table  20. — Effect  of  financial  operations  on  the  -public  debt,  actual  for  the  fiscal  year 

1966  and  estimated  for  1966  and  1967 
[In  millions  of  dollars.    On  basis  of  1967  Budget  document] 


Source 

1965 
actual 

1966 
estimate 

1967 
estimate 

Administrative  budget  receipts  and  expenditures: 

Net  receipts  -   

93,  072 
96,  507 

100,  000 
106,  428 

111  000 

Net  expenditures        -- 

IT?   S47 

Administrative  budget  deficit -_-  

3,435 

6,428 

1  847 

Trust  fund  receipts  and  expenditures: 

Net  receipts        - 

31,  047 
29,  637 

33,  539 

33,  786 

41  608 

Net  expenditures 

37,  882 

Excess  of  expenditures,  or  receipts  (—)  - 

-1,  410 

247 

—3  79(1 

Excess  of  investments  in,  or  sales  (— )  of  public  debt  and  agency 
securities           -        - 

2,355 

-1,  372 

804 

1,936 

-2,  079 

-107 

4,944 

-1,  338 

108 

Excess  of  sales  (— ),  or  redemptions  of  Government  agency  securities 
in  market  (net) 

Increase  (— ),  or  decrease  in  checks  outstanding,  deposits  in  transit 
(net),  etc 

Changes  in  cash  balances: 

Treasurer's  account  ■ .  . 

1,575 
174 

-3,  910 

-186 

Held  outside  Treasury 

Net  increase,  or  decrease  (— )       

1,749 

-4,  096 

Increase  in  public  debt      

5,561 
311,  713 

2,328 
317,  274 

1  835 

Gross  debt  beginning  of  period 

319,  602 

Gross  debt  end  of  period  --  - - 

317,  274 
590 

319,  602 
398 

301  436 

Guaranteed  securities  of   Government  agencies,   not  owned  by 
Treasury        

244 

Total  public  debt  and  guaranteed  securities - 

317,  864 
283 

320,  000 
200 

321  680 

Less  debt  not  subject  to  statutory  limitation    

175 

Total  debt  subject  to  statutory  limitation          _-  - 

317,  581 

319,  800 

321  505 

1  The  balance  in  the  Treasurer's  account  at  the  end  of  each  year  is  as  follows: 
$8,700  million  for  1966;  and  $8,700  million  for  1967. 


$12,610  million  for  1965; 
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Table   22. — Internal  revenue   collections  and   refunds  by  States,  fiscal  year  1965 
[In  thousands  of  dollars.    On  basis  of  Internal  Revenue  Service  reports] 


States,  etc. 

Individual 
income  and 

employ- 
ment taxes 

Corpora- 
tion income 
taxes 

Excise 
taxes 

Estate  and 
gift  taxes 

Total 
collections 

Refunds 

of 

taxes 

Alabama     .  . 

565,  754 

74, 858 

336,311 

272, 556 

7, 423, 957 

1, 051,  734 

1, 238, 137 

442, 830 

1, 364,  656 

976, 643 

219,  717 

163, 267 

5, 338, 608 

1, 699, 427 

630, 117 

540, 169 

556, 636 

703, 549 

196,  858 

2, 012, 381 

2, 107, 775 

3, 637, 600 

1, 198, 203 

267, 675 

1, 675, 549 

142. 017 

444, 120 

165, 887 

178, 945 

2, 437, 397 

196, 518 

10, 343, 416 

969, 824 

109, 272 

4, 240,  605 

581,, 317 

585, 529 

4, 587, 622 

328,976 

387,  224 

114.788 

770, 756 

2,705,318 

232, 155 

86,  297 

998,  597 

960, 765 

300,  697 

1, 266, 341 

76, 466 

289,411 

2, 580, 293 

-4, 055 

-6, 536 

133,924 

5,797 

40,  725 

46, 568 
1,644,593 
133, 456 
401,  763 
565,  055 
306, 978 
310, 302 

53, 039 

39,  646 
2, 154, 166 
431, 902 
176, 882 
132, 496 
195,  873 
184, 165 

43,911 

323, 064 

687,  092 

2, 970, 632 

428, 983 

44, 398 
629, 148 

28,  793 
108, 487 

35, 061 

37, 663 
862, 522 

24, 598 

6,  774, 262 

535, 109 

10,  747 

1, 696,  028 

163, 948 

126,611 

1,300,195 

92. 285 
108,778 

17, 950 
199,128 
786,  916 

52,  264 

16,495 
273,  203 
211,339 

61, 187 

463, 239 

7,424 

52, 484 

22, 760 

2,582 

9,128 

23, 330 

1,028,126 

121,683 

173, 207 

4,162 

105, 462 

166, 278 

11,435 

5,507 

1,074,168 

379, 515 

33, 067 

24, 629 

1, 141,  530 

64, 629 

6,841 

305, 325 

223,  587 

2,514,886 

122, 427 

13, 294 

301,710 

4,616 

52, 549 

13,818 

4,199 

368,  881 

9.738 

1,642,947 

1, 305, 588 

4,559 

775, 466 

253,  878 

28, 370 

828,591 

23, 513 

19,865 

6, 825 

60, 337 

710,940 

18,382 

4,615 

432, 964 

107,680 

18, 633 

212, 089 

10, 929 

48, 746 

-55,  210 

18, 183 
243 
40,977 
10, 544 
346, 565 
16,  031 
90,  232 
79, 537 
98, 338 
25,  048 

5,972 

5,721 
158, 052 
34,356 
21, 833 
20,  210 
27, 873 
22  522 
14]  910 
71,  602 
96, 879 
72, 559 
33, 282 
10, 850 
55,  051 

4,763 
13,  500 

6,210 

7,269 
98, 169 

6,  564 

516,  704 

32, 430 

2,439 
110,999 
22, 819 
26. 016 
168,474 
28,907 
15, 775 

3,123 

25,  019 

131,  503 

3,947 

4,136 
38,  227 
27,  222 
14, 104 
40, 646 

2,970 
16,224 

740. 620 
83,480 

427, 140 

352, 998 

10,  443,  242 

1,322,904 

1,903,340 

1,091,584 

1,875,434 

1,478,331 

290, 164 

214,141 

8, 725,  054 

2, 545,  200 

861, 899 

717,  503 

1,921,912 

974, 866 

262, 519 

2, 712, 372 

3,115,332 

9, 195, 677 

1,782,894 

336, 217 

2,661,458 

180, 188 

618,  657 

220,977 

228,  077 

3, 766, 970 

237, 417 

19, 277, 329 

2, 842, 950 

127, 017 

6,823,098 

1,021,963 

766, 526 

6, 884, 882 

473, 681 

531,643 

142, 686 

1, 055,  239 

4,334,678 

306,748 

111,543 

1,742,990 

1,307,006 

394. 621 
1,982,315 

97, 790 
406, 864 

2,525,083 

-4, 055 

-6, 536 

63, 825 

Alaska       - 

12,  290 

Arizona . 

51,729 

Arkansas - 

35, 780 

California -  

832, 606 

Colorado 

69,111 

95, 368 

Delaware    . - 

17,  055 

Florida 

149,  659 

Oeoreia              --  -  -  - 

97, 764 

27, 439 

Idaho 

21,  885 

Illinois                - 

370, 477 

Indiana         -      

135, 473 

74, 242 

Kansas                -       _-_ 

62, 205 

Kentuckv - - 

66, 296 

Louisiana..    -  

75, 994 

IVIaine                 

27, 857 

AT ar viand  ^ 

143, 460 

TV!  assachusetts              

183,  660 

247, 302 

113,915 

34, 472 

Missouri.. -  - 

147,417 

IMontana        

19, 492 

Npbraska                            

39, 744 

Nevada..      --      

20, 225 

New  Hampshire 

21, 803 

New  .Tersev 

224, 262 

Npw  Mexico 

27,264 

New  York      

705, 565 

North  Carolina.  _     

93, 665 

North  Dakota                    

16, 515 

Ohio 

319,781 

64, 305 

Oregon     - 

58,  082 

328, 218 

Rhode  Island - 

28,220 

46,989 

South  Dakota     .  _ 

17, 177 

74, 104 

Texas  , 

268, 047 

33,426 

Vermont - 

10, 133 

102,308 

Washington - 

104, 531 

37, 090 

Wisconsin 

124, 849 

10,  501 

International  2 

35, 510 

Undistributed: 

Depositary  receipts ' 

Transferred  to  Govern- 

Withheld  taxes  of  Federal 
PTTinlnvpp*?  ^ 

Unclassified 

1,489 

Total    

6  70,764, 989 

26,131,334 

8  14,792,779 

2, 745, 532 

114,434,634 

7  5, 991, 177 

Footnotes  on  next  page. 
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Footnotes  to  table  22 

1  Includes  the  District  of  Columbia. 

2  Collections  from  and  refunds  to  U.S.  taxpayers  in  Puerto  Rico,  Canal  Zone,  etc.,  and  in  foreign  countries. 

3  Consists  of  all  those  issued  during  the  fiscal  year  minus  those  received  with  tax  returns  which  are  in- 
cluded in  the  State  totals. 

*  Net  transactions  in  the  clearing  account  on  the  central  books  of  the  Treasury  for  withheld  income  taxes 
from  salaries  of  Federal  employees. 

« Includes  $16.9  billion  transferred  to  the  Federal  old-age  and  survivors  insurance  trust  fund,  the  Federal 
disability  insurance  trust  fund,  the  railroad  retirement  account,  and  the  unemi)loyment  trust  fund. 

8  Includes  $3.7  billion  gasoline  and  certain  other  highway  user  levies  transferreil  to  the  highway  trust  fund 
for  highway  construction  in  the  States,  in  accordance  with  the  Highway  Revenue  Act  of  1956,  as  amended 
(23  U.S.C.  120  note).    Also  mcludes  internal  revenue  collections  made  by  Customs. 

'  Inclusive  of  the  reimbursement  of  $323  million  to  the  general  fimd  from  the  Federal  old-age  and  survivors 
insurance  trust  fund,  the  Federal  disability  insurance  trust  fund,  the  highway  trust  fimd,  and  the  Federal 
Unemployment  Tax  Act  (42  U.S.C.  1101(b)(3))  which  is  the  estimated  aggregate  of  refunds  due  on  taxes 
collected  and  transferred. 

Note. — Receipts  in  the  various  States  do  not  indicate  the  Federal  taxes  paid  by  taxpayers  in  each,  since 
in  many  instances,  taxes  are  collected  in  one  State  from  residents  of  another  State.  For  example,  with- 
holding taxes  reported  by  employers  located  near  State  lines  may  include  substantial  amounts  withheld 
from  salaries  of  employees  who  reside  in  neighboring  States.  Likewise,  payments  of  refunds  within  a  State 
may  not  be  applicable  to  the  collections  within  that  State,  since  refunds  are  payable  in  the  State  of  residence 
or  principal  place  of  business  of  the  taxpayer  which  may  not  be  the  point  at  which  collections  are  made. 

Collections  in  full  detail  by  tax  source  and  region  are  shown  in  tlie  Annual  Report  of  the  Commissioner  of 
Internal  Revenue  and  in  lesser  detail  in  the  Combined  Statement  of  Receipts,  Expenditures  and  Balances  of 
the  United  States  Governm,ent. 


Table  23. — Deposits  by  the  Federal  Reserve  banks  representing  interest  charges  on 
Federal  Reserve  notes,  fiscal  years  1947-65  ^ 


Federal  Reserve 
banks 

1947-62 

1963 

1964 

1965 

Cumulative 
through  1965 

Boston _.  . 

$354,  748, 189. 13 
1, 621, 943, 543. 84 
393, 997, 888.  24 
551,  732, 832.  31 
399, 406, 894.  38 
320, 629, 547.  77 
1, 110,  659, 192.  97 
266,  283,  943.  80 
147, 154,  669.  74 
271, 240, 522.  76 
229, 267, 193. 81 
658,414,880.40 

$38, 901, 283.  76 

216, 680, 578. 14 
46,  988, 497. 86 
68,  778, 971.  52 
53, 324, 241.  72 
39, 412, 461. 36 

146, 169, 908. 00 
31,823,672.41 
14,  250,  491. 80 
33, 045,  730.  25 
30, 648,  878. 58 

108, 461, 062. 33 

$45,  569,  975. 47 

251, 545, 129.  94 
51,235,869.29 
79, 608, 803.  67 
62,318,919.41 
47, 558,  768. 86 

163,  061. 035. 08 
34, 848, 808. 20 
15, 420,  548.  72 
35, 151, 829. 02 
33, 093, 813.  70 

127, 098, 021. 21 

$67, 883, 240.  59 

354,317,201.70 
74,  907, 236. 98 

113,  661, 624.  75 
89,  242,  724.  65 
70, 172,  287. 20 

231,  749,  555.  70 
48,  676.  700.  80 
25,  285,  916.  53 
51, 198,  738. 46 
55, 148,  759.  71 

189,  799, 248. 84 

$507,102,688.95 

New  York 

Philadelphia 

Cleveland 

Richmond 

Atlanta 

2, 444, 486, 453. 62 
567, 129, 492. 37 
813,  782, 232.  25 
604, 292, 780. 16 
477,  773, 065. 19 

Chicago        

1, 651, 639, 691.  75 

St.  Louis 

381,  633, 131.  21 

Minneapolis 

Kansas  City 

Dallas 

202,111,626.79 
390,  636, 820. 49 
348, 158, 645. 80 

San  Francisco 

1,083,773,212.78 

Total 

6, 325, 479, 299. 15 

828,485,777.73 

946,  511, 522.  57 

1,372,043,241.91 

9,472,519,841.36 

1  Pursuant  to  section  16  of  the  Federal  Reserve  Act, as  amended  (12  U.S.C.  414).  Through  1959  consists  of 
approximately  90  percent  of  earnings  of  the  Federal  Reserve  banks  after  payment  of  necessary  expenses 
and  statutorydividends,  and  after  provisions  for  restoring  the  surplus  of  each  bank  to  100  percent  of  sub- 
scribed capital  where  it  fell  below  that  amomit.  Beginning  in  1960,  pursuant  to  a  decision  by  the  Board  of 
Governors  of  the  Federal  Reserve  System,  consists  of  all  net  earnings  after  dividends  and  after  provisions 
for  building  up  surplus  to  100  percent  of  subscribed  capital  at  those  banks  where  surplus  is  below  that  amount 
and  also  of  the  amounts  by  which  surplus  at  the  other  banks  exceeds  subscribed  capital. 
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Table  24. — Customs  collections  and  payments  by  districts,  fiscal  year  1965 


District 


Alaska 

Arizona 

Buffalo 

Chicago 

Colorado 

Connecticut 

Dakota 

Duluth  and 

Superior 

El  Paso 

Florida 

Galveston 

Georgia 

Hawaii 

Indiana 

Kentucky 

Laredo 

Los  Angeles 

Maine  and  New 

Hampshire 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mobile 

Montana  and 

Idaho 

New  Mexico 

New  Orleans 

New  York 

North  Carolina 

Ohio. 

Oregon 

Philadelphia 

Pittsburgh 

Rhode  Island 

Rochester 

Sabine 

St.  Lawrence 

St.  Louis 

San  Diego 

San  Francisco 

South  Carolina 

Tennessee 

Vermont 

Virginia 

Washington 

Wisconsin 

Puerto  Rico ' 

Items  not  assigned 

to  districts 


Collections 


Duties  and 
miscel- 
laneous 
customs 

collections 


Total. 


$437, 401 
8, 885, 221 
23, 867, 547 
53, 181, 426 
1, 083,  620 
6, 085, 455 
4, 883, 184 

6,585,811 

5, 128, 956 

27,891,128 

27,119,632 

8, 543, 568 

7, 782, 638 

1,552,815 

3, 457, 897 

15,  205, 534 

108, 347, 892 

4, 488, 886 

36, 633, 400 

73, 100,  616 

58, 329,  751 

2, 974, 598 

5, 410, 948 

3,381,190 

113,994 

35, 121,  555 

643, 624,  260 

17,223,343 

16, 168, 324 

14,  679, 520 

77,271,115 

3,  016, 166 

4,312,834 

7,  058, 872 

1, 508,  041 

18, 688,  965 

9,  298, 521 

7, 024, 198 

56,  262,  210 

20,  239, 841 

1,  736, 682 

5,  247, 453 

25, 583,  694 

23,581,952 

4,365,136 

260, 733 

41,392 


1,486,786,915 


Internal 

Revenue 

Service 


$108, 905 

9,900 

2, 344, 052 

37, 276, 958 

2, 029, 141 

8,  092,  729 

40, 234 

46, 570 

9,225 

17, 570, 641 

11,243,931 

1,827,826 

2,  005, 526 

5, 362, 490 

13, 026,  709 

44, 857 

36, 589, 101 

20, 435 

21,  737, 235 

20,  653, 367 

97,  741, 80r 

3, 954, 432 

1,  207, 846 


2, 

7, 500, 

145,  020, 

1, 107, 

17, 281, 

1, 488, 

21, 982, 

9, 202, 

1,721, 

3, 448, 

27, 

27,  261, 

7,  218, 

231, 

24,801, 

778, 

1,  209, 

2, 629, 

1,376, 

14, 908, 

2, 550, 

53, 


717 
274 
117 
062 
103 
605 
175 
080 
566 
497 
884 
210 
319 
384 
532 
963 
042 
794 
674 
343 
279 
314 
111 


3574,744,957 


Collec- 
tions 
for 
others 


$19 
58 


105 

2,379 

214 

22 


2,375 
256 


293 
345 

198 


541 


1,251 
575 


87 
386 


1,566 


75 
326 


261 
292 


30 


Total 


$546, 306 

8, 895, 121 

26,211,618 

90, 458, 442 

3,112,761 

14, 178, 184 

4, 923, 418 

6,  632, 381 

5, 138, 181 

45, 461, 874 

38, 365, 942 

10, 371, 608 

9, 788, 186 

6, 915, 305 

16, 484, 606 

15, 252, 766 

144, 937, 249 

4, 509, 321 

58. 370. 928 
93,  754, 328 

156,071,751 
6, 929,  030 
6, 619, 335 

3, 383, 907 

114,268 

42, 622, 923 

788, 644, 897 

18, 330, 446 

33. 449. 929 
16, 167, 78i 
99, 253,  581 
12,  217, 732 

6,034,331 
10, 507, 756 

1, 536, 817 
45, 950,  284 
16,  516, 905 

7,255,805 
81,064,499 
21,017,883 

2, 946, 476 

7,877,127 
26, 960,  298 
38,490,523 

6, 915, 450 
313,874 

41,392 


Payments 


Refunds 


Excessive 

duties 

and 

similar 

refunds 


11,  654  2, 061, 543, 526 


$7, 771 

346, 467 

223, 859 

599, 243 

9, 649 

80, 164 

29, 710 

19, 261 

124, 157 

338, 884 

525,511 

213, 263 

120, 565 

9,588 

5,375 

371,  499 

1,221,054 

64, 934 

515,292 

789,  039 

688,311 

41, 969 

32, 450 

15,320 


506,  615 

7, 274, 460 

80, 652 

133, 931 

158,  793 

611,796 

70, 146 

40,  291 

15, 142 

7,784 

146, 930 

70, 995 

38, 382 

1,382,181 

166, 658 

27,316 

48,689 

164, 908 

220, 742 

58,  072 

1,246 

721 


Draw- 
back 


$103, 781 

145, 953 

127 

66, 987 

1,341 

2,052 

131 

1, 655, 992 

86,  782 

52, 803 

3,584 

192,318 

118, 202 

51, 145 

972, 509 

981 

160, 527 

70, 267 

2, 472, 836 

12, 154 

5,064 


734, 169 

6, 145, 241 

167, 377 

298, 693 

24, 166 

1,696,673 

58, 119 

9,520 

975, 187 


41,826 
5,725 


420, 406 


17,619,785 


9,850 

721 

20,224 

35,382 

766, 554 


Expenses 
(net  obli- 
gations) 


$306, 037 
652, 208 
2, 033, 083 
2, 366, 283 
121,355 
250, 424 
738, 909 


465, 

957, 

3, 549, 

2, 725, 

417, 

1, 046, 

141, 

101, 

1, 966, 

4, 559, 


229 
138 
657 
363 
064 
990 
069 
330 
112 
876 


1,301,799 
2,  016, 866 
3, 156, 251 
2,  635, 306 
316, 326 
305,  525 

406, 113 
55,  278 

2,164,416 

26, 169,  646 

292, 996 

917, 331 

572.314 

2,486,411 
186, 651 
201, 543 
277, 798 
179,329 

1,493,519 
364,  587 

1, 149, 360 

2,  632, 000 
362,  551 
130, 609 

1,429,362 
916,721 

2, 093, 044 
288, 931 


Cost 
to 
col- 
lect 

$100 


$56. 02 
7.33 
7.76 
2.62 
3.90 
1.77 
15.01 

7.01 

18.63 

7.81 

7.10 

4.02 

10.70 

2.04 

.61 

12.89 

3.15 

28.87 
3.46 
3.37 
1.69 
4.57 
4.62 

12.00 

48.38 
5.08 
3.32 
1.60 
2.74 
3.54 
2.61 
1.53 
3.34 
2.64 

11.67 
3.25 
2.21 

16.84 
3.25 
1.72 
4.43 

18.15 
3.40 
6.44 
4.18 


2  5,389,202 


17,585,376  82,289,912 


3.99 


1  Does  not  include  collections  of  $21,716,581  deposited  to  the  trust  fund:  Refunds,  transfers,  and  expenses 
of  operations,  Puerto  Rico,  Bureau  of  Customs. 

2  Washington  headquarters  and  foreign  offices. 

3  Included  in  Internal  Revenue  excise  tax  collections  reported  in  table  22. 
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Table  25. — Summary  of  customs  collections  and  expenditures,  fiscal  years  1964  and 

1965 

[On  basis  of  Bureau  of  Customs  accounts] 

SCHEDULE  1— COLLECTIONS  BY  CUSTOMS 


Collections 

1964 

1965 

Percentage 
increase,  or 
decrease  (— ) 

Collections: 
Duties: 

Consumption  entries                -_      _    _    

$1,063,699,694 

173, 073, 954 

13, 391, 738 

2, 684, 406 

869, 248 

10, 906, 258 

152, 020 

18, 651, 696 

190, 297 

557, 068 

$1, 241. 552,  607 

179, 206. 399 

16,112,045 

2,  957,  438 

962,  540 

12,  950, 353 

154,  704 

23, 204, 574 

179,412 

268, 748 

16.7 

Warehouse  withdrawals.             .  __         -    _  _  . 

3.5 

Mail  entries                                                          

20.3 

Passenger  baggage  entries            

10.2 

Crewmember  baggage  entries.  .  .            

10.7 

Informal  entries .  _          .  . 

18.7 

Appraisement  entries                         .... 

1.8 

Supplemental  duties..       _    .      .    _.    

24.4 

Withheld  duties ... 

-5.7 

Other  duties                                 .    ^ 

-51.8 

Total  duties 

1,284,176,379 

1,477,548,820 

15.1 

Miscellaneous:' 

Violations  of  customs  laws                                - 

2, 109, 424 

33, 634 

547, 032 

5, 401. 2S0 

269, 972 

60, 679 

14, 647 

21, 796 

2, 546, 332 

31, 883 

548, 555 

5, 540,  501 

321, 263 

123,  665 

103.  602 

33, 948 

20.7 

Marine  inspection  and  navigation  services 

Testing,  inspecting,  and  grading .... 

-5.2 
.3 

Miscellaneous  taxes  ..                                      . 

2.6 

Fees 

Unclaimed  funds .  .  .      . 

19.0 
103.8 

Recoveries 

All  other  customs  receipts                  . 

607.3 
55.8 

Total  miscellaneous 

8, 458, 464 

9, 249,  749 

9.4 

Internal  revenue  taxes..      - 

520, 558, 294 

574,  744, 957 

10.4 

Total  collections  .         .                        

1, 813, 193, 137 

2,061,543,526 

13.7 

1  Includes  miscellaneous  customs  collections  of  Puerto  Rico  and  the  Virgin  Islands  and  those  of  other 
Government  agencies. 


SCHEDULE  2.— APPROPRIATIONS  AND  EXPENDITURES 


Appropriations  and  expenditures 

1964 

1965 

Percentage 
increase 

Appropriations: 

For  salaries  and  expenses.  Bureau  of  Customs 

$72,485,000 
1,450,000 
1, 661,  000 

$78,854,000 
1, 708,  000 
1,822,000 

8.8 

Transferred  from  Department  of  Commerce  for  export 
control ... -         -_._.---      ..  

17.8 

Transferred  from  Department  of  Agriculture  for  quaran- 
tine purposes .  - 

9.7 

Total              .         -      

75, 596, 000 

82, 384, 000 

9.0 

Expenditures,  obligations  incurred  by: 

Collectors  of  customs..  .      ..    -.  - 

48,605,996 
12,456,970 
8,614,622 
1, 102, 788 
1,497,024 
3, 305, 745 

52, 302, 163 
13, 705, 278 
9, 625, 655 
1, 195, 130 
1,646,916 
3,814,770 

7.6 

Appraisers  of  merchandise ..  . 

10.0 

Agency  Service  (investigations)         . 

11.7 

Comptrollers  of  customs .  . 

8.4 

Chief  chemists..  .  ...  ...  

10.0 

Executive  direction         .      .         . 

15.4 

Total  obligations  incurred           -      ..         .. 

75, 583, 145 

82, 289, 912 

8.9 

Balance  of  appropriations                                 .    _  .  ._  . 

12, 855 

94,088 

631.9 

Expenditures  (refunds): 

Excessive  duties  and  similar  refunds 

17,036,944 
15,  266, 354 

17, 619, 785 
17, 585, 376 

3.4 

Drawback  payments 

15.2 

Total      

32, 303, 298 

35, 205, 161 

9.0 
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Table  26. — Postal  receipts  and  expenditures,  fiscal  years  1926-65 


Year 


Postal  revolving  fund  as  reported  to  the  Treasury  by  the  Post 
Office  Department 


Postal  rev- 
enues 


Postal  expenditures  • 


Extraordi- 
nary expendi- 
tures as 
reported 
under  act  of 
June  9, 1930 


Other 


Surplus,  or 
deficit  (— ) 


Surplus  rev- 
enue paid 
into  the 
Treasury  2 


Advances 

from  the 

Treasury  to 

cover  postal 

deficiencies ' 


1926. 
1927- 
1928.. 
1929- 
1930. 

1931., 
1932. 
1933- 
1934. 
1935. 

1936- 
1937- 
1938- 
1939. 
1940. 

1941. 
1942- 
1943. 
1944. 
1945. 

1946- 
1947. 
1948- 
1949. 
1950. 


1951... 
1952... 
1953--. 

1954  «. 

1955  ». 


1958  «. 

1959  ». 
1960 «. 


$659,819,801 
683, 121, 989 
693, 633, 921 
696, 947, 578 
705, 484, 098 

656, 463, 383 
588, 171, 923 
587, 631, 364 
586, 733, 166 
630, 795, 302 

665, 343, 356 
726,201,110 
728, 634. 051 
745, 955, 075 
766, 948, 627 

812, 827, 736 

859,817,491 

966, 227, 289 

1. 112. 877, 174 

1,314,240,132 

1,224,572,173 
1,  299, 141,  041 
1,410,971.284 
1,571,851,202 
1,677,486,967 

1, 776, 816, 354 
1, 947, 316, 280 
2,091,714,112 
2, 263, 389, 229 
2. 336, 667, 658 


1956  « 2,419,211,749 

1957  6 2,547,589,618 


1961 « 

1962  « 

1963  » 

1964  « 

1965  « 


2, 583. 459, 773 
3,061.110.753 
3, 334, 343. 038 

3,482,961,182 
3, 609, 260, 097 
3, 869,  713, 783 
4,393,516,717 
4,662,663,155 


$39, 669,  718 

48. 047, 308 
53, 304, 423 
61, 691, 287 
66, 623, 130 
69,  537, 252 

68,  685, 283 
51,687,336 
42,  799, 687 
48,  540,  273 
53, 331, 172 

68. 837. 470 

73, 916. 128 

122. 343, 916 

126. 639, 660 

116, 198,  782 

100.246,983 

92,198,226 

96, 222, 339 

120, 118, 663 

119,960,324 

104, 895, 553 
107, 209, 837 
103, 445, 741 

(') 

(') 

(0 
(?) 

(8) 

(«) 

(«) 
(«) 
(«) 
(«) 
(') 


4  $679,  792, 180 
714, 628, 189 
725, 755,  017 
782, 408, 754 
764, 030,  368 

754, 482, 265 
740,418.111 
638, 314, 969 
564. 143, 871 
627, 066, 001 

686, 074, 398 
721,  228,  506 
729, 645, 920 
736, 106, 665 
754, 401, 694 

778, 108. 078 
800, 040. 400 
830, 191, 463 
942, 345, 968 
1,028,902,402 

1, 253,  406, 696 
1,412,600.531 

1,  691,  583.  096 

2,  029, 203, 465 
2, 102, 988, 758 

2, 236, 503,  513 
2,  659, 650.  634 
2, 638, 680, 670 

2,  676, 386, 760 
2, 692, 966, 698 

2, 882, 291, 063 
3, 065, 126, 065 
3, 257, 452, 203 

3,  834, 997, 671 
3,821,969,408 

4, 347, 945, 979 
4, 343, 436, 402 
4, 640,  048, 560 
4,971,215,682 
6, 467, 205, 453 


-$19, 972, 379 
-31,  506, 201 
-32, 121, 096 
-85,461,176 
-98,  215, 987 

-146,066,190 

-206,650,611 

-112.374,892 

-44, 033  835 

-65, 807, 951 

-88, 316. 324 
-46,614,732 
-43, 811, 556 
-38,691,863 
-40,  784, 239 

-24,117,812 

-14,139,037 

13,691,909 

43. 891, 566 

169, 138, 948 

-129,081,506 
-205,657,716 
-276,  834. 152 
-577, 470. 926 
-545,462,114 

-564,  682, 711 
-719,  544, 090 
-650,  412, 299 
-311,997,531 
-366, 299, 040 

-463, 079, 314 
-517,536,447 
-673, 992, 431 
-773,886,918 
-487, 616, 370 

-864, 984, 797 
-734, 176, 306 
-770, 334, 767 
-577, 698, 965 
-804, 542, 298 


$1, 000, 000 
188, 102,  679 


12, 000, 000 


<  $39,  506, 490 
27, 263, 191 
32, 080, 202 
94, 699,  744 
91,714,451 

145, 643, 613 

202, 876, 341 

117,380.192 

52, 003, 296 

63, 970, 406 

86, 038, 862 
41,896,946 
44, 268, 861 
41,237,263 
40, 870, 336 

30, 064, 048 

18, 308, 869 

14, 620, 875 

e  -28, 999, 995 

649, 769 

160,  672, 098 
241, 787, 174 
310,213,451 
524, 297, 262 
592, 514. 046 

624,169,406 
740, 000, 000 
660,121,483 
521,999,804 
285,261,181 

382,311,040 
516, 502, 460 
921,760,883 
605, 184, 335 
669, 229, 167 

824, 989, 797 
773, 739, 374 
817, 693, 516 
698, 626, 276 
764, 090, 520 


•  From  1927  to  date  Includes  salary  deductions  paid  to  and  deposited  for  credit  to  the  retirement  fund. 
«  On  basis  of  warrants-issued  adjusted  to  basis  of  daily  Treasury  statements  through  1947. 

8  Advances  to  the  Postmaster  General  to  meet  estimated  deficiencies  in  postal  revenues,  reduced  by  repay- 
ments from  prior  year  advances.  Excludes  allowances  for  offsets  of  extraordinary  expenditures  or  the  cost 
of  free  mailings.  Figures  are  on  basis  of  warrants-issued  adjusted  to  basis  of  daily  Treasury  statements 
through  1963,  and  thereafter  on  basis  of  the  central  accounts  of  the  U.S.  Government  maintained  by  the 
Treasury  Department. 

*  Excludes  $10,472,289  transferred  to  the  civil  service  retirement  and  disability  fund  on  account  of  salary 
deductions. 

»  Repayment  of  unexpended  portion  of  prior  years'  advances. 

« Transactions  for  1954-65  are  on  the  basis  of  cash  receipts  and  expenditures  as  reported  by  the  Post  Office 
Department.    Reports  of  the  Postmaster  General  are  on  a  modified  accrual  basis. 

'  See  letter  of  the  Postmaster  General  in  exhibits  in  annual  reports  prior  to  1968. 

8  Under  the  act  of  May  27,  1968  (72  Stat.  143),  the  Postmaster  General  is  no  longer  required  to  certify  the 
estimated  amounts  of  postage  that  would  have  been  collected  on  certain  free  or  reduced-rate  mailings. 


Note.— For  figures  from  1789-1926  see  annual  report  for  1946,  p.  419. 
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Table  27. — Increment  resulting  from  reduction  in  weight  of  the  gold  dollar,  as  of 

June  SO,  1965 


Allocation  of 
increment ' 

Charges  against 
increment 

Unexpended 
balance  of 
increment 

Exchanfre  Stabilization  Fund    -  -        -  --     -  - 

$2,  000,  000,  000.  00 

139,  299,  557.  00 
23,  862,  751.  00 

2, 175, 121. 93 
645,  387,  965.  45 

8,  789,  561.  79 

$2,  000,  000,  000.  00 

139,  299,  557.  00 

23,  862,  751.  00 

1, 857,  771. 96 

645, 387,  965. 45 

Payments  to  Federal  Reserve  banks  for  indus- 
trial loans  2 

Philippine  currency  reserve  -  

Melting  losses  on  gold     .- 

$317,  349.  97 

Retirement  of  national  bank  notes 

Unassigned 

8  789  561  79 

Total 

2, 819,  514, 957. 17 

2,  810,  408,  045. 41 

0  106  911  7fi 

1  The  authority,  purpose,  and  amount  of  these  allocations  through  1940  are  summarized  in  the  1940  annual 
report,  pp.  128-30. 

2  Pursuant  to  the  act  of  Aug.  21,  1958  (12  U.S.C.  352a  notes),  the  $111,753,246.03  unexpended  balance  of  this 
allocation  was  covered  into  the  Treasury  as  miscellaneous  receipts:  and  tlie  $27,546,310.97  which  had  been 
advanced  to  the  Federal  Reserve  banks  under  this  allocation  was  repaid  to  a  special  fund  from  which  it  was 
appropriated  to  the  Small  Business  Administration.  The  unused  portion  of  the  appropriation  was  subse- 
quently rescinded  (73  Stat.  209)  and  the  balance,  $23,653,582.01,  covered  into  the  Treasury.  Cumulative 
subsequent  rescissions  through  June  30, 1965,  totaled  $141,104.72. 


Table  28. — Seigniorage  on  coin  and  silver  bullion,  January  1,  1935-June  30,  1965 


Fiscal  year 

Total  seigniorage 

on  coin  (silver 

and  minor)  and 

on  silver  liullion 

revalued 

Potential  seignior- 
age on  silver 
bullion  at  cost 
in  Treasurer's 
account,  end  of 
fiscal  year  i 

Jan.  1, 1935-June  30, 1960,  cumulative - 

$2, 182, 367, 242.  94 
55, 378, 802.  51 
57, 543,  750.  09 
44, 896,  025. 48 
68,  745, 284. 41 
116,996,658.41 
2,525,927,763.84 

2  $87, 536,  030.  23 

1961 .    .. 

45, 937,  577.  49 

1962 

16, 693, 959. 11 

1963 

17, 290,  212. 19 

1964 ._ 

7,520,617.15 

1965 

6, 560, 393.  72 

Jan.  1,  19.35-.Tiinp.  .^0,  Iflfi.";,  ciiTnulative 

1  Not  cumulative,  as  the  bullion  held  by  the  Treasurer  of  the  United  States  changes,  the  potential  seignior- 
age changes  accordingly. 

2  Represents  potential  seigniorage  as  of  June  30,  1960. 

Note.— For  calendar  year  figures  1935-63,  see  the  Treasury  Bulletin  for  July  1964,  p.  79. 
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Public  Debt,  Guaranteed  Debt,  Etc. 

I. — Outstanding 

Table  29. — Principal  of  the  public  debt,  fiscal  years  1790-1965 

[On  basis  of  Public  Debt  accounts  from  1790  through  1915,  and  on  basis  of  daily  Treasury  statements  from 

1916  to  date,  see  "Bases  of  Tables"  and  Note] 


Date 

Total  ^ross 
debt 

Date 

Total  gross 
debt 

Date 

Total  gross 
debt 

December  31— 
1790 

$75, 463,  477 
77, 227, 925 
80,358.634 
78,  427,  405 
80. 747,  587 
83, 762. 172 
82, 064,  479 
79, 228,  629 
78,408,670 
82, 976, 294 
83,038,051 
80, 712,  632 
77, 054,  686 
86,  427, 121 
82,312,151 
75, 723, 271 
69, 218, 399 
65. 196. 318 
67,023,192 
63, 173, 218 
48, 005,  588 
45.209.738 

December  31— 

1812 — 

$55,962,828 
81, 487, 846 
99, 833, 660 
127,334,934 
123,491,965 
103, 466,  634 
95,  529,  648 
91,015,566 
89, 987, 428 
93,  546, 677 
90, 875,  877 
90, 269, 778 
83,  788,  433 
81, 054, 060 
73, 987, 357 
67,475,044 
58,  421,  414 
48,  565,  407 
39,123,192 
24, 322, 235 
7,011,699 

December  31— 

1833 

$4, 760, 082 

1791          

1813 

1834.. 

37, 733 

1792      

1814 

183.5 

37.513 

1793    

1815 - 

1836 

336, 958 

1794      .          -  . 

1816 

1837 

3, 308, 124 

1795 

1817 

1838 

10, 434,  221 

1796 - 

1818 

1839 

3, 573, 344 

1797 

1819 - 

1840 

6, 250,  876 

1798      

1820 

1841 

13.  594, 481 

1799 

1821        

1842 

20,201,226 

1800 

1822 

June  30— 

1843 

1801     

1823 

32, 742, 922 

1802 

1824 

1844 

23,  461,  653 

1803 

1825 

1845 

15,925,303 

1804 

1826 

1846 

15,550,203 

1805 - 

1827 

1847 

38. 826,  535 

1806 

1828     

1848 

47, 044, 862 

1807        -     --  - 

1829 

1849 

63, 061, 859 

1808 

1830 

1850 

63, 452, 774 

1809 

1831 

1851 

68, 304, 796 

1810  - 

1832 

1852 

66, 199, 342 

1811     

June  30 

Interest-bearing  • 

Matured  debt 
on  which  Inter- 
est has  ceased 

Debt  bearing 
no  Interest 

Total  gross  debt 

Gross  debt 
per  capita  2 

1853        

$59,  642,  412 

42,044,517 

35,418,001 

31, 805, 180 

28,  503, 377 

44, 743. 256 

58,333,156 

64, 683, 256 

90, 423, 292 

365,  .3,56, 045 

707,834.255 

1.360,026,914 

2, 217,  709.  407 

2.322,116.330 

2, 238, 954,  794 

2,191,326,130 

2, 151,  495, 065 

2,03.5,881,095 

1,920,696,750 

1, 800, 794, 100 

1, 696, 483, 950 

1,724,930,750 

1,708,676,300 

1, 696, 685,  450 

1, 697. 888,  500 

1, 780, 735, 650 

1,887,716,110 

1,709,993,100 

1,625,  .567, 750 

1, 449, 810,  400 

1,324,229,150 

1,212,563,850 

1, 182, 150, 950 

1,132,014,100 

1, 007, 692. 350 

936,  522,  500 

815, 853, 990 

711.313,110 

610, 529. 120 

585.029.330 

685, 037, 100 

635,041,890 

716,202.060 

847.363.890 

847. 366, 130 

847, 367,  470 

1,046,048,760 

1.023,478,860 

$162, 249 

199, 248 

170,  498 

168, 901 

197.998 

170, 168 

165,225 

160, 575 

159, 125 

230,520 

171,970 

366, 629 

2, 129,  425 

4. 435, 865 

1,739,108 

1,246,  .334 

5,112.034 

3, 569, 664 

1, 948, 902 

7, 926, 547 

61, 929, 460 

3,216,340 

11,  425,  570 

3. 902. 170 

16.648,610 

5. 694, 070 

37,015,380 

7,  621, 206 

6, 723,  616 

16,260,656 

7,831.165 

19.  655, 955 

4,100.745 

9,  704, 195 

6,114.916 

2,495,845 

1,911,235 

1, 815,  555 

1,614,705 

2, 786, 875 

2,094,060 

1, 851, 240 

1.721,590 

1, 636. 8iJ0 

1, 346,  880 

1,262,680 

1, 218, 300 

1,176.320 

$69. 804, 661 

42, 243, 765 

35, 588,  499 

31,974,081 

28. 701, 375 

44,913,424 

58, 498, 381 

64,843.831 

90, 682,  417 

524,177.955 

1,119.773,681 

1.815.830,814 

2.677.929,012 

2, 755,  763, 929 

2,650,168,223 

2, 583,  446, 456 

2,54,5,110,590 

2,436.453.269 

2, 322. 052. 141 

2,209,990,838 

2,151,210,346 

2, 159, 932, 730 

2, 156, 276,  649 

2, 130, 846. 778 

2,107,759,903 

2, 159, 418, 315 

2, 298, 912, 643 

2.090,908,872 

2,019,286,728 

1,856,916,644 

1, 721, 958, 918 

1,625,307,444 

1,578,551,169 

1,  655, 659,  550 

1,  465,  485, 294 

1, 384, 631,  656 

1,249,470,511 

1, 122,  396, 684 

1, 005. 806.  .561 

968, 218, 841 

901, 431, 766 

1,016,897,817 

1,096,913,120 

1,222,729,360 

1,226,793.713 

1.232.743,063 

1, 436. 700. 704 

1.263.416.813 

$2.32 

1854       

1.69 

1855 

1.30 

1856                

1.10 

1857 

.93 

1858 

1.59 

1859                              -  - 

1.91 

I860            

2.06 

1861 

2.80 

1862 

$158,  .591,  390 
411,767,4.56 
455,  437, 271 
458. 090. 180 
429,211,734 
409,  474, 321 
390, 873,  992 
388, 503, 491 
397,002,510 
399, 406, 489 
401, 270, 191 
402,796,935 
431.785.640 
436, 174, 779 
430. 258. 158 
393. 222. 793 
373, 088. 596 
374, 181, 153 
373, 294, 567 
386, 994, 363 
390,  844,  689 
389.898,603 
393,087,639 
392, 299, 474 
413,941,255 
461,678,029 
44.5,613,311 
431, 705, 286 
409, 267, 919 
393, 662, 736 
380,  403,  636 
374, 300,  606 
380.  004.  687 
378, 989,  470 
373, 728. 570 
378,081,703 
384.112.913 
389.433.654 
238,761,733 

15.  79 

1863 

32.91 

1864 

52.08 

1865 

75.01 

1866 

76.42 

1867 

70.91 

1868 

67.61 

1869 

66.17 

1870 

61.06 

1871 

66.72 

1872 

52.65 

1873 

60.02 

1874 

49.05 

1875 

47.84 

1876 - 

46.22 

1877 

44.71 

1878 

44.82 

1879 

46.72 

1880 

41.60 

1881 

39.18 

1882 

35.16 

1883 

31.83 

1884 

29.35 

1885 

27.86 

1886 

26.85 

1887 

24.76 

1888 

22.89 

1889 

20.23 

1890 

17.80 

1891 

15.63 

1892 

14.74 

1893 

14.36 

1894 

14.89 

1895 

15.76 

1896 

17.25 

1897 

16.99 

1898. 

16.77 

1899 

19.21 

1900 

16.60 

Footnotes  at  end  of  table. 
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Table    29. — Principal    of   the 

public    debt, 

fiscal    years 

1 750-i5(55— Continued 

June  30 

Interest-bearing ' 

Matured  debt 
on  which  inter- 
est has  ceased 

Debt  bearing 
no  Interest 

Total  gross  debt » 

Gross  debt 
per  capita  2 

1901 

$987,141,040 

931,  070,  340 

914.541,410 

895, 157, 440 

895,158,340 

895, 159, 140 

894, 834,  280 

897, 603, 990 

913,317,490 

913, 317,  490 

915, 353, 190 

963, 776,  770 

965,  706,  610 

967,953,310 

969,759,090 

971,562,590 

2, 712,  549.  477 

12,197,507,642 

25,236,947,172 

24, 062, 500, 285 

23,  738,  900, 085 

22,  710, 338, 105 

22, 007,  043, 612 

20, 981,  242, 042 

20,  210,  906,  915 

19. 383.  770, 860 

18, 252, 664,  666 

17,317,694,182 

16,638,941,379 

15,921,892,350 

16,  519, 588, 640 

19, 161,  273, 540 

22, 157,  643, 120 

26,  480, 487, 870 

27,645,241,089 

32,988,790,135 

35,  800, 109, 418 

36,  575, 925,  880 
39. 885, 969,  732 
42, 376, 495, 928 
48, 387, 399, 539 
71, 968, 418, 098 

135, 380, 305.  795 
199, 543,  355, 301 
256,356,615,818 
268.110.872.218 
255,113,412,039 
250, 063, 348, 379 
250,  761, 636,  723 

255,  209, 353, 372 
252, 851.  765, 497 

256,  862,  861, 128 
263,946,017,740 

268,  909,  766,  654 
271,741,267,507 

269,  883, 068,  041 
268,  485,  562,  677 
274,  697,  560.  009 
281, 833, 362, 429 
283, 241, 182,  755 
285,671,608,619 
294,442,000.790 
301.  a-iS,  730,  701 
307. 356,  561,  535 
313,112,816,994 

$1, 415,  620 
1,  280,  860 
1,  205, 090 

1,  970,  920 
1, 370,  245 
1, 128, 135 
1,086,815 
4,130,015 

2,  883, 855 
2,124,895 
1,879,830 
1,  760, 450 
1,659,550 
1, 552,  560 
1,507,260 
1, 473, 100 

14,  232,  230 
20,  242, 550 
11,176,250 
6,  745, 237 
10,  688, 160 
25, 250, 880 
98,  738, 910 
30,  278, 200 
30,  258,  980 
13, 359,  900 
14,  718,  585 
45, 335, 060 

50,  749, 199 
31,716,870 

51,  819, 095 
60, 079, 385 
65,911,170 
64, 266, 830 

230,662,155 
169, 363, 395 
118,529,815 
141,362,460 
142,283,140 
204,691,190 
204.999,860 
98, 299,  730 
140,600,090 
200, 851, 160 
268. 667, 135 

376. 406. 860 
230, 913,  536 
279,  751,  730 
244,  757,  458 
264,  770,  705 
512, 046, 600 
418, 692, 165 
298.  420,  570 
437, 184, 655 
588,  601, 480 
666,051,697 
529, 241,  585 
,597,  324,  880 
476, 455, 003 
444,  608,  630 
349, 355, 209 
437, 627,  514 
310,415.540 
295,293,165 

292. 259. 861 

$233, 015,  585 
245,  680, 157 
243,  659,  413 
239, 130,  656 

235,  828,  510 
246, 235,  695 
251,  257, 098 
276, 056,  398 
232,114,027 
231, 497, 584 
236,751,917 
228, 301, 285 
226,  681, 685 
218,  729, 530 
219,997,718 
252, 109,  877 
248,  836, 878 
237,475,173 

236,  382,  738 
230,075,945 
227, 862. 308 
227, 792,  723 
243, 924,  844 
239,  292,  747 
275, 027, 993 
246, 085,  555 
244, 523,  681 
241, 263, 959 
241,397,905 
231,700,611 
229, 873,  756 
265, 649, 619 
316,118,270 
518,386,714 
824, 989, 381 
620, 389, 964 
505, 974,  499 
447,451,975 
411,279.539 
386,443.919 
369,044,137 
355,  727,  288 

1, 175,  284, 445 
1,  259, 180, 760 
2, 056, 904,  457 
934,  820, 095 
2,942,057,534 
1, 949, 146, 403 
1,  763, 965,  680 
1,  883, 228,  274 
1,858,164,718 
1,823,62,5,492 
1,826,623,328 
1, 912,  647, 799 
2,044,35.3,816 
2,201,693,911 
1,  512, 367,  635 
1.048,  .3.32,  847 
2, 396, 089, 647 
2, 644,  969,  463 
2, 949. 974, 782 
3,321,194,417 

3,  595,  486,  7.55 

4,  061, 044,  557 
3,868,822,129 

$1,221,572,245 

1,178,031,357 

1,159,405,913 

1,136,259,016 

1, 132,  357, 095 

1, 142. 622, 970 

1, 147, 178, 193 

1, 177, 690, 403 

1,148,315,372 

1, 146, 939, 969 

1,153,984,937 

1, 193, 838,  505 

1,193,047,745 

1, 188,  235, 400 

1,191,264,008 

1,225,145,568 

2, 975,  618, 585 

12, 455, 225,  365 

25,484,506,100 

24, 299, 321,  467 

23, 977, 450,  553 

22,  963, 381,  708 

22,  349,  707,  365 

21,250,812,989 

20, 516, 193, 888 

19,643,216,315 

18,511,906,932 

17,  604, 293,  201 

16,931,088,484 

16, 185, 309, 831 

16, 801, 281, 492 

19,487,002,444 

22,  538, 672, 500 

27,053,141,414 

28,  700,  892,  625 

33,  778,  543,  494 

.36,  424, 613,  732 

37, 164,  740, 315 

40,439,532,411 

42,967,531,038 

48,961,443.536 

72,422,445,116 

136, 696, 090, 330 

201,003,387,221 

268, 682, 187,  410 

269, 422, 099, 173 

258,  286, 383, 109 

262,292,246,513 

252,  770, 359,  860 

257,357,352,351 

255, 221, 976, 815 

259,105,178,785 

266,071.061,639 

271,259,599,108 

274,  374,  222,  803 

272,  7,50, 813, 649 

270,627,171,896 

276,343,217,746 

284,  705, 907, 078 

286, 330,  760,  848 

288,970,938,610 

298, 200, 822.  721 

305,  859. 632,  996 

311,  712, 899,  257 

317,273,898,984 

$15.  74 

1902 - 

14.88 

1903 

14  38 

1904 

13.83 

1905 

13.51 

1906 

13  37 

1907 

13.19 

1908     .     --              

13  28 

1909 

12  69 

1910 

12  41 

1911 

12  29 

1912 

12.62 

1913 

12.27 

1914 

11.99 

1915 

11.85 

1916 

12  02 

1917 

28  77 

1918     . 

119  13 

1919 

242. 56 

1920 

228.  23 

1921 

220  91 

1922 -- 

208  65 

1923 --. 

199.64 

1924 

186  23 

1925 

177. 12 

1926 

167  32 

1927 

155  51 

1928 

146  09 

1929 

139.04 

1930 

131  51 

1931 

135.45 

1932 

156  10 

1933 

179.  48 

1934.. 

214.07 

1935     

225  56 

1936 

263. 79 

1937 

1938 

282.  75 
286  27 

1939 

308. 98 

1940 

325  23 

1941 

367. 09 

1942 

637. 13 

1943 

999  83 

1944 

1,452.44 

1945  .- 

1,848  60 

1946 

1,905  42 

1947 

1,  792. 05 

1948     -. 

1,720  71 

1949 

1,694.75 

1950 

"■  1, 696.  67 

1951 

■■  1, 654. 20 

1952 

■•  1,  650.  84 

1953 

'  1, 667. 48 

1954  .. 

'  1, 670.  41 

1955 

■•  1, 660. 11 

1956 . 

'  1,621.38 

1957 

■■  1, 579. 50 

1958 

1959  

-■  1,  .586.  89 
■■  1,606.11 

1060 

1,  584.  70 

1961 

1,  572.  58 

1962 

1,  597.  60 

1963 

1,61.5.10 

196-1 

-■  1,  622.  50 

1965 

"  1, 630.  53 

'  Revised. 

"  Preliminary. 

'  Exclusive  of  bonds  Issued  to  the  Pacific  railroads  facts  of  1862,  1864,  and  1878),  since  statutory  provision 
was  made  to  secure  the  Treasury  against  both  principal  and  interest,  and  the  Navy  pension  fund,  which 
was  not  8  debt  as  principal  and  interest  were  the  property  of  the  United  States.  The  Statement  of  the 
Public  Debt  included  the  railroad  bonds  from  Issuance  and  the  Navy  fund  from  September  1, 1866,  through 
June  30,  1890. 

'  See  table  30,  footnote  3. 

'Includes  certain  securities  not  subject  to  statutory  limitation;  see  table  1,  notes  6  and  7.  Public 
debt  includes  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations  and  other 
business-type  activities  in  exchange  for  which  securities  of  the  corporations  and  activities  were  issued  to 
the  Treasury  (see  table  110). 

Note.— From  1790-1842,  the  fiscal  year  ended  December  31.  Detailed  figures  for  1790-1852  are  not  avail- 
able on  a  basis  comparable  with  those  of  later  years.  For  bases  prior  to  1916,  see  the  1963  annual  report 
p.  497,  Note. 
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Table  30. — Public  debt  and  guaranteed  debt  outstanding  June  30,  1934-65 

[Gross  public  debt  on  basis  of  daily  Treasury  statements.    Guaranteed  debt  from  1934  through  1939  on 
basis  of  Public  Debt  accounts,  and  for  1940  and  suljsequent  years  on  basis  of  daily  Treasury  statements] 


Guaranteed  debt  of  U.S.  Government  agencies 

Gross  public  debt  and 

Gross  public 

held  outside  the  Tre 

asury 

guaranteed  debt ' 

June  30 

debt  1 

Interest-bearing 

Matured  2 

Total 

Total 

Per  capita  3 

1934 

$27,053,141,414 

.$680,  767, 817 

$680,  767, 817 

$27,  733, 909, 231 

$219.  46 

1935 

28,  700, 892, 625 

4, 122,  684, 692 

4, 122, 684, 692 

32,823,577,316 

257.  95 

1936... 

33,  778, 543,  494 

4,  718, 033, 242 

4,  718, 033,  242 

38,  496,  576, 735 

300. 63 

1937 

36, 424,  613,  732 

4, 664,  594,  533 

.$10,000' 

4,  664,  604, 533 

41, 089,  218,  265 

318.  95 

1938 

37, 164,  740,  315 

4,852,559,151 

232,  500 

4,852,791,651 

42,017,531,967 

323.  65 

1939 

40,439,532,411 

5, 450, 012, 899 

821,  200 

5, 450,  834, 099 

45, 890. 366,  510 

350.  63 

1940 

42, 967, 531, 038 

5,  497,  556,  5.55 

31,514,100 

5,  529, 070.  655 

48, 496, 601,  693 

367. 08 

1941 

48, 961, 443,  536 

6,359,619,105 

10,  633,  475 

6, 370,  252, 580 

55, 331, 696, 116 

414. 85 

1942 

72,422,445,116 

4, 548, 529,  255 

19,  730, 375 

4,  568,  259,  630 

76, 990,  704,  746 

571. 02 

1943 

136, 696, 090, 330 

4,091,086,621 

8,  256,  425 

4, 099,  943, 046 

140,  796, 033,  376 

1, 029. 82 

1944 

201,003,387,221 

1,515,638,626 

107, 430, 675 

1,  623,  (169, 301 

202, 026, 456,  522 

1, 464. 17 

1945 

258, 682, 187, 410 

409, 091, 867 

24, 066,  525 

433, 158, 392 

259,115,345,802 

1,851.70 

1946 

269, 422, 099, 173 

466,671,984 

9,  712, 875 

476, 384, 859 

269,898,484,033 

1, 908. 79 

1947 

258,  286, 383, 109 

83,  212,  285 

6, 307, 900 

89, 520, 185 

258, 375, 903, 294 

1,  792. 67 

1948 

252, 292,  246, 513 

68,  768,  043 

4,  092,  775 

73, 460,  818 

252, 365,  707, 331 

1,721.21 

1949..... 

252,  770, 359, 860 

23, 862, 383 

3,413,025 

27, 275, 408 

252,797,635,268 

1, 694. 93 

1950 

257, 357, 352, 351 

17, 077. 809 

2, 425, 225 

19, 503, 034 

257, 376, 855, 385 

r  1, 696. 80 

1951 

255,221,976,815 

27, 364, 069 

1, 863, 100 

29, 227, 169 

255, 251, 203, 984 

'  1, 654. 39 

1952 

259, 105, 178, 785 

44, 092, 646 

1,  472,  700 

45,  565, 346 

259, 150,  744, 131 

-•1,651.13 

1953 

266,071,061,639 

50,  881, 686 

1,191,075 

52, 072,  761 

266, 123, 134, 400 

■■1,667.80 

1954 

271, 259,  599, 108 

80,415,386 

1, 026, 000 

81, 441,  .386 

271,  341,  040,  495 

-■  1, 670. 91 

1955 

274,374,222,803 

43, 257,  786 

885, 175 

44, 142, 961 

274, 418, 365,  764 

'1,660.37 

1956 

272,  750, 813. 649 

73, 100, 900 

787,  575 

73, 888, 475 

272,  824,  702, 124 

-■1,621.82 

1957 

270,527,171,896 

106,  434, 150 

703, 800 

107, 137, 950 

270,  634, 309, 846 

-■  1, 580. 12 

1958 

276,343,217,746 

100,  565,  250 

055, 350 

101, 220,  600 

276, 444,  438, 346 

-•  1, 587. 47 

1959 

284,  705, 907, 078 

110, 429, 100 

590, 050 

111,019,1,50 

284, 816, 926, 228 

'  1, 606.  74 

1960 

286, 330,  760, 848 

139, 305, 000 

536,  775 

139,841,775 

286. 470, 602, 623 

1, 585. 48 

1961 

288, 970, 938, 610 

239,694,000 

521,  450 

240, 215, 450 

289,211,154,060 

1,573.89 

1962 

298,200,822,721 

443, 688,  500 

530, 425 

444, 218, 925 

298,  645, 041,  646 

1, 599.  98 

1963 

305, 859,  632, 996 

605, 489,  600 

1, 120,  775 

606,  610, 375 

306,466,243,371 

1,618.30 

1964 

311,712,899,257 

812, 272,  200 

719,725 

812,991,925 

312,525,891,182 

-■  1, 626. 73 

1965 

317, 273, 898, 984 

588, 900, 500 

1,425,550 

590, 326, 050 

317, 864, 225, 034 

p  1, 633. 57 

'  Revised. 

I"  Preliminary. 

1  Includes  certain  securities  not  subject  to  statutory  limitation.  For  amounts  subject  to  limitation, 
see  table  1.  Public  debt  includes  debt  incurred  to  finance  expenditures  of  wholly  owned  Government 
corporations  and  other  business-type  activities  in  exchange  for  which  securities  of  the  corporations  and 
activities  were  issued  to  the  Treasury  (see  table  110). 

2  Amounts  shown  represent  outstanding  principal  on  which  interest  has  ceased.  The  amount  of  accrued 
interest  as  of  June  30,  1965,  was  $125,146,  funds  for  wiiich  are  on  deposit  with  the  Treasurer  of  the  United 
States. 

3  Based  on  the  Bureau  of  the  Census  estimated  population.  Through  1958  the  estimated  population  is  for 
the  conterminous  United  States  (that  is,  exclusive  of  Alaska,  Hawaii,  and  the  outlying  areas,  such  as  Puerto 
Rico,  Guam,  and  the  Virgin  Islands).  Beginning  with  1959  the  estimates  include  Alaska,  and  with  1960, 
Hawaii. 


TABLES 


557 


OS      i>0      lOi 

»— (     1     1     1 

lO 

<  00  ^  OS      r^Tfcocooso     1 1-(  CO 

00 

CO 

t      1        O  (M  O  (N      t  C<J             1      '  CO 

§  :s  !S 

00      ■      1      ' 

o> 

1  r^                       .-H  (MC^                r-4       1         O 

CO 

CO 

II         t^O  coco      "-»             1      .  CD 

-^J*     1     1     ' 

«5 

t- 

•* 

1      1               0-*(N      (CO            1      liC 

lO 

to 

CO      'O      i<M 

(Nil' 

00 

1                       ^-1 

CO                  <      o 

w 

■^ 

II                r-H  CO              '                     1       1  1-H 

Oi 

rfi       1  r-<       1  lO 

Oil' 

o 

c         lO 

lO 

CO 

»— 1 

1— 1     1     t     1 

C-l 

C^i 

O      1  O      '  Tf* 

S  :  i  i 

Oi 

O  O  00  CO         (M 

1  CO  *0  OCM      1  »OOS 

o 

OS 

1      1         CO  to  (N  C^      lO            1  1-1  i-H 

CO       IrM        1^ 

OO 

CO'^.-'O        o 

|-CI<CMCM>0      1        0> 

TJ< 

c~< 

II        l>  00  COOi      '  t-           '        o 

^ 

r^    1  o    1  c^ 

-^    1     1     1 

■* 

^   C4        1-1         00 

ilO               rt      J        CM 

CM 

t^ 

II               Oi  TT  C^      1  M            1         Oi 

CD 

a> 

Oi     1  rH     1  r^ 

00      1      1      1 

CO 

1  CO                  1      en 

•^ 

o" 

11                     (Ml                   1         ,-1 

r^ 

CO      1  T-i      ICO 
1           1 

00      1      1      1 

o 

CM 

t                       1      ia< 

»o 

CO 
CM 

II                  1— t          1                1 

Oi      1  .-•  Ci  »0 

s  i  i  i 

OO 

iO  *0  CSICO         'tJ* 

11-1  r^     1  CO     1       ■'l^ 

ira 

s 

i  i  gsfss  is  '"ss 

Tl       1  O  CO  TJ< 

o 

tNCD         O         O 

iCMC^      lOO      1        ^ 

s 

S 

t^         ,   U3,-H   r-. 

en    1    1    . 

U3 

«  ^     ^     o 

icn         iri    i,_^co 

II               OiM«-<      i<M                     O 

II                  ^     ..            I                               J. 

Oi 

1^      1  Oi  "M  C^ 

ICO            1             iwOO 

CO 

r^ 

II                     ,-1  f-4                 1                                       CI 

CO      t        C-*  O 

00      t      1      1 

s 

1           11"* 

lO 

CM 

II                 1— (          1 

lOC^Ot^Tt* 

■o   !   1   1 

(N 

»o  O      '  CO           1 

1  r^io    1    1    1    1  r^ 

I— ( 

CO 

1     I        OCDCft      I     lO       F-eOt^ 

C^  OO'^CD 

CM       1      1      1 

r- 

t^  CD      1  CO             • 

ICM  CM      1      1      1      to 

CO 

1      i        ft  CO  OS      1      1  O               CO  'D 

M 

cJoo5io-<»< 

O      1      1      1 

o 

M   GO      '^             [ 

■t^                1        1        1        ICO 

1< 

U3 

1    1      0*0100     1    •  "n          cooi 

(O 

O 

C^  1-1  ooco  »c 

lO      1      1      1 

CO 

.rH           .     1     1     1  t^ 

CO 

Ol 

II             fiC*      t     »                         •-• 

»-( 

CO               f-tCO 

t^    1    1    1 

o 

1           1111"* 

lO 

;?; 

i^ 

Tj«CO  t^co  t^ 

o     I     I     1 

GO 

1     t     1 1^         1 

loo      1      1      1      1->J< 

^ 

o> 

1      1         OOOM*       1      ICD         -^-^.-l 

to 

i-H  O  OCO  lO 

Ol  «5cO  CO  CN 

T^ 

1         1         1  f-H                  1 

■  COrH        (        I       1        1  ^ 

CO 

c^ 

!   !     ^g§    1   IS     "^§ 

1 

7™^ 

t-H 

00      1      I      1 

•— 1 

1       1       t  fH              1 

100            1      1      1      lO 

TJH 

ec 

.  1 

U3 

^Cl 

v. 

o 

CO  i-<  OOCO  CO 

O"    1     1      1 

t* 

1  lO            1      1      1      1  t^ 

CO 

o 

II                  ^HOO        '       1                                  <-! 

C3 

^ 

W                  1-HlO 

00      •      1      1 

00 

1              1     1     1     1  Ttl 

lO 

^ 

>-*1 

H 

, 

CO      tiM  OCO 

t^    lo    1 

^ 

1    i    !o       1 

Ico    1    1    1    1    1^ 

1^ 

<M 

1    1      CO  iM  OS     '    1-^      cor^M' 

^" 

o 

O      ii-l  U500 

•»      liO      1 

Tf 

1    1    1 1^        1 

1  00      1      1      1      1      ii!t* 

Ol 

•^ 

1    1      ooosco     1     1  o       lOorh- 

1      1        i-lOOlM       1      ICO               -^  -f 

o 

C6      1  lOO  Tj< 

C^      1           1 

OO 

1        1        1  tH                1 

,t~      1      1      1      1      .<o 

•tfi 

CO 

m 

o 

1      1                  ^^^     '      '                               * 

<u 

o> 

ic    ir^iCi-T 

r~t       1              1 

cS 

1  CO t^ 

•^ 

oo' 

II            i-nr*     1     1                       ^-1 

1— t 

(N      1        1-1  ^O 

1 

1 

00      1            1 

T-H 

1        1    1    1    1    11^ 

•a 

8 

-^ 

a» 

CD  C^  CT>CO  -^ 

CO      lO      t 

t^ 

1      I      1  CO            ' 

lio    1    1    1    1    Ico 

o 

00 

1               OOCMW      I      Io»        OS-'fO 

o 

O  O  O  "^  I-* 

O      1  U3      1 

c^ 

1       1       1  00              1 

ICO      1      P      1      1      1  o 

to 

b- 

1               OSt^^H      1      KM         OOCIO 

CO 

CI 

O  O  O  OC  CO 

uaco -"J^'co'i^ 

Tj<"   1        1 

o 

00 

1         1         H— I                  I 

ICO    1     1     i     1     ■":> 
■00 o 

o 

OS 

o 

1^^       C^OCM      t      ICD              CO  O 

It.       (NO    1   j              -r 

■«4 

a 

»-i 

<N               CO  (N 

00     1           1 

1             1      1      1      1      liC 

lO 

s 

e 

cJ 

u 

^ 

0 

CD      1     lO  CD 

CO      1  O      t 

iC 

1     1     >  f— (           I 

ll-l     1     1     1     1     l.<J* 

r^ 

CI 

1      1        OSOW      t      ICO        OOOOO 

1    1      -^  -^  (M     1    1  r^      lO  US  00 

•«^ 

•" 

o     <      t  C-J  »-• 

CO      1  K      1 

r>- 

r      1      1  t^             1 

1  CM OO 

r^ 

lO 

w 

03 

CO 

■«:t<       1      <OS  ^ 

00      1            t 

co 

i     1     1 1— 1           1 

,0      1      .      1      1      jO 

t^ 

'J' 

1      1        (MOOS      '      ICO        CD^H.-i 

CO 

Si 

Vi 

s 

C^     1     i<N  O 

o"    1         1 

CD 

1 OJ      1      1      1      1      1  ^" 

^•• 

?5 

CM 

1       t          ^ftt-H        1       1 

3 

f— t 

(M      1      iCOCS 

a>    1        1 

CO 

1             1      1      1      1      1  lO 

CO 

•o 

Oir-t      ICOCO 

0>     lO      I 

lO 

!    1    Ico        I 

llO      1      1      1      1      IcM 

CO 

OC 

!     sss  i  is  JS^s 

u-> 

F-H   O        1  1--  t^ 

00      iS      1 

o 

1      1      iCd             ■ 

ICO      1      1      1      1      iCM 

»o 

»o 

Ol 

t^ 

oiua    1-^  o» 

s    1 

r^ 

1       1       1  1-H              • 

1— 1      1      1      1      1      lO 

OS 

CD 

1  ^^       t^  t^  04      1      '  t^        CM 

S 

i-TrH       1  OO 

O     t           1 

lO 

1  -T    1    1    i    1    1  •* 

lO 

•-T 

[•^       o                 11 

lj» 

C^            1  CN  CO 

00      1            1 

»o 

1.-I >o 

CO 

£3 

•q 

a 

1— 1 

CM 

e 

C8 

o 

00    1    Icoc^ 

o    to    < 

3 

r      1      .  O            ' 

lc3>      1      1      1      1      ll^ 

t^ 

OS 

lOr^        iICO      1      1      ICO            111 

cc 

^    iS    1 

1            1            1    T-^                         1 

1  o o 

CO 

lOOS      1      1      I  t^            111 

a 

CO 

00     •     ICO  o> 

00      >            1 

a> 

1      1      ICO            J 

lO    1     1     1    ]    ;■* 

00 

t^ 

O  lO     *      I     1  CO           III 

OS 

O     1     ico*»o 

I-t     1          1 

Tt^ 

IcJ    1     1     1     1     It-T 

"5 

•^ 

<0            111                  III 

»-* 

CI       1      <*-ICQ 

OC      1            1 

1  1-t »o 

CO 

ti 

i-O 

a 

o 

-SJ 

"« 

T}4    ■    icc  a» 

t*      lO  1-1 

CD 

1     1     1 1^         1 

<0>      1      r      iCO      lO 

»o 

f— 1 

"'•-'    "SJ;  '   '-'S      '  i  ' 

»-H      1     1  CO  c^i 

us       1  U3CM 

o 

1     1     1  •— 1           1 

CO      1      1      11-1      ICO 

00 

c» 

lOOS      i      1        CO            111 

u 

S2 

CO 

»o 

O     1 

c^ 

111-^        1 

IlO    1    1    icn    ICO 

CM 

Tf 

OO     1     1       00          '     '     1 

'^i 

»^--i 

oT    t    "co^o 

rH       1 

ifi" 

1  CM      1      1      <'-^      1  OC 

CO 

c5 

tJ<*cm"     1      1                         111 

►o 

1—) 

f-l      1      n-c*^ 

00      1 

iO 

ii-t      1      1      1             1 lO 

t^ 

s 

'o 

'-' 

CM 

Oh 

•o 

o 

CO 

1— 1 

CO 

g 

a 

*r^ 

J 

G 

1     I          1     1     1     1     I  en          111 

i  \      !  !  !  :g-2      '•  '  '• 

m 

t 

< 

»— * 

!   1   I'S  1 

J     J     ,  to    1 

I     I     I     I     '  w     I     I        I 

<0     '           1     1     1      1.^   O           III 
a  en          !     1     I  en  2  fl          !     !     1 

2o      !  !  Il^'oo'g  ;  ;  ; 
■*^fl       iiiCJc^tSbiti 

«  H            I               t^         O*^      1      1      1 

a 

1    1    1  a>    1         1    1    1    1       1 
1    1    1  ^    1         1    1    1    1       1 

i  i  is  ;     i  i  i  i  "i 
:  !  i«  !     !  i  i  i  3 

!  i  il  i     il^J-S 

•>i  o  g    !^  o^-^  ii^  «    ?i 
i)ca«o:*jZ!(no3aci2iJ     o 

[III       !    1    ;    ;    ;    '  M  i    i     ; 

III!     ;  !  :  !  :s-S  !  :  " 
|.S  ;  i  i    -s  i  i  i  if^l  \i 

mm  li  main 

||ill!lsi||||ii|i 

0) 

3 

en 
en 

_CJ 

E 

3 

-rtS      1     .     lOMlgg     1     1     1 

fe«=a  !  !  ^Sga 
s-a£  !  :  •.it^>,  1 

m  ^_J   i^-i          1          1         1  — ^     O  J_3  ■*^          '         '         • 

.ag-s  ;  :  i3a-'S3  ;  !  i 

otn^H'^cs     1     1     ^c3/-v*»HW     I     1 

■sS^afeog^afeteSog 

.3  2 

a 

•t-a 

o 

en  — ' 

(_,    tn  ^     ^           ^^    QJ    t-t 

ojp            OE" 

?          P-.PM 

go          tHQH 

^Tt^tHt^t^ 

fR  3 

s 

•z 

g_<!00             WfeP^P^ 

OQ 

i-H 

03 


O 

3 


o 

B 

o 
o 


558   19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


CO  T-t    1— (    1— ( 


C  1-f  rH  «0         .— I  (M  CO  !>. 

I— «      r-i  -rr  CO  CO  00 


CO  to 

ceo 


CO 


OOO  IOCS  osco 
O  iC  ec  05  Tf 
C^  Tji  TJ"  !>•  «— « 


o 

m 

r^ 

lO 

CD 

t-H 

(M 

on 

m 

rh 

C3 

O  r-(,-l(N 


CO  rH  C-l 

OS  oco 
u^CS  CO 


4  OOi 
lOO 


Oi  f^D  ■^  '-'  CC 
i-<  00  CD  CO  (M 

1-t  o  T-H  as  -H 


r^ 

h- 

u^ 

(>) 

»C 

re 

to 

M 

C<1 

to 

r~ 

'Jl 

o 
m 

.-H  *<*«  r-t  i-H 


O  .-H   rH  C^ 


s 


.-1  CO 


■^  OS  00 

t^  CM  I^ 

CT>tO 


0>r-H 
COM 


cow 

OO 
00  w 


^, 

0 

o 

1—1 

OO 

0 

cc 

5: 

0 

CO 

10      w.-l« 


.2 

a 
o 
O 


CO 

I 


o 

S 

s 

a" 
•2  s 

^•§ 

60      O 

«    ;§ 


CSI  •-•         00  'O  CO  00 


r»<M  Oi  CD 

1-101^0 

-^t^co 

COCl  C^l 

1-H  00  ■<*< 

t^o 

c?» 

0. 

Cf' 

•«< 

Oi 

■^ 

■^ 

■* 

-^ 

CMOS'* 
CM  00  CM 


CO  ^H 

to  C3> 


10  to 

to  1-1 


CO 

rN 

rT» 

'^ 

I^ 

■<f 

0 

eo 

CO 

UO 

10 

■^ 

a 

^  »H  .-I  ^HCO  «0 


000  »OTt< 
t-<N  i-HO 
CI  'V  t>-  i-H 


■«  *0  rH  t-H 
OS  rH 
C^  00 


oot^oo 

>0{N 


ci  ocoosi-H 

^  O  i--  "-H 


5i 


to  to 


»-H  1-H  CO  »-<  ■^  t^ 


lOOiOC^ 

(M  to  C^  ^ 
0»00  OC  T-H 


'^' 


CO  O  O  CO 
tOOOO 
Oa0»0^^ 


tO'* 
01  CO 
CTt 


3 
o 


CO 

n 
<i 
H 


*-t  fH  f-<  i-H  CO  00        t''' 

oT 


CO  CM 


^OOCO         OS 


C-) 

1— 1 

o» 

10 

rr) 

cs 

I^ 

iO 

CO* 

1—1 

'^ 

CI 

o 


I  I  §" 

fl    Q>    C    rt 


-I 

B 


•s  H  "  a  '  3  g  a  »<: 


rip 


*->  2  d  ?^ 


bog  <B 


*^  > 


o  o  ii 


«  C  t«  w  _ 

a  a  bcMMd  a  a 
aasBltilS 

o  o  o  o  .'i^g  g-^ 


siXi.axiJ' 


bxi. 


o 

a 

u 

o 
O 


a-s 


'5a 


§' 


■w  .2  -o  ri 
a 


Ss  t-'S  !r: 


O  (1> 

1^ 


iiaisS 


OCMCMCM   £  g  W-^    •   ^ 
CM«CMCM   a^5   d2^ 

cjooo>-,iii;.o3Sj»o 
OQOQtCCQCOt-'HI>^OrZ; 


is  • 

i  g.x  CO 
>  C-" 

P3  o  " 

o  a^  (D  Qj  o 


S.S 
_§5 


1  o'- 
O 


O.G--  o 

B2; 


CO  jj 

o  3 


03 


a 

■*->  ■^- 
cog 

tn  0^ 

9  "-3 

I  2 


S 
35-2 

«a| 

a  idt3 

■S-2  5  . 

200 
a  O-a; 

O  to  to 


03 


o. 


■*^S  r^  n  o3  c3 

!  fe|  §  a  fe  s 


5  £ 


o    -a 


03 


TABLES 


559 


O)  iM  O 
00  -^  O 

(M  — t  rH 


CO  CO  CI  -^  l~H  .-H 


CI  oi  to 

Ol  "-i  •-< 


t>-  lO  »c 
<0  r-t  to 
CO  ft 


?5 


cr.  VI 

ea  q 

(1)1-'  o 
S  «  o 

o  0*3 
O  m  S 

bo+j  — • 

■Sal 

H  "^  G 
03  -2   U 

a>  03  o) 

o  a'"" 

ajoQ 

Q 


IS" 
|pqS 

■3  a 
a§ 

Q 


ClrH^         t~0 


f-l  rHt-H  O  «3 


^        a>        rH 

—I     N 


Tt*      a»      CO 


S 


s 


M 

a 
S 

.2  ;p 

■a  feo 
CO  o 


» 


-<z 


aaa 


C3 

„^a 

O  pw 

^Q  >  o 

lis  a 

.    .    .    .0)    ■  2  a> 


o 
a 


[DM&O      O 


o 


o 


a     2; 


CD    CO 


o  o.H  S 
°^  ,„    5 

■2  2.2  0 
cl  d  "  a 

3   S  03  M 


SpS 


J3 


c  a  1.2 
3  ^  S  ^     a  g 

.    '"' CO  -^  0)  S  C3 

a"32.s£tt 

3  5  a)  .2i  5  ^^ 

t«'a™3tn".a 

OJ  O         CO  O)^  +^ 

"a£«o|co 

."•^a-S.2^-'  fe--3 
no     o  -tj     c 


0  0  0^^5 


M    OS    2SSH 


i3       .s     _; 


lOo 

0)  o 

do 


o  2 

—   0) 


§  a  (c 

■^  c3J3 

«-^  o 

o  a>i2 

*j  ^3 

3  «g 

3  3O 


2  '^ 


a  .g 


03  dj 

•a  g 
dO. 

03-3 

"^■^ 


CO 


O) 

<» 

,0 

." 

m 

in 

t^ 

>. 

(fl 

(fl 

a 

a 

"3 

n 

03 


-.2 


CI 


C3 
O 

aS 
a-e 


o  •-  d 


t§ 

a° 
00 

g  m" 
03  o 

d 
-3  ca 
Qiii 
3 

■3  01 

d 

00 

^' 

&§ 

3°. 
to  t^ 
C3  -^ 
©«3 


"        g 

S  a  - 

2  CO 

.Si" -el's 
a>  d  03 
n  o3g 

S'S* 

°      d 

O   CO  O 

rt'  00 

^  o 
.-3      °. 

d  t»§ 
*  CO  cT 

ffi  c3o 

bjj  0)  cs 

3  »-.  _- 


oTa' 


o— ' 

O   03 


-3  o 


'.-3 

S§ 

*J  o 

d" 
3  fl 

O  C3 
S'^ 

o  3 
+j  ^ 

a° 

.30 

o 

d,    -. 

^1 

03  <= 
>iO 

rt  o 

a=o 

a>  c3 
r3^ 

m 
•^  <D 

m^ 

w  C3  "3 

d  So 
-.2S8 
•^£oS 

p3^o  d 


°--3 


a» 


2  3  03 
^  3  > 

>o  d.S 
^  as 

3  C3  o* 
dCD  © 

■"2  C3 
w  .,^^ 
CO   O  o 


03 

I-.  ki  d 

3;  C3  03 
ill 

£2     CO 


"3 
> 

m 

03 
> 

^ 

3 
a 

r-) 

n^ 

0 

<u 

•^< 

0 

a 

03 
f-; 

1 

0 
0 

0 

f! 

G 

iK 

Q 

0 

-» 

& 

ua 

■^■f 

fN 

CO 

r-* 

la 


CO   -t-. 

0.S0 

o  Qt^ 
o'"  !2 


n 

°.  d  ir-  d 

§1=0-5 

'O  «  dpQ 
io  3.0!^ 
-^^  O 
■-1  O""  o 
'3  t-   CO  O 

■d^-22o 

co-q  M  o 

61        _  O 

.a-  g-o 
a     o  -- 


560   1965  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


;% 

t> 

s 

60 

«3 

<o 

J~ 

b. 

<» 

-c 

^^ 

u 

-« 

"«* 

00 

•*o 

S 

o 

-« 

<u 

-s; 

•a 

e 

* 

e 

Oi 

X3 

eo 

<fl 

u 

*<!^ 

Eh 

s 

o 

n 

m 

«2 

. 

55, 

<o 

Si 

m 

^>A 

J, 

<o 

n 

<a 

o 

S 

fl 

Oi 

<o 

S 

a 

►O 

m 

>. 

fe 

^ 

►ss 

m 

1 

is 

•2  90 

o 

a 

e  «j 

S  s 

.u 

2  s 

a 

b^ 

o 

o 

w 

J3 

e 

o 

•o 

a 

C'^ 

s 

o 

Si 

q 

"e 

4-9 

O) 

§ 

to 

•«* 

u 

eo 

S3 

<» 

•i*» 
«> 

(K 

^j 

<» 

eo 

•^ 

<» 

g 

<3 

(. 

e 

3 

to 

1 

<N 

■CO 

» 

a 

pq 

< 

H 

CD      CO  CO  ro  ic  CO '^  CO  CO  fo  o 

o 

COlO  00 

CO 

CO         1 

O        (M  t^  (N  CO        .-H  CO  QC  t^  r^ 

o 

CO-M  O 

<M 

O) 

CO 

GO         »0iCt^05        lOuOGOCOOS 

OS 

■-hO  ~) 

■^ 

CO 

Oi        CO"C4"CO^''        CO^"c^*        W3 

00 

r-T 

i-T 

CD 

05 

i-H      CO      t^r-      (M  CO  M 

00 

Oi 

CO 

lO 

•o 

o       GO"C^i-«J'     ■r-co^'^o 

c-> 

M<  o^to 

o 

(N 

o       .-Hcr.  Tj^io     tTj<ro-^>oc^ 

r^ 

^  CT>  t- 

(N 

Oi 

CD 

GO        O  CO  Oi  CO      1  iC  00  ^  tM  t^ 

c^ 

.-I01(M 

I^ 

Oi 

05      oiioaToT    1  r^  lo  1— <      co 

ci 

(m' 

Ol 

•-H         CT>         00  t--      1  (N  ^  CO 

I-H 

1 

00 

oo 

O        tM^iO-<s.C^O00  OCOOi 

o 

—  O  — 

^_, 

o 

O        CDO-^C^         CO*0-^<MCD 

o 

O  O  Oi 

(M 

00       OO-xHi-H       cc»ct^ooo 

■^ 

»— 1  CD  C^ 

1-H 

s 

oi"     odcdcood     oicdc^f     o 
^^       (Mi-<«5ci            coc^       -^ 

uo 

^ 

CC? 

^H 

o 

CO 

g 

CO 

O        COt^Ol^      icOCOOiCOlO 

00 

oi^m 

c 

o> 

o      .-ir^oiio    icotoccocc 

s 

i^  irao 

CO 

f-H 

w 

00         t^(NC^iO      1         CO  CO  CO  CO 

-.1         CO 

>o 

C-1 

to 

o* 

Oi         Tfl^iOMi        COC^I         t^ 

CO 

T^ 

I— t 

1-t        O-'fCOO      t        (N  ^H         .-t 

■^ 

•r 

1-H                         1 

r** 

•f 

o      osocofo     <    lococor^ 

-f 

-^  U3f0 

1-H 

■o 

O       GOiMOO     1     loor^oo-^ 

C: 

t^<N  (M 

<M 

f-H 

^H 

00         CO-^-rfCO       1       it^COr^CD 

CO 

•1        CO 

kO 

IM 

CO 

o> 

O         »O(NC0iO      1      1 -«f  *-<        CD 

oi 

o 

f— 1 

?5 

CO      1— loo^■l^^     iot^o^H(N 

lO 

CO<M  « 

t^ 

5! 

r^        1— icococo      1  ip-(  I— cc  ^  CO 

o 

Ol  f-H  CO 

CO 

o 

oo 

-H         CO 

»o 

GO 

CO 

CT) 

f-HOiCft^"    1                   irT 

oJ 

OS 

I— « 

i-H^          t^       1                                  C^ 

CO 
1— 1 

CO 

1— » 

OCOOCD      1      iQnGCCO<-t 

o> 

-^       ICO 

o 

OS 

OS  CD  r^  -^    1    1      CO  -^  oi 

9 

f-l    ( t^ 

05 

OS 

^^       CD -^  OS '^      1      1               CS  »0 

M      "CO 

lO 

o 

to 

o* 

w     odootTcn    1    1               ^ 

o* 

1—1 

1-4 

*H            lO        1        1                              CS 

.— t 

**      1     1 

i-H 

- 

1      r^Tfi^Tt<    1    iQooo»-'0 

lO 

O     1  o 

•ra 

1-H 

1      or  CJ  Qo  CO    »    1      r^  r*  t>- 

CO 

S    15! 

•o 

IM 

SS 

■        Oi  CO  OS  t^      1      t              CO  O 

lO 

CO 

(M 

»o 

o> 

1        OiOOOOt^      1     t                   UD 

o 

1—1 

1— 1 

1                         -*      1     1                   cs 

o 

t-4 

o 

?-H 

1        00O»»OQ0      1      1      1  cs  c^  o 

-^ 

lO      100 

•^ 

00 

t         CO  O  CO  CO       I      t      1  -^  00  CM 

CO 

CO      ICO 

o 

CO 

r* 

t        CDtNi-Ht-.      1      t      t         ^N 

^ 

(M      I-* 

t- 

pH 

ir> 

a> 

•       OOOO     III             rj^ 

CO 

r^ 

fH 

1         .-(^r-lTii       III                CO 

o 

; 

o 

1      1— 1  u^  00  oo    1    1    1    1  Tt*  m 

»— 1 

«0      ICO 

s 

00 

1         t^  CJJCO  O      1      1      1      ICM  CO 

o 

S  |3 

00 

«o 

1        -^CDOC^      1      »      1      i(Nt^ 

1— 1 

t- 

00 

U3 

o> 

1      odofwfcc"    1    1    1    1      (N 

CO 

CO 

I— t 

1                           ^      1      1      1      1        CO 

r- 

t^ 

1        «-(  lO  t^  (M      1     1      1      no  b- 

s 

CO      iC^ 

>o 

CO 

1      cs<M  ^co    1    1    1    icoa» 

CO      i»o 

00 

tl 

»o 

1        O  t^CO  -^      1     1      t     t        CO 

CO     •  »o 

oo 

ir» 

o> 

i  °^  ^-^  i  j  i  1  a 

CO 

'      1*3  !  1  1  !  1  1  t  1 

'^         1  n    I    1    ■    !    1    1    ■    1 

13      !§!;!!!!!! 

%     is  iii  i  i  :i  i 

a  5B   !  §   i-a   !   I   !   I   !   I 

Unmatured  Debt 

[Columbia  Armory  Board  stadlu 
using  Administration  debenture 

1  mortgage  insurance  fund 

services  housing  mortgage  insur 

g  insurance  fund 

il  defense  housing  Insurance  fun 
203  home  Improvement  account 

220  housing  insurance  fund 

221  housing  Insurance  fund 

men's  mortgage  insurance  fund. 

housing  insurance  fund 

using  insurance  fund 

e^               *      1       1 

>> 

O 

g    §  i  : 

«    2g§ 

bo 

-4^ 

% 

-a 

1 

£ 

Mature 

deral  Farm  Mortgage  Corp 
deral  Housing  Administrat 
)me  Owners'  Loan  Corpora 

4-9 

d) 

13 
13 

1 

s 

;rict  of  ( 

eral  Ho 

Mutual 

Armed 

Hoasin 

Nation; 

Section 

Section 

Section 

Service 

Title  I 

War  ho 

3 
o 

&H 

•3 

o 

E-i 

"3 

1 

w  'tJ 

s 


o 


o 


03 

3 

d 

00 


>>   CO  -H 
—   'l"  I-H 


.a 


O  w 


i«o 


1  aj.a 


TABLES 


561 


Table  33. — Interest-bearing  securities  outstanding  issued  by  Federal  agencies  but 
not  guaranteed  by  the  U.S.  Government,  fiscal  years  1955-65 

[In  millions  of  dollars] 


Banks 

for 
coopera- 
tives 

Federal 
home 
loan 

banks i 

Federal 
inter- 
mediate 
credit 
banks 

Federal 

land 
banks  2 

Federal  National 
Mortgage  Association 

Tennes- 
see 
Valley 
Authority 

Fiscal  year  or  month 

Manage- 
ment and 
liquida- 
tion 
program 

Second- 
ary 
market 
program 

Total 

195.5 -. 

110 
133 

179 
199 
284 
330 
3S'2 
430 
4ri9 
498 
686 
498 
538 
538 
576 
638 
686 
686 
670 
723 
696 
678 
686 

341 

929 

738 

456 

992 

1.259 

1,055 

1.797 

2,  770 
4,  201 
4,  757 
4.048 
4,194 
4,  182 
4,  144 
4,  369 
4.  369 
4.120 

3,  905 

4,  090 
4.184 
4,  484 
4,757 

793 

834 

924 

1,159 

1,  4,56 

1,  600 

1,  723 
1,855 

2,  133 
2,  315 
2,  462 
2,  396 
2,  433 
2,  424 
2,  352 
2,174 
2,112 
2,  102 
2,143 
2,  206 
2,  278 
2,  367 
2,  462 

1,  061 
1,322 
1,  552 

1,  646 
1,888 
2,137 

2,  357 
2,  550 

2,  725 
2, 973 

3,  532 
2,973 
.3,  102 
3.102 
3,  169 
3,  169 
3,169 
3,  169 
3,298 
3,  298 
3,415 
3,415 
3,  532 

570 
570 
570 
797 
797 
797 

2,876 

1956.. 

100 
1,  050 

1,  165 
1,290 

2,  284 
2,198 
2,  556 
1,960 
1,  698 
1,  797 
1,698 
1,  696 
1,  571 
1,707 
1,701 
1,601 
1,723 
1,739 
1,739 
1,795 
1,898 
1,797 

3,889 
5,013 
5,423 

1957 

1958 

1959 

6,708 
8,407 
7,765 

1960 

1961 

50 
145 
145 
180 
225 
180 
180 
180 
ISO 
190 
190 
190 
190 
190 
190 
225 
225 

19G2 

9  332 

1963 

10  192 

1964 

11,865 

1965 

13, 460 
11,792 

1964— July 

August 

12, 142 

September 

October 

November 

11,996 

12, 128 
12, 241 

December 

12, 127 

1965 — January 

11,990 

February 

March... 

11,945 
12, 246 

April 

12,  557 

May 

13, 067 

June 

13, 460 

'  The  proprietary  interest  of  the  United  States  in  these  banks  ended  in  July  1951. 

2  The  proprietary  interest  of  the  United  States  in  these  l);ink.';  ended  in  June  1947.  Excludes  securities 
which  are  issued  for  use  as  collateral  for  commercial  bank  borrowing  and  not  as  a  part  of  public  offerings. 
Includes  small  amounts  owned  by  Federal  land  banks. 

Note. — The  securities  shown  in  the  table  are  public  offerings. 
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Table  34. — Maturity  distribution  and  average  length  of  marketable  interest-hearing 

-public  debt,  i  June  SO,  1946-65 
[Dollar  amounts  in  millions.    On  basis  of  daily  Treasury  statements] 


Fiscal  year 


1946... 
1947... 
1948... 
1949... 
1950... 
1951... 
1952... 
1953... 
1954... 
1955... 
1956... 
1957... 
1958... 
1959... 
1960... 
1961... 
1962... 
1963... 
1964... 
1965... 


1946.. 
1947.. 
1948.. 
1949.. 
1950.. 
1951.. 
1952.. 
1953.. 
1954. 
1955. 
1956.. 
1957.. 
1958. 
1959.. 
1960. 
1961. 
1962. 
1963. 
1964. 
1965. 


Witliin 
1  year 


1  to  5 
years 


5  to  10 

years 


10  to  15 

years 


15  to  20 
years 


20  years 
and  over 


Total 


By  caU  classes  (due  or  first  becoming  callable) 


$62, 091 
52, 442 
49, 870 
52, 302 
42, 448 
60, 860 
70,  944 
76, 017 
63, 291 
51, 152 
64, 910 
76,  697 
73, 050 
81,  678 
79, 182 
84, 855 
89, 905 
91, 202 
92, 272 
99,  792 


$35, 057 
42,  522 
46, 124 
39, 175 
51, 802 
31, 022 
29, 434 
30, 162 
38, 407 
46, 399 
36,  942 
41,497 
39,401 
58, 256 
81,  295 
70,  760 
67,  759 
68, 980 
66, 954 
51,377 


$32, 847 
18, 932 
10, 464 
15, 007 
15, 926 
16,012 
13, 321 
13,  018 
27, 113 
42,  755 
40, 363 
26,  673 
45,  705 
28, 075 
14, 173 
18,  391 
18,  655 
20, 522 
22,  580 
33, 053 


$16, 012 

13, 326 

12, 407 

13,  715 

19, 281 

21,  226 

20,  114 

26,  546 

19, 937 

11,371 

8,387 

6,488 

657 

1,276 

1,123 

1, 123 

1,641 

4,304 

5,048 

4,192 


$21, 227 
27, 076 
41,481 
34, 888 
25, 853 
8,797 
6,594 


2,258 
2,256 
2,484 
3,125 
4,956 
4,525 
4,524 
3,040 


$22, 372 
14, 405 


1,592 

1,606 

3, 530 

4,351 

4,349 

5,604 

6,485 

5,588 

8,893 

13, 157 

13, 975 

15,111 

17, 241 


$189, 606 
168, 702 
160, 346 

155. 147 
155,310 
137,  917 
140, 407 
147,335 
150, 354 
155,  206 
154, 953 
155,  705 
166, 675 
178, 027 
183, 845 

187. 148 
196, 072 
203, 508 
206, 489 
208,  695 


Average  length 


Years 


Months 


4 
5 
1 
7 
2 

10 
1 

11 
3 
7 
2 
7 
2 
8 
5 
9 
4 
7 
6 
9 


By  maturity  classes  2 


$61, 974 

$24,  763 

51,211 

21,851 

48,  742 

21, 630 

48, 130 

32,  562 

42, 338 

51, 292 

43, 908 

46,  526 

46, 367 

47,814 

65,  270 

36, 161 

62, 734 

29, 866 

49,  703 

39, 107 

58,  714 

34, 401 

71,952 

40, 669 

67,  782 

42,  557 

72, 958 

58,304 

70, 467 

72, 844 

81, 120 

58, 400 

88,442 

57,  041 

85, 294 

58, 026 

81,424 

65, 453 

87, 637 

56, 198 

$41, 807 
35, 562 
32,  264 
16,  746 
7,792 
8,707 
13, 933 
15, 651 
27, 515 
34, 253 
28, 908 
12, 328 
21, 476 
17, 052 
20, 246 
26, 435 
26, 049 
37, 385 
34, 929 
39, 169 


$8,  707 

$8, 754 

$43,  599 

$189, 606 

9 

13, 009 

5,588 

41,481 

168,  702 

9 

14,111 

2,118 

41,481 

160, 346 

9 

14,111 

8,710 

34, 888 

155, 147 

8 

10, 289 

17,  746 

25, 853 

155, 310 

8 

8,754 

21, 226 

8,797 

137, 917 

6 

5,586 

20, 114 

6,594 

140, 407 

5 

2,117 

26, 546 

1,592 

147, 335 

5 

8,696 

19, 937 

1,606 

150, 354 

6 

17,242 

11,371 

3,530 

155, 206 

5 

20, 192 

8,387 

4,351 

154, 953 

5 

19, 919 

6,488 

4,349 

155,  705 

4 

26,  999 

654 

7, 208 

166, 675 

5 

20, 971 

654 

8,088 

178,027 

4 

11,  746 

884 

7,658 

183, 845 

4 

8,706 

1,527 

10,  960 

187, 148 

4 

5,957 

3,362 

15,221 

196, 072 

4 

2,244 

6,115 

14, 444 

203,  508 

5 

2, 244 

6,110 

16, 328 

206, 489 

5 

2,609 

5,841 

17,241 

208, 695 

5 

1 

5 
2 
9 
2 
7 
8 
4 
6 

10 
4 
9 
3 
7 
4 
6 

11 
1 


'  Includes  public  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations  and 
other  business-type  activities  in  e.xchange  for  which  securities  of  the  corporations  and  activities  were  issued 
to  the  Treasury. 

2  All  issues  are  classified  to  final  maturity  except  partially  tax-exempt  bonds  which  have  been  classified 
to  earliest  call  date.    The  last  of  these  bonds  were  called  on  Aug.  14, 1962,  for  redemption  on  Dec.  15, 1962. 

Table  35. — Summary  of  public  debt  and  guaranteed  debt  by  classification,  June  30, 

1965 


Classification 


Public  Debt 

interest-bearing  debt 

Public  issues : 
Marlietable: 

Treasury  bills: 

Regular  weekly 

Other 

Treasury  notes 

Treasury  bonds 

Subtotal 

Footnotes  at  end  of  table. 


Com- 
puted 
rate  of 
interest  ' 


Percent 

3  4.  053 

3  4. 106 

3.842 

3.642 


3.800 


Amount  out- 
standing on 
basis  of  Public 
Debt  Accounts 


$41,655,928,000 
12, 008, 939,  000 
52,  548,  595, 000 

102,477,519,450 


208,  690, 981, 450 


Net  adjust- 
ment to 
basis  of 

daily 

Treasury 

statement  2 


-$94,  000 
3,  954,  500 


3, 860, 500 


Amount  out- 
standing on 
basis  of  daily 
Treasury 
statement 


$41, 655, 928, 000 
12, 008, 939, 000 
52,  548,  501, 000 

102,481,473,950 


208, 694, 841, 950 
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Table  35. — Summary  of  public  debt  and  guaranteed  debt  by  classification,  June  SO, 

1965 — Continued 


Classification 

Com- 
puted 
rate  of 
interest  i 

Amount  out- 
standing on 
basis  of  Public 
Debt  Accounts 

Net  adjust- 
ment to 
basis  of 
daily 
Treasury 
statement  2 

Amount  out- 
standing on 
basis  of  daily 
Treasury 
statement 

Public  issues— Continued 
Nonmarketable: 

Certificates   of  indebtedness,    foreign 
series - 

Percent 
3.201 
3.963 

4.195 
3.874 
3.445 
4.000 
3.537 
3.750 
2.000 
2.000 
2.721 

$778, 000, 000 
150,000,000 

203,  929,  534 

1, 136,  728, 521 

95,286,087 

9, 094, 068 

50,  019, 043, 262 

10,851,529 

58,  738, 000 

25, 975, 000 

3, 255, 958, 000 

$778, 000, 000 

Treasury  notes,  foreign  series ..  -- 

150,000,000 

Treasury  bonds: 

Foreign  series         -    --    

203, 929,  534 

Foreign  currency  series..  _  ..  _    - 

1,136,728,521 

Treasury  certificates                  

95,  286, 087 

Treasury  bonds           - 

9, 094, 068 

U.S.  savings  bonds  . 

$23,  586, 398 
-9, 870 
750, 000 

50, 042,  629,  660 

U  S.  retirement  plan  bonds     . 

10,841,659 

Depositary  bonds        -  

59, 488, 000 

Treasury  bonds,  REA  series          

25. 975, 000 

Treasury  bonds,  investment  series 

94, 000 

3, 256, 052, 000 

Subtotal                             

3.493 

55,  743, 604, 001 

24, 420,  528 

55,  768, 024, 528 

Total  Dublic  issues                          

3.735 

264, 434, 585, 451 

28, 281, 028 

264, 462, 866, 478 

Special  issues: 

Civil  service  retirement  fund              

3.408 
3.668 
2.000 
3.327 
2.251 
2.000 

3.224 
2.000 
3.972 
3.532 
3.750 
3.205 
4.036 
3.625 
3.  625 
4.125 

14,536,763,000 
231,805,515 
312,398,000 
1,562,764,000 
100, 500, 000 
135, 203, 000 

15,261,174,000 

287, 422, 000 

40, 444, 000 

933, 454, 000 

265,394,000 

5,908,757,000 

3,123,019,000 

5, 799, 114. 000 

149, 134, 000 

2, 605, 000 

14,  536, 763, 000 

Exchange  Stabilization  Fund       

231,805,515 

Federal  Deposit  Insurance  Corp 

312, 398, 000 

Federal  disability  insurance  trust  fund    _ 

1,562.764,000 

Federal  home  loan  banks  ..          .          

100,  500,  000 

Federal  Housing  Administration  funds 

135,  203, 000 

Federal  old-age  and  survivors  insurance 

15,261,174,000 

Federal  Savings  and  Loan  Insurance  Corp 

287, 422, 000 

Foreign  service  retirement  fund..  

40, 444, 000 

Government  life  insurance  fund        

933, 454, 000 

Highway  trust  fund                        

265, 394, 000 

National  service  life  insurance  fund 

5, 908,  757, 000 

Railroad  retirement  account            - 

3,123,019,000 

Unemployment  trust  fund          

5,799,114,000 

Veterans'  special  term  insurance  fund 

149, 134, 000 

Veterans'  reopened  insurance  fund 

2, 605, 000 

Subtotal                                     

3.372 

48, 649, 950, 515 

48, 649, 950, 515 

Total  interest-bearing  debt         

3.678 

313,084,535,966 

28,281,028 

313,112,816,994 

Matured  debt  on  whicli  interest  has  ceased 

262,480,615 

3, 167, 000, 000 

138, 000, 000 

150,  000, 000 

74, 613, 886 

2,361,904 

336,478,885 

29, 779,  246 

292, 259, 861 

DEBT  BEARING  NO  INTEREST 

International  Monetary  Fund     

3,167,000,000 

International  Development  Association 

138,  000,  000 

Inter-American  Development  Bank    .. 

150,000,000 

U.N.  Special  Fund                   

74, 613, 886 

U  N  /FAO  World  Food  Program          

2,361,904 

Other                                                

367,454 

336, 846, 339 

317,215,471,256 

58. 427,  727 

317, 273, 898, 984 

GUARANTEED  DEBT  OF  U.S.  GOVERNMENT 
AGENCIES 

Interest-bearing  debt: 

Federal  Housing  Administration 

3.642 
4.200 

569, 100,  500 

19, 800, 000 

1, 425,  550 

«  569, 100,  500 

D.C.  Armorv  Board  bonds                 .  

19, 800, 000 

Matured  debt  on  which  interest  has  ceased 

1, 425, 550 

Total  guaranteed  debt 

590,326,050 

590,326,050 

SUMMARY 

Total  gross  public  debt  and  guaranteed 
debt 

317,805,797,306 

58, 427,  727 

317,864,225,034 

Deduct  debt  not  subject  to  statutory  limitation 

283, 364, 986 

283, 364, 986 

Total  debt  subject  to  limitation .  . 

317,522,432,320 

58, 427, 727 

317, 580, 860, 048 

'  On  daily  Treasury  statement  basis. 
-  Items  in  transit  on  June  30, 1965. 

3  Included  in  debt  outstanding  at  face  amount,  but  the  annual  interest  rate  is  computed  on  the  discount 
value. 
<  Components  shown  in  table  37. 
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Table  37. — Description  of  guaranteed  debt  held  outside  the  Treasury,  June  30,  1965 
[On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 


Securities 

Rate  of 
interest 

Amount 

Unmatured  Debt 

District  of  Columbia  Armory  Board  Stadium  bonds  of  1970-79  issued  imder 
the  act  of  September  7,  1957,  as  amended  (2  D.O.  Code  1722-1727)  i  2.... 

Percent 
4.20 

2H 
2% 
2H 
2Vs 
3 

3^ 

4 

iVs 

21^ 
2H 
SVs 
Ws 

4 

4^ 

2H 
2H 

2ys 

3 

314 

314 

4 

2V2 
2% 

2H 

2Vi 

3 

3J4 

Wz 

VA 

3^8 

31^ 

3Ji 

3H 
3}4 
iVi 
"iM 

3?( 
4 

2y 

2V 

3 

3y 

$19, 800, 000. 00 

Federal  Housing  Administration  debentures  issued  under  the  act  of  June 
27,  1934,  as  amended  (12  U.S.C.  1701-1750g):  »  4 
Mutual  mortgage  insurance  fund: 

Series  AA        

638,  onn.  00 

Series  AA                                    _  _  _  _  _  

919,  son.  00 

Series  A  A            -      -  -  .  -  .  

647, 900. 00 

Rerips  A  A     .  .  

2,118.250.00 

Rpries  \A                                    .  _  .  _  _  _  -  

1, 835, 450. 00 

Sprips  A  A            .      .  -  - 

6, 455, 300. 00 

Series  AA        .  

1, 708, 150. 00 

Scrips  A  A 

6,  511, 300. 00 

Series  AA                      ___.._  

28, 067, 500. 00 

Series  AA     . 

58, 924,  550. 00 

SeriPsAA 

49, 692, 400. 00 

Series  AA                      __.__.  

61,242,650.00 

Series  AA         .  -     

114,  761, 150. 00 

Armed  services  housing  mortgage  insurance  fund: 

Series  FF            .      .      -          

269, 650. 00 

Series  FF            

1, 459, 700. 00 

Series  FF - 

33, 050. 00 

Series  FF - 

33, 700. 00 

Series  FF                   

121,  550. 00 

Series  FF         -- 

1,350.00 

SeriPS  FF 

16, 100. 00 

Scrips  FF                   

557, 600. 00 

Series  FF         .  .    -.     - 

83, 050. 00 

Ilousitie  insurance  fund: 

Series  BB                         --- - 

7, 573, 050. 00 

Series  BB            .      -  .  -  

3, 027, 700. 00 

294, 050. 00 

Series  BB                         -          -  -  --- 

55, 150. 00 

2, 332, 750. 00 

Series  BB     .  ..-  .--  

221,700.00 

Series  BB 

1,148,250.00 

Series  BB            -      -      -  -  

11,  486,  950. 00 

13, 999, 050. 00 

Series  BB  

8, 830, 600. 00 

7,220,600.00 

Series  BB            -  ---  

20,  533, 050. 00 

Series  GO                                       

29, 779, 150. 00 

2, 003, 900. 00 

Series  GG                                                           -  ---  

34,431,350.00 

5, 240,  750. 00 

Scries  GO                  -  

196, 650. 00 

303,750.00 

Series  GG                                        

9, 050. 00 

Section  203  home  improvement  account: 

Series  HH                                                            -- 

5, 800. 00 

Series  CC                   .     

4,  740, 000.  00 

9,251,200.00 

Series  CC                                .  

2, 345,  450. 00 

7,177,200.00 

Secii  m  221  housing  insurance  fund: 

Series  DD                          

34, 050. 00 

Series  DD 

1, 650. 00 

1,139,600.00 

Series  DD 

9, 315, 900. 00 

13, 131, 800. 00 

Series  DD                                   -  -  --- 

5,898,900.00 

391, 050. 00 

Series  DD                                             

1, 652, 800. 00 

Scries  EE                                              

;                126,  700.  00 

J                641, 050. 00 

Series  EE ..- 

653, 900.  00 

;             2, 794,  700.  00 

"Series  EE 

669, 350. 00 

Footnotes  at  end  of  table. 
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Table  37. — Description  of  guaranteed  debt  held  outside  the  Treasury,  June  30, 1965 — 

Continued 


Securities 


Rate  of 
interest 


Amount 


Unmatured  Debt— Continued 

Federal  Housing  Administration  debentures  issued  under  the  act  of  June  27, 
1934,  as  amended  (12  U.S.C.  1701-1750g):  '  <— Continued 
Servicemen's  mortgage  insurance  fund— Continued 

Series  EE 

Series  EE 

Series  EE 

Series  EE 

Series  EE 

Series  EE 

Title  I  housing  insurance  fund: 

Series  L 

Series  R 

Series  T 

War  housing  insurance  fund; 

Series  H. .- --- 


Subtotal. 


Total  unmatured  debt. 


Matured  Debt  s 


Commodity  Credit  Corporation,  interest 

District  of  Columbia  Armory  Board,  interest.. 
Federal  Farm  Mortgage  Corporation: 

Principal 

Interest 

Federal  Housing  Adininistration: 

Principal 

Interest 

Home  Owners'  Loan  Corporation: 

Principal 

Interest 

Reconstruction  Finance  Corporation,  interest. 


Total  matured  debt  (principal  and  interest) . 
Total 


Percent 

33/8 

3J4 
3?4 

4 

43/8 

2}/2 

3 

2>: 


$2, 154,  500. 00 
4, 818, 100.  00 
1, 583,  250. 00 
2, 042, 850. 00 
2, 001, 500. 00 
5, 400, 400.  00 

14, 350. 00 
129, 100. 00 
229, 200.  00 

5, 969, 900.  00 


'  569, 100,  500. 00 


588, 900,  500. 00 


11.25 
3,  570. 00 

132, 900. 00 
34, 506. 89 

1, 024,  650. 00 
23, 008.  27 

268, 000. 00 

64,  030. 49 

19.25 


1, 550,  696. 15 


590, 461, 196. 15 


'  Issued  on  June  1,  1960,  at  a  price  to  yield  4.1879  percent,  but  sale  was  not  consummated  until  Aug.  2, 
1960.  Interest  is  payable  semiannually  on  June  1  and  December  1.  The.se  bonds  are  redeemable  on  and 
after  June  1,  1970,  and  mature  on  Dec.  1,  1979. 

2  The  securities  and  the  income  derived  therefrom,  and  gain  from  the  sale  or  other  disposition  thereof 
or  transfer  as  by  inheritance  or  gift,  are  subject  to  taxation  by  the  United  States,  but  are  exempt  both  as 
to  principal  and  interest  from  all  taxation,  except  estate  and  inheritance  taxes,  imposed  by  the  District  of 
Columbia. 

3  Issued  and  payable  on  various  dates.  Interest  is  payable  semiannually  on  January  1  and  July  1.  All 
unmatured  debentures  are  redeemalile  on  any  interest  day  or  days,  on  3  months'  notice. 

*  Under  the  Public  Debt  Act  of  1941  (31  U.S.C.  742a),  income  or  gain  derived  from  these  securities  is  sul> 
ject  to  all  Federal  taxes  now  or  hereafter  imposed.  The  securities  are  subject  to  surtaxes,  estate,  inheritance, 
gift,  or  other  excise  taxes,  whether  Federal  or  State,  but  are  exempt  from  all  taxation  now  or  hereafter  im- 
posed on  the  principal  or  interest  thereof  by  any  State,  municipality,  or  local  taxing  authority.  Debentures 
i.ssued  on  contracts  entered  into  before  Mar.  1,  1941,  are  exempt  from  all  taxation  except  surtaxes,  estate, 
inheritance,  and  gift  taxes. 

'  Includes  debentures  called  for  redemption  on  July  1,  1965,  at  par  plus  accrued  interest,  as  follows:  Series 
AA,  $138,209,550;  Series  BB,  $12,248,250;  Series  CC,  $3,833,200;  Series  DD,  $17,894,600;  Series  EE,  $2,956,050; 
and  Series  FF,  $534,400. 

8  Funds  are  on  deposit  with  the  Treasurer  of  the  United  States  for  payment  of  principal  of  $1,425,550  and 
interest  of  $125,146.15. 

Note.— For  securities  held  by  the  Treasury,  see  table  110. 
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Table  38. — Postal  savings  systems'  deposits  and  Federal  Reserve  notes  outstanding, 

June  SO,  1946-65 

[Face  amount  In  thousands  of  dollars.    On  basis  of  reports  received  by  the  Treasury] 


Deposits 

in  postal  savings  systems  1 

Federal 

June  30 

U.S.  Postal 

Savings 
System  2 

Canal  Zone 

Postal  Savings 

System  a 

Total 

Reserve 
notes  < 

1946                 -- -- 

3,119,656 

3, 392,  773 

3,  379, 130 

3,  277,  402 

3, 097, 316 

2,  788, 199 

2,  617, 564 

2,  457, 548 

2,  251,  419 

2,007,996 

1,  765, 470 

1, 462, 268 

1,  212, 672 

1,041,792 

835, 800 

699, 528 

581, 177 

483, 504 

414, 533 

6  342, 274 

9,612 
9,602 
9,129 
8.943 
8,643 
7,044 
7,  005 
6.848 
6, 606 
6,290 
6,313 
6,139 
5,713 
5,492 
5,067 
4,695 
4, 275 
4,023 
3,781 
6  3, 145 

3. 129,  268 

3,  402, 375 

3,  388,  259 

3,  286, 346 

3, 105, 959 

2, 795, 244 

2,624,569 

2, 464, 396 

2, 257, 926 

2, 014,  286 

1,771.783 

1, 468,  408 

1,218,385 

1, 047,  284 

840, 867 

704,  223 

585, 452 

487,  527 

418.314 

345,  419 

23, 434, 613 

1947                                         

23, 444, 193 

1948                     

23. 136, 167 

1949                 

22,  783, 823 

1950 

22, 398, 284 

1951                          

22. 975, 292 

1952                   

24, 135, 367 

1953 

25, 040,  465 

1954 

24, 726, 731 

1955                 .      .     

25, 030, 031 

1956 

25, 523, 779 

1957 - 

25, 836, 574 

1958                        

25, 862,  932 

1959      

26, 479, 923 

I960    -- - - 

26,569,479 

1961                                

26, 735, 869 

1962                 

27, 852, 820 

1963    

29,379,114 

1964 - 

31, 400,  405 

1965 

'  33, 828, 265 

I  The  faith  of  the  United  States  is  solemnly  pledged  to  the  payment  of  deposits  (plus  accrued  interest  at 
the  rate  of  2  percent)  made  in  postal  savings  depositary  offices.  Interest  is  payable  quarterly  from  the  first 
day  of  the  month  next  following  date  of  deposit,  and  on  deposits  made  after  Mar.  1. 1941,  under  the  Public 
Debt  Act  of  1941  (31  U.S.C.  742(a)),  is  subject  to  all  Federal  taxes. 

s  Established  by  the  act  of  June  25,  1910,  as  amended  (39  U.S.C.  5201-5224). 

3  Established  by  the  act  of  June  13, 1940,  as  amended  (2  Canal  Zone  Code  1131-1143). 
^Authority  for  the  issuance  of  Federal  Reserve  notes  was  given  under  the  act  of  Dec.  23, 1913,  as  amended 
(12  U.S.C.  411-416).  The  notes  are  obligations  of  the  ITnited  States  and  are  receivable  by  all  national  and 
member  banks  and  Federal  Reserve  banks  and  for  all  taxes,  customs,  and  other  public  dues.  They  are 
redeemable  in  lawful  money  on  demand  at  the  Treasury  Department,  Washington,  D.C.,  or  at  any  Federal 
Reserve  bank. 

«  Funds  due  depositors  on  June  30,  1965,  including  interest  of  $46,236,547  totaling  $388,510,983,  are  offset 
by  cash  in  designated  depositary  banks  amounting  to  $17,043,624,  which  is  secured  by  the  pledge  of  collateral 
as  provided  in  the  regulations  of  the  Postal  Savings  System,  having  a  face  value  of  $18,917,000;  Government 
securities  with  a  face  value  of  $355,579,000;  and  cash  in  possession  of  the  System  and  other  net  assets  of 
$15,288,359. 

«  Funds  due  depositors  on  June  30,  1965,  including  interest  of  $210,727  totaling  $3,355,772,  are  offset  by 
Government  securities  having  a  face  value  of  $3,000,000  and  other  assets. 

'  In  actual  circulation,  exclusive  of  $1,616,842,174  redemption  fund  deposited  in  the  Treasury  and 
$1,898,364,625  of  their  own  Federal  Reserve  notes  held  by  the  issuing  banks.  Also  excludes  $17,995,238 
held  by  the  Treasurer  of  the  United  States  for  the  redemption  of  all  series  of  Federal  Reserve  notes  before 
Series  of  1928.  See  table  62,  footnote  9.  The  collateral  security  for  Federal  Reserve  notes  issued  consists 
of  $6,295,000,000  in  gold  certificates  and  in  credits  with  the  Treasurer  of  the  United  States  payable  in  gold 
certificates,  $32,095,000,000  face  ainoimt  of  U.S.  Govermnent  securities,  and  $28,373,994  face  amount  of  com- 
mercial paper.    Notes  issued  by  a  Federal  Reserve  bank  are  a  first  lien  against  the  assets  of  such  bank. 
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Table  39. — Statutory  limitation  on  the  public  debt  and  guaranteed  debt,  June  30,  1965 

[In  millions  of  dollars] 
Part  I— STATUS  UNDER  LIMITATION,  JUNE  30,  1965 


Maximum  amount  of  securities  which  may  be  outstanding  at  any  one  time  under  limitations  im- 
posed by  section  21  of  Second  Liberty  Bond  Act,  as  amended  ' 

Amount  of  securities  outstanding  subject  to  such  statutory  debt  limitation: 

U.S.  Government  securities  issued  under  the  Second  Liberty  Bond  Act,  as  amended 

Guaranteed  debt  held  outside  the  Treasury 

Total _., 

Balance  issuable  under  limitation 


324, 000 


316, 991 
590 


317, 581 


6,419 


Part  II.— APPLICATION  OF  LIMITATION  TO  PUBLIC  DEBT  AND  GUARANTEED  DEBT 

OUTSTANDING  JUNE  30,  1965 


Class  of  securities 


Public  debt: 
Interest-bearing  securities: 
Marketable: 

Treasury  bills 

Treasury  notes 

Treasury  bonds 


Total  marketable. 


Nonmarketable: 

Certihcates  of  indebtedness,  foreign  series 

Treasury  notes,  foreign  series 

Treasury  bonds,  foreign  series 

Treasury  bonds,  foreign  currency  series 

Treasury  certificates 

Treasury  bonds..  

U.S.  savings  bonds  (current  redemption  value). 

U.S.  retirement  plan  bonds 

Depositary  bonds 

Treasury  bonds,  REA  series 

Treasury  bonds,  investment  series 


Total  nonmarketable. 


Special  issues  to  Government  agencies  and  trust  funds. 

Total  interest-bearing  securities 

Matured  debt  on  which  interest  has  ceased 


Debt  bearing  no  interest: 
U.S.  savings  stamps 

Excess  profits  tax  refund  bonds 

Special  notes  of  the  United  States: 

International  Monetary  Fund  Series 

International  Development  Association  Series 

Inter-American  Development  Bank  Series 

Special  bonds  of  the  United  States: 

U.N.  Special  Fund  Series 

U.N./FAO  World  Food  Program  Series - 

U.S.  notes  (less  gold  reserve) 

Deposits  for  retirement  of  national  bank  and  Federal  Re- 
serve bank  notes 

Other  debt  bearing  no  interest 


Total  debt  bearing  no  interest  _ 
Total  public  debt  2 


Guaranteed  debt  held  outside  the  Treasury: 

Interest-bearing 

Matured 


Total  guaranteed  debt.. 

Total  public  debt  and  guaranteed  debt. 


Subject  to 
statutory 
debt  limi- 
tation 


53, 665 

52, 549 

102,481 


208, 695 


778 

150 

204 

1,137 

95 

9 

50,043 

11 

59 

26 

3,256 


55,768 


48, 650 


313, 113 


290 


55 
1 

3,167 
138 
150 

75 
2 


3,588 


316, 991 


589 
1 


590 


317,581 


Not  subject 
to  statutory 
debt  limi- 
tation 


167 

91 
23 


281 


283 


283 


Total 
outstanding 


53,  665 

52, 549 

102,481 


208, 695 


778 

1.50 

204 

1,137 

95 

9 

50,  043 

11 

59 

26 

3,256 


55,768 


48, 650 


313, 113 


292 


55 
1 

3,167 
138 
150 

75 

2 

167 

91 
23 


3,869 


317, 274 


589 
1 


590 


317, 864 


•  The  following  table  details  amendments  to  the  act. 

2  Includes  public  debt  incurred  to  finance  expenditures  of  wholly  owned  Government  corporations  and 
other  business-type  activities  in  exchange  for  which  securities  of  the  corporations  and  activities  were  issued 
to  the  Treasury.    See  table  110. 
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Table  40. — Debt  limitation  under  the  Second  Liberty  Bond  Act,  as  amended,  1917-65 


Date  and  act 


Sept.  2i,  1917 

40  Stat.  288 

40  Stat.  290 

Apr.  4,  1918 

40  Stat.  502 

40  Stat.  504 

July  9,1918 
40  Stat.  844 

Mar.  S,  1919 
40  Stat.  1311... 
40  Stat.  1309... 

Nov.  iS,  1921 
42  Stat.  321 

June  17,  1929 
46  Stat.  19 

Mar.  S,  1931 
46  Stat.  1506... 

Jan.  SO.  1934. 

48  Stat.  343.... 

Feb.  4, 1935 

49  Stat.  20 

49  Stat.  21 

May  26,  1938 

52  Stat.  447 

Julu  20.  1939 

53  Stat.  1071... 

June  25,  1940 

54  Stat.  .526 

Feb.  19,  1941 

55  Stat.  7 

Mar.  28,  1942 

56  Stat.  189.... 

Apr.  11, 1943 

57  Stat.  63 

June  9, 1944 

58  Stat.  272 

Apr.  S,  1945 

59  Stat.  47 

June  26, 1946 

60  Stat.  316 


History  of  legislation 


Sec.  1  authorized  issuance  of  bonds  in  the  amount  of 

Sec.  5  authorized  certificates  of  indebtedness  outstanding 

Amended  sec.  1,  increasing  bond  issuance  authority  to 

Amended  sec.  5,  increasing  authority  for  certificates  outstanding  to 

Amended  sec.  1,  increasing  bond  issuance  authority  to 

Amended  sec.  5,  increasing  authority  for  certificates  outstanding  to 

Added  sec.  18,  authorizing  issuance  of  notes  in  the  amount  of 

Amended  sec.  18,  providing  limit  on  notes  outstanding 

Amended  sec.  5,  authorizing  bills  in  addition  to  certificates  of  indebted- 
ness outstanding 

Amended  sec.  1,  increasing  bond  issuance  authority  to 

Amended  sec.  18,  increa-sing  authority  for  notes  outstanding  to 

Amended  sec.  1,  providing  limit  on  bonds  outstanding 

Added  sec.  21,  consolidating  authority  for  certificates  and  bills  (sec.  5) 
and  authority  for  notes  (sec.  18)  outstanding 

Amended  sec.  21,  consolidating  authority  for  bonds,  notes,  certificates 
of  indebtedness,  and  bills  outstanding  (bonds  limited  to  $30  billion). 

Amended  sec.  21,  removing  limitation  on  bonds  without  changing 
authorized  total  of  bonds,  notes,  certificates  of  indebtedness,  and 
bills  outstanding 

Amended  sec.  21,  adding  new  authority  for  issuance  of  $4  billion  Na- 
tional Defense  Series  obligations  outstanding 

Amended  sec.  21,  eliminating  authority  for  $4  billion  of  National 
Defense  Series  obligations  and  increasing  limitation  to 

Amended  sec.  21,  increasing  limitation  to 

Amended  sec.  21,  increasing  limitation  to 

Amended  sec.  21,  increasing  limitation  to 

Amended  sec.  21,  including  obligations  guaranteed  as  to  principal 
and  interest  by  the  United  States  and  increasing  limitation  to 

Amended  sec.  21,  defining  face  amount  of  savings  bonds  to  be  current 
redemption  value  and  decreasing  limitation  to 


Amount  of 
limitation 


$7,  538, 945,  460 
4, 000, 000, 000 


12, 000, 000, 000 
8, 000,  000, 000 


20, 000, 000, 000 


10,000,000,000 
7, 000, 000, 000 


7, 500, 000, 000 

10, 000, 000, 000 
28, 000, 000,  000 

10, 000, 000, 000 

25,  000, 000. 000 
20, 000, 000, 000 

45, 000, 000, 000 

45, 000, 000, 000 

49, 000, 000, 000 

65, 000,  000, 000 
125, 000, 000, 000 

210, 000, 000, 000 

260, 000, 000, 000 

300,  000, 000, 000 
275, 000, 000, 000 
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Table    40. — Debt   limitation   under   the    Second   Liberty    Bond   Act,    as   amended, 

1917-65— Continued 


Date  and  act 


Aug.  18,  1954 

68  Stat.  895 

June  SO,  1955 

69  Stat.  241 

July  9,  1956 

70  Stat.  519 

Feb.  S6,  1958 
72  Stat.  27 

Sept.  t,  1958 

72  Stat.  1758... 

June  SO,  1959 

73  Stat.  166 

June  SO,  1960 

74  Stat.  290 

June  SO,  1961 

75  Stat.  148 

Mar.  13,  1962 

76  Stat.  23 


July  1,  1962 
76  Stat.  124..-. 


May  29,  1963 
77  Stat.  50 

Aug.  27.  1963 
77  Stat.  131 

Nov.  26,  1963 

77  Stat.  342 

June  29,  196i 

78  Stat.  225 

June  2i,  1965 

79  Stat.  172 


History  of  legislation 


Increased  sec.  21  limitation  by  $6  billion  during  period  beginning 
Aug.  28,  1954,  and  ending  June  30,  1955... 

Amended  act  of  Aug.  28,  1954,  extendine  increase  in  limitation  until 
June  30,  1956 , 

Increased  sec.  21  limitation  by  $3  billion  during  period  beginning 

July  1,  1956,  and  ending  June  30.  1957 

Temporary  increase  terminated  July  1, 1957,  and  limitation  reverted  to 

Increased  sec.  21  limitation  by  $5  billion  during  period  beginning 
Feb.  26,  1958,  and  ending  June  30,  1959 

Amended  sec.  21,  increasing  limitation  to  $283  billion,  which,  with 
temporary  increase  of  Feb.  26,  1958,  made  limitation 

Amended  sec.  21,  increasing  limitation  to  $285  billion,  and  increased 
sec.  21  limitation  by  $10  billion  during  period  beginning  July  1, 1959, 
and  ending  June  30, 1960 

Increased  sec.  21  limitation  by  $8  billion  during  period  beginning  July 
1,  1960,  and  ending  June  30,  1961 

Increased  sec.  21  limitation  by  $13  billion  during  period  beginning 
July  1,  1961,  and  ending  June  30,  1962 

Increased  sec.  21  limitation  by  $2  billion  (in  addition  to  temporary 
increase  of  $13  billion  in  act  of  June  30, 1961)  during  period  begirming 
Mar.  13,  1962,  and  ending  June  30,  1962 

Increased  sec.  21  limitation  during  the  periods: 

(1)  beginning  July  1,  1962  ,and  ending  Mar.  31,  1963,  to 

(2)  beginning  Apr.  1,  1963,  and  ending  June  24,  1963,  to 

(3)  beginning  June  25,  1963,  and  ending  June  30,  1963,  to 

Increased  sec.  21  limitation  during  the  periods: 

(1)  beginning  May  29,  1963,  and  ending  June  30,  1963,  to 

(2)  beginning  July  1,  1963,  and  ending  Aug.  31,  1963.  to 

Increased  sec.  21  limitation  during  the  period  beginning  Sept.  1,  1963, 
and  ending  Nov.  30,  1963,  to 

Increased  sec.  21  limitation  during  the  periods: 

(1)  beginning  Dec.  1,  1963,  and  ending  June  29,  1964,  to 

(2)  ending  June  30,  1964,  to 

Increased  sec.  21  limitation  during  the  period  beginning  June  29, 1964, 
and  ending  June  30,  1965,  to 

Increased  sec.  21  limitation  during  the  period  begiiming  July  1,  1965, 
and  ending  June  30,  1966,  to 


Amount  of 
limitation 


$281,000,000,000 
281,000,000,000 


278. 000, 000, 000 
275, 000, 000, 000 


280. 000, 000, 000 
288, 000, 000, 000 

295, 000, 000, 000 
293, 000, 000, 000 
298, 000, 000, 000 

300, 000, 000, 000 


308,  000,  000, 000 
305,  000, 000,  000 
300, 000, 000, 000 


307.  000,  000, 000 
309, 000, 000,  000 


309,  000, 000, 000 


315, 000. 000, 000 
309, 000, 000, 000 


324, 000, 000, 000 
328, 000, 000, 000 
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Table  42.— Public  debt  increases  and  decreases,  and  balances  in  the  account  of 
the   Treasurer  of  the   United  States,  fiscal  years  1916-65 

[In  millions  of  dollars.    On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"J 


Fiscal  year 


1916. 

1917. 

1918. 

1919. 

1920. 

1921. 

1922. 

1923. 

1924., 

1925.. 

1926.. 

1927.. 

1928.. 

1929.. 

1930.. 

1931.. 

1932_. 

1933.. 

1934.. 

1935-. 

1936.. 

1937.. 

1938.. 

1939.. 

1940.. 

1941.. 

1942.. 

1943.. 

1944.. 

1945.. 

1946.. 

1947.. 

1948.. 

1949.. 

1950.. 

1951.. 

1952.. 

1953.. 

1954.. 

1955.. 

1956.. 

1957.. 

1958... 

1959... 

1960... 

1961... 

1962... 

1963... 

1964... 

1965... 


Total. 


Public  debt 

outstanding 

at  end  of 

year 


1, 225. 1 

2,  975.  6 

12,  455. 2 

25, 484.  5 

24. 299. 3 
23, 977.  5 

22. 903. 4 
22, 349.  7 
21, 250. 8 
20,  516. 2 

19. 643. 2 
18,511.9 

17. 604. 3 
16,931.1 
16, 185. 3 
16,  801.  3 
19,  487. 0 
22,  538.  7 
27, 053. 1 
28,  700. 9 
33, 778.  5 
36, 424. 6 
37. 164.  7 
40,  439.  5 
42, 967, 
48, 961 
72,  422 

136,  696 
201,003 
258,  682 

269. 422. 1 
258,  286. 4 
252, 292.  2 
252, 770. 4 
257,  357. 4 
255, 222.  0 

259. 105. 2 
266,071.1 
271, 259. 6 
274, 374. 2 
272,  750. 8 
270,  527.  2 
276,  343. 2 
284,  705.  9 
286, 330. 8 
288. 970.  9 

298. 200. 8 
305, 859.  6 
311,712.9 

317. 273. 9 


Increase,  or 
decrease  (— ), 
during  year 


33.8 

1, 750.  5 

9, 479. 6 

13, 029.  3 

-1,185.2 
-321.  9 

-1,014.1 
-613.7 

-1,098.9 
-734. 0 
-873. 0 

-1,131.3 
-907. 6 
-673.2 
-745. 8 
616.0 
2,  685. 7 
3,051.7 
4,514.5 

1,  647.  8 
5, 077.  7 
2, 646. 1 

740.1 
3, 274.  8 

2,  528. 0 
5, 993. 9 

23,  461. 0 

64, 273. 6 

64, 307.  3 

57, 678.  8 

10,  739. 9 

-11, 135.  7 

-5, 994. 1 

478.1 

4,  587. 0 

-2,135.4 

3, 883.  2 

6, 965.  9 

5, 188.  5 

3,114.6 

-1,623.4 

-2, 223. 6 

5, 816. 0 

8, 362. 7 

1,  624.  9 

2,  640. 2 
9, 229. 9 
7, 658.  8 
5, 853. 3 
5, 561.  0 


Analysis  of  increase  or  decrease 


Excess  of 
expenditures 

(+),  or 
receipts  (— ) 


316,  082.  5 


-48.5 
+853. 4 
+9, 033. 3 
+13,370.6 
-212.  5 
-86.7 
-313.8 
-309.  7 
-hOb.  4 
-250.  5 
-377. 8 
-635. 8 
-398. 8 
-184.8 
-183. 8 
+902. 7 
+3, 153. 1 
+3, 068. 3 
+3, 154.  6 
+2,961.9 
+4, 640.  7 
+2,  878. 1 
+1, 143. 1 
+2,  710.  7 
+3, 604.  7 
+5,315.7 
+23, 197.  8 
+57,  761.  7 
+53,  645.  3 
+53, 149.  6 
+21, 199.  8 
-206.  0 
-6, 606.  4 
+1,947.5 
+2,  592.  0 
-3, 973. 6 
+4,271.8 
+9, 265. 0 
+3, 092.  7 
+3,  665.  6 
-1,190.8 
-1,267.3 
+1,656.9 
+12,761.4 
-1,029.5 
+4,  950. 8 
+5, 494.  6 
+6,031.0 
+6, 933.  7 
+4,  059. 6 


+314,  ( 


.1 


Increase  (+), 
or  decrease 
(-),  in  the 
balance  in 
Treasurer's 
account 


+82.3 
+897. 1 
+447. 5 
-333. 3 
-894. 0 
+192. 0 
-277.  6 
+98.8 
-135.  5 
-17.6 
-7.8 
+24.1 
+31.5 
+61.2 
-8.1 
+153.3 
-54.7 
+445.  0 
+  1,719.7 
-740.  6 
+840.  2 
-128.0 
-337. 6 
+622.  3 
-947.  5 
+742. 4 
+358.  0 
+6,  515.  4 
+10,  662.  0 
+4,  529.  2 
-10,459.8 
-10,  929.  7 
+1,  623.  9 
-1,461.6 
+2, 046.  7 
+1, 839.  5 
-387. 8 
-2,  298. 6 
+2, 096.  2 
-550. 8 
+330.  5 
-956. 2 
+4,159.2 
-4, 398.  7 
+2,  654. 3 
-1,310.6 
+3,  736. 3 
+1,685.8 
—  1,080.4 
+1,  574. 5 


Decreases 

due  to 
statutory 
debt  retire- 
ments ' 


+12, 452. 1 


(•) 
(*) 
(•) 


1.1 

8.0 

78.7 

427.1 

422.7 

402.9 

458.0 

466.6 

487.4 

519.6 

540.3 

549.6 

653.9 

440.1 

412.6 

461.6 

359.9 

673.6 

403.2 

104.0 

65.5 

58.2 

129. 2 

64.3 

94.7 

3.5 


1.011.6 

7.8 

61.7 

1.2 

.9 

.6 

.4 

.2 

763.1 

.1 


'.1 


1, 000.  0 

1.0 

58.0 


73.1 


11, 055.  7 


Balance  in 
Treasurer's 
account  at 
end  of  year 


240.4 

1, 137.  5 

1,  585.  0 

1,251.7 

357.  7 

549.7 

272.1 

370.9 

235.4 

217.8 

210.0 

234.1 

265.5 

326.7 

318.6 

471.9 

417.2 

862.2 

2,  581.  9 

1,841.3 

2,681.5 

2,  553.  5 

2, 215. 9 

2, 838. 2 

1, 890.  7 

2, 633. 2 

2, 991. 1 

9,  506. 6 

20, 168.  6 

24, 697.  7 

14,  237. 9 

3. 308. 1 
4, 932. 0 
3, 470.  4 

5,  517.  1 
7, 356. 6 
6, 9f)8. 8 

4. 670. 2 
6, 766.  5 
6, 215.  7 

6,  546. 2 
6,  590. 0 
9,  749. 1 
5, 350.  4 
8, 004.  7 
6, 694,.  1 

10,  430.  4 
12,116.2 
11,035.7 
12,  610. 3 


•T>ess  than  $50,000. 

'  Effective  with  the  fiscal  year  194S,  statutory  debt  retirements  have  been  excluded  from  administra- 
tive budget  expenditures;  they  are  shown  here  for  purposes  of  comparison. 

2  Adjustment  for  overstatement  of  price  paid  for  securities  purchased  in  fiscal  1956  at  a  discount  but 
previously  stated  at  par  value. 
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Table    44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  196 4- June  1965 

[On  basis  of  daily  Treasury  statements,  supplemented  by  special  statements  by  the  Bureau  of  the  Public 

Debt  on  public  debt  transactions] 


Date 


i9ei 

July     1 


15 


16 


16 


16 


16 


22 


22 


Securities 


Treasury    bonds,    foreign    currency    series, 
maturing: 

July  1,  1964. - 

Oct.  1,  1965 

Feb.  1,  1966 

Mar.  1,  1966. 

Apr.  1,  1966 

Treasury  bills: 
Regular  weekly: 

Dated  Jan.  2,  1964 

Redeemed  in  exchange  for  series  issued 

July  2,  1964,  due  Oct.  1,  1964 

Redeemed  in  exchange  for  series  dated 

July  2,  1964,  due  Dec.  31,  1964 

Redeemable  for  cash 

Maturing  Oct.  1,  1964... 

Issued  in  exchange  for  series  dated  Jan. 

2,  1964 -■ 

Issued  for  cash 

Maturing  Dec.  31,  1964 

Issued  in  exchange  for  series  dated  Jan. 

2,  1964 

Issued  for  cash 

Other: 

Maturing  June  30,  1965 

Issued  for  cash 

Regular  weekly: 

Dated  Jan.  9,  1964 

Redeemed  in  exchange  for  series  issued 

July  9,  1964,  due  Oct.  8,  1964 

Redeemed  in  exchange  for  series  dated 

July  9,  1964,  due  Jan.  7,  1965 

Redeemable  for  cash 

Maturing  Oct.  8,  1964 

Issued  in  exchange  for  series  dated  Jan. 

9,  1964 

Issued  for  cash 

Maturing  Jan.  7,  1965 

Issued  in  exchange  for  series  dated  Jan. 

9,  1964 

Issued  for  cash 

Other: 

Issued  July  15,  1963 

Redeemable  for  cash. 

Regular  weekly: 

Dated  Jan.  16.  1964 

Redeemed  in  exchange  for  series  issued 

July  16, 1964,  due  Oct.  15,  1964 

Redeemed  in  exchange  for  series  dated 

July  16,  1964,  due  Jan.  14,  1965 

Redeemable  for  cash 

Maturing  Oct.  15,  1964 

Issued  in  exchange  for  series  dated  Jan. 

16,  1964 

Issued  for  cash 

Maturing  Jan.  14,  1965 

Issued  in  exchange  for  series  dated  Jan. 

16,  1964 

Issued  for  cash 

Certificates  of  Indebtedness,  foreign  series, 
maturing: 

Sept.  29,  1964 

Dec.  29,  1964 

Treasury  notes.  Series  B-1964 

Redeemed  in  exchange  for: 

4^%  Treasury  bonds  of  1987-92 

41^%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  notes.  Series  C-1964. 

Redeemed  in  exchange  for: 

4^%  Treasury  bonds  of  1987-92 

41^%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 


Rate  of 
interest  ' 


Percent 
2.82 
3.81 
3.83 
3.84 
3.85 


<  3.  573 


3.479 


3.528 


3.691 
<  3.  614 


3.492 


3.544 


3.582 
<  3.  562 


3.448 


3.549 


3.50 
3.60 
5.00 


Amount  issued  2 


$22,461,502.84 
50, 314, 465. 41 
50, 314, 465. 41 
50, 314, 465. 41 


163, 969,  000.  00 
1, 036, 198, 000.  00 


92, 408,  000.  00 
807, 994, 000. 00 


1,  001, 222, 000.  00 


172, 146,  000.  00 
1, 029, 092, 000.  00 


51, 455,  000.  00 
848,  591,  000.  00 


16,450,000.00 
1, 185, 099,  000.  00 


4, 398, 000. 00 
898, 097, 000. 00 


W% 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 


$22, 397, 300. 00 


163, 969, 000. 00 

92, 408, 000.  00 
1, 844, 649, 000. 00 


172, 146, 000.  00 

51,455,000.00 
1, 877, 394, 000.  00 


1, 997, 942, 000.  00 


16, 450, 000.  00 

4, 398, 000. 00 
1, 980, 102, 000.  00 


40, 000, 000.  00 
100, 000, 000. 00 


196, 916, 000.  00 
362, 299, 000.  00 
287,  581, 000.  00 


118,176,000.00 
232, 444,  000.  00 
249,728,000.00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Securities 


Treasury  notes,  Series  E-1964 

Redeemed  in  exchange  for: 

4J4%  Treasury  bonds  of  1987-92 

i]4%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  notes,  Series  F-1964 

Redeemed  in  exctiange  for: 

i}4%  Treasury  bonds  of  1987-92 

4i/g%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  notes.  Series  C-1965 

Redeemed  in  excliange  for: 

434%  Treasury  bonds  of  1987-92. 

4^%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  notes.  Series  A-1966. 

Redeemed  in  excliange  for: 

i%%  Treasury  bonds  of  1987-92 

4}^%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  notes.  Series  B-1966 

Redeemed  in  excliange  for: 

i}4,%  Treasury  bonds  of  1987-92 

i.\4%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  bonds  of  1966 

Redeemed  in  exchange  for: 

414%  Treasury  bonds  of  1987-92 

Wi%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  notes,  Series  B-1967 

Redeemed  in  exchange  for: 

4^%  Treasury  bonds  of  1987-92 

45^%  Treasury  bonds  of  1973 

4%  Treasury  bonds  of  1969 

Treasury  bonds  of  1987-92 

Issued  in  exchange  for: 

5%  Treasury  notes,  Series  B-1964 

4J^%  Treasury  notes,  Series  C-1964 

334%  Treasury  notes.  Series  E-1964 

33,4%  Treasury,  notes,  Series  F-1964 

Zli%  Treasury  notes.  Series  C-1965 

4%  Treasury  notes,  Series  A-1966- 

3%%  Treasury  notes.  Series  B-1966 

334%  Treasury  bonds  of  1966 

3H%Treasury  notes.  Series  B-1967 

Treasury  bonds  of  1973-, 

Issued  in  exchange  for: 

5%  Treasury  notes,  Series  B-1964 -. 

4%%  Treasury  notes,  Series  C-1964 

334%  Treasury  notes.  Series  E-1964 

3?4%  Treasury  notes.  Series  F-1964 

37,^%  Treasury  notes.  Series  C-1965 

4%  Treasury  notes,  Series  A-1966 

ZH%  Treasury  notes,  Series  B-1966 

3?4%  Treasurj'  bonds  of  1966 

ZW7o  Treasury  notes.  Series  B-1967 

Treasury  bonds  of  1969._ 

Issued  in  exchange  for: 

5%  Treasury  notes.  Series  B-1964 

45i%  Treasury  notes,  Series  C-1964 

3M%  Treasury  notes.  Series  E-1964 

334%  Treasury  notes.  Series  F-1964 

y.%%  Treasury  notes.  Series  C-1965 

4%  Treasury  notes,  Series  A-1966 

35s%  Treasury  notes,  Series  B-1966 

334%  Treasury  bonds  of  1966 

3?8%  Treasm-y  notes.  Series  B-1967 

Treasury  bills: 
Regular  weekly: 

Dated  Jan.  23,  1964_ 

Redeemed  in  exchange  for  series  issued 

July  23,  1964,  due  Oct.  22,  1964 

Redeemed  in  exchange  for  series  dated 

July  23,  1964,  due  Jan.  21,  1965 

Redeemable  for  cash 


Rate  of 
interest ' 


Percent 

3M 


3Ji 


3Ji 


4.00 


m 


3M 


3^ 


4H 


m 


4.00 


<3.  537 


Amount  issued  '■ 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


$196, 916, 
118, 176, 
195, 991, 
145,016. 
188, 007, 
150, 984, 
146, 678, 
17, 656, 
34,914, 


000. 00 
000.  00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
500.  00 
000.  00 


362, 299, 
232,  444, 
342,  699, 
212, 929, 
769,  509, 
334, 464, 
1, 302, 727, 
300, 765, 
501,  559, 


000. 00 
000.  00 
000. 00 
000.  00 
000.00 
000. 00 
000.00 
000. 00 
000. 00 


287, 581, 
249,  728, 
637, 270, 
161,955, 
400, 013, 
178, 933, 
942, 287, 
294, 967, 
578, 205, 


000.  00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


$195, 991, 000. 00 
342, 699, 000.  00 
637, 270, 000. 00 


145, 016, 000. 00 
212,929,000.00 
161, 955, 000. 00 


188, 007, 000. 00 
769,  509, 000. 00 
400,  013, 000. 00 


150, 984, 000. 00 
334, 464, 000.  00 
178, 933, 000. 00 


146, 678,  000.  00 

1, 302, 727, 000.  00 

942, 287, 000. 00 


17, 656,  500.  00 
300, 765,  000. 00 
294, 967, 000.  00 


34, 914, 000.  00 
501,  559, 000.  00 
578, 205,  000.  00 


271,990,000.00 

111,904,000.00 
1, 616, 799, 000. 00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public 
securities,  excluding  special  issiies,  July  1964-June  1965 — Continued 


debt 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

196i 
July   23 

Treasury  bills— Continued 
Regular  weekly— Continued 
Maturing  Oct.  22,  1964              — 

Percent 
3.502 

Issued  in  exchange  for  series  dated  Jan. 
23,  1964 

$271, 990, 000.  00 
928, 745, 000. 00 

Issued  for  cash                   _            .. 

23 

Maturing  Jan.  21,  1965 

3.619 

Issued  in  exchange  for  series  dated  Jan. 
23,  1964                                           

111,904,000.00 
787, 923, 000. 00 

Issued  for  cash       .  .  .  .  _  

24 

Treasury  bonds,  foreign  currency  series,  ma- 
turing: 
July  24,  1964         .               ..- 

3.18 
3.77 

3.505 

$49, 942, 500. 00 

May  2,  1966 

50, 322, 061. 19 

29 

Treasury  bills: 
Regular  weekly: 

Maturing  Oct.  15,  1964-Dec.  17,  1964  s 

Issued  for  cash                                       

1, 000, 860, 000. 00 

30 

Dated  Jan  30,  1964                                   _  - 

«  3.  512 

Redeemed  in  exchange  for  series  issued 
July  30,  1964,  due  Oct.  29,  1964 

207, 249, 000. 00 

Redeemed  in  exchange  for  series  dated 
July  30,  1964,  due  Jan.  28, 1965 

111,559,000.00 

Redeemable  for  cash 

1,682,742,000.00 

30 

Maturing,  Oct  29,  1964   .                    

3.475 

Issued  in  exchange  for  series  dated  Jan. 
30,  1964.      

207, 249, 000. 00 
993,487,000.00 

Issued  for  cash                                     _  - 

■?n 

Maturing  Jan.  28, 1965  . 

3.591 

Issued  in  exchange  for  series  dated  Jan. 
30, 1964 

111,559,000.00 
790, 410, 000. 00 

Issued  for  cash 

30 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
July  30,  1964                               .          

3.00 
3.00 
3.00 

'  3. 223 

'  3. 252 

'3.277 

'  3.  298 

'3.316 

'3.327 

'  3. 346 

'3.366 

'  3. 344 

'  3. 347 

'  3. 378 

3.400 

'  3. 451 

'  3. 468 

'  3. 497 

'  3. 522 

'  3.  546 

3.560 

'  3.  653 

'  3. 690 

3.730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

50, 000, 000. 00 

Oct.  30,  1964  .                

50,000,000.00 
30, 000, 000. 00 

611,033.48 
4,729,189.89 
5,069,013.83 
10,732,215.36 
5, 658, 362. 39 
4, 286, 895. 70 
4,922,889.49 
5,326,715.97 
5, 637, 895. 59 
5, 470, 952. 47 
4,274,593.72 
2, 418, 542.  08 
3,  .519, 206.  71 

4. 180. 194. 24 
4, 922, 846. 19 
8, 043, 802. 67 
7,921,883.94 
2, 950, 967. 43 
3,333,794.89 
7,358,994.61 

3. 940. 272. 25 
3, 084, 378. 38 
7,737,270.58 
8, 013, 626.  76 
8,059,810.15 
9, 131, 578. 82 

406, 501, 186. 27 
8  -59,338,367.85 

31 

Nov.  2,  1964          

31 

U.S.  savings  bonds:  ^ 

Series  E-1941           

2, 334, 933. 05 

Series  E-1942 

9,935,843.42 

Series  E-1943 

16,891,763.98 

Series  E-1944              

23, 268, 499. 85 

Series  E-1945 

16, 089, 180. 83 

Series  E-1946.. 

8, 140, 029. 47 

Series  E-1947           .      

8, 629,  592. 82 

Series  E-1948       

9, 743, 920. 41 

Series  E-1949 

9, 902, 599. 53 

Series  E-1950 -  . 

10, 080, 083. 15 

Series  E-1951           

9,161,678.21 

Series  E-1952  (January  to  April) 

3, 234, 417.  86 

Series  E-1952  (May  to  December) 

Series  E-1953 

7,489,537.52 
15,526,420.67 

Series  E-1954       

20, 913, 102. 16 

Series  E-1955 

10, 973, 250. 11 

Series  E-1956 

10, 097, 801. 78 

Series  E-1957  (January)... ... 

801, 253. 87 

Series  E-1957  (February  to  December)... 
Series  E-1958 

9, 875, 462. 49 
12, 933, 398. 34 

Series  E-1959  (January  to  May).    . 

4, 878, 669. 69 

Series  E-1959  (June  to  December) 

Series  E-1960              

6, 805, 452. 78 
14,911,572.88 

Series  E-1961..    

16,913,811.66 

Series  E-1962 

22, 729, 831. 99 

Series  E-1963              

59, 670, 130.  02 

Series  E-1964  .    

86, 806,  500.  00 

Unclassified  sales  and  redemptions.      .  . 

8  -22,221,453.64 

Series  H-1952              

'  3. 392 

'  3. 409 

'  3.  438 

'  3.  467 

'  3.  496 

3.520 

'  3.  626 

'  3.  679 

3.  720 

3.750 

3.750 

3.750 

3.750 

38, 000. 00 

Series  H-1953 

135,  500.  00 

Series  H-1954 

3, 697, 000.  00 

Series  H-1955 

198,  000. 00 

Series  H-1956 

240,  500. 00 

Series  H-1957  (January)..  . 

3, 000. 00 

Series  H-1957  (February  to  December)... 
Series  H-1958 

96, 500.  00 

364, 500. 00 

Series  H-1959  (January  to  May) 

42,  500.  00 

Series  H-1959  (June  to  December) 

Series  H-1960.. 

103, 500.  00 

242, 000.  00 

Series  H-1961 

249, 500.  00 

Series  H-1962 

207,000.00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions    of  interest-bearing   public 
securities,  excluding  special  issues,  July  196 4- June  1965 — Continued 


debt 


Date 


1%A 
July  31 


31 

31 

31 
31 
31 
31 


31 
31 


Aiic. 


10 
12 


13 


13 


13 


Securities 


U.S.  savings  bonds  '—Continued 

Series  H-1963 

Series  H-1964 

Unclassified  sales  and  redemptions. 

Series  J-1952... 

Series  J-1953 

Series  ,7-1954 

Series  J-19o5 

Series  J-1056 

Series  J-1957 

Unclassified  redemptions 

Series  K-1952 

Series  K-1953 

Series  K-1954 

Series  K-1955 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions 

Treasury  notes,  Series  E-I9(j5 

Adjustments  of  issues  " 

Treasury  bonds  of  1974 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  RE  A  Series 

Treasury  bonds,  Investment  Series  B 

80 

Redeemed  in  exchange  for  Treasury  notes. 

Series  EA-1969 

Treasury  notes.  Series  EA-1969 

Miscellaneous 


-1975- 


Total  July. 


Rate  of 
interest  ' 


Percent 
3.750 
3.750 


2.76 
2.76 
2.76 
2.76 
2.76 
2.76 


2.76 
2.76 
2.76 
2.76 
2.76 
2.76 


4.00 


3.75 
2.00 
2.00 


Amount  issued  2 


$191,  500.  00 

52, 964, 000.  00 

8, 271, 000.  00 

78, 652. 80 

219, 974. 40 

397, 237. 89 

401, 720. 80 

355, 682. 60 

108, 254.  77 


-3, 000.  00 


12, 000.  00 
108, 837.  49 
129, 000.  00 
215, 000.  00 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


$210, 

72, 

30, 817, 

2, 485, 

20, 

56, 

59, 

4T, 

5, 

4, 027, 

8,425, 

41, 

150, 

146, 

111, 

12, 

20, 842, 


500. 00 
500. 00 
500.  00 
471. 20 
148. 00 
536. 26 
465. 35 
939. 90 
185.  00 
584. 22 
000.  00 
000. 00 
000.  00 
000.  00 
500. 00 
500. 00 
500. 00 


10, 087.  06 
556,  000.  00 
175, 000. 00 


m 


Certificates  of  indebtedness,  foreign  series, 

maturing  Nov.  4,  1964 

Treasury    bonds,    foreign    currency    series, 

maturing  Sept.  7,  1965 

Treasury  bills: 
Other: 

Maturing  July  31,  1965 

Issued  for  cash 

Regular  weekly: 

Dated  Feb.  6,  1964 

Redeemed  in  e.xchange  for  series  issued 

Aug.  6,  1964,  due  Nov.  5,  1964 

Redeemed  in  exchange  for  series  dated 

Aug.  6,  1964,  due  Feb.  4,  1965 

Redeemable  for  cash 

Maturing  Nov.  5,  1964 

Issued  in  exchange  for  series  dated  Feb. 

6,  1964 

Issued  for  cash 

Maturing  Feb.  4,  1965 

Issued  in  exchange  for  series  dated  Feb. 

6,  1964 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series. 

maturing  Nov.  10,  1964 

Treasury  certificates,  maturing  Dec.  15,  1964.. 
Treasury  bills: 
Regular  weekly: 

Dated  Feb.  13,  1964 

Redeemed  in  exchange  for  series  issued 

Aug.  13,  1964,  due  Nov.  12,  1964 

Redeemed  in  exchange  for  series  dated 

Aug.  13,  1964,  due  Feb.  11,  1965 

Redeemable  for  cash 

Maturing  Nov.  12,  1964 

Issued  in  exchange  for  series  dated  Feb. 

13,  1964 

Issued  for  cash 

Maturing  Feb.  11,  1965 

Issued  in  exchange  for  series  dated  Feb. 

13,  1964 

Issued  for  cash 


3.50 
3.67 

3.644 

4  3.  539 


3.489 


3.588 


3.50 
1.00 


4  3.  563 


3.510 


3.611 


8, 355,  000.  00 


22, 659, 950, 067. 02 


20, 000, 000.  00 
52, 054, 414.  21 


1,  000, 462,  000.  00 


189, 878,  000. 00 
1, 010,  563, 000. 00 


111,  941. 000.  00 
788, 675, 000. 00 

10, 000, 000.  00 
50, 990. 98 


66, 863,  000. 00 
1, 128, 930, 000. 00 


53, 182, 000.  00 
848, 664, 000.  00 


8, 355, 000.  00 
"3i,''673,l00."00 


22,  270, 603, 601. 89 


189, 878, 000.  00 

111,  941, 000. 00 
1, 798, 883, 000.  00 


66, 863, 000.  00 

53, 182,  000.  00 
1, 981, 389,  000.  00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
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Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 

1961 
Aug.  15 

Treasury  notes.  Series  B-1964 

Percent 
5.00 

Redeemed  in  exchange  for  Z%%  Treasury 
notes,  Series  C-1966 

$137, 430, 000. 00 
1,  061, 119, 000.  00 

Redeemable  for  casli . 

15 

Treasury  notes.  Series  E-1964 

3M 

Redeemed  in  exchange  for  3J^%  Treasury 
notes,  Series  C-1966 

1,816,540,000.00 
1,  092, 307, 000. 00 

Redeemable  for  cash 

15 

Treasury  notes.  Series  C-1966 

3J^ 

Issued  in  exchange  for: 
5%  Treasury  notes.  Series  B-1964 

$137, 430,  000.  00 
1,816,540,000.00 
2, 085, 948,  000.  00 

3?4%  Treasury  notes.  Series  E-1964 

Issued  for  cash . 

20 

Treasury  bills: 
Regular  weekly: 
Dated  Feb.  20,  1964 

4  3.  566 

Redeemed  in  excliange  for  series  issued 
Aug.  20,  1964,  due  Nov.  19,  1964.     . 

268, 685,  000. 00 
122,  293, 000.  00 

Redeemed  in  exchange  for  series  dated 
Aug.  20,  1964,  due  Feb.  18,  1965 

Redeemable  for  cash 

1, 712, 058, 000.  00 

20 

Maturing  Nov.  19,  1964 

3.512 

Issued  in  exchange  for  series  dated  Feb. 
20,  1964   .     

268, 685, 000.  00 
931, 492,  000.  00 

Issued  for  cash __  . 

20 

Maturing  Feb.  18,  1965 

3.634 

Issued   in   exchange   for   series   dated 
Feb.  20,  1964 

122, 293,  000.  00 
779,  0.53,  000. 00 

Issued  for  cash 

27 

Dated  Feb.  27,  1964 

4  3.  573 

Redeemed  in  exchange  for  series  issued 
Aug.  27,  1964,  due  Nov.  27,  1964 

234, 238, 000.  00 

Redeemed  in  exchange  for  series  dated 
Aug.  27,  1964,  due  Feb.  25,  1965  . 

112,106,000  00 

Redeemable  for  cash 

1,755,442,000.00 

27 

Maturing  Nov.  27,  1964 

3.513 

Issued  in  exchange  for  series  dated  Feb. 
27,  1964 

234,  238,  000.  00 
967, 300,  000.  00 

Issued  for  cash 

27 

Maturing  Feb.  25,  1965 

3.639 

Issued  in  exchange  for  series  dated  Feb. 
27,1964 

112, 106,  000.  00 
789, 900,  000. 00 

Issued  for  cash ..  ... 

31 

Other: 
Issued  Sept.  3. 1963 

Redeemed  in  exchange  for  series  dated 
Aug.  31,  1964,  due  Aug.  31,  1965 

3.575 

26, 450,  000.  00 

Redeemable  for  cash    

974, 693, 000.  00 

31 

Maturing  Aug.  31,  1965 

Issued  in  exchange  for  series  dated  Sept. 
3,  1963           

3.688 

26, 450,  000.  00 
973, 989,  000.  00 

387, 312. 70 
2, 822, 469.  75 
3,  899, 080.  03 
7, 607, 887.  02 
3, 804,  069. 35 
3, 227, 123. 78 

3,  409, 191. 60 
3, 863, 860. 75 
4, 213, 331. 75 
3, 955,  552. 24 
3, 322. 113. 08 

1,  803,  695.  39 

4,  406, 105.  05 
4, 969, 401.  45 
4,451,016.44 
6,  250, 949.  69 

6. 322. 459.  03 
-172.61 

5, 613,  479. 34 

5,  757, 201.  98 
3, 031, 925. 69 

2,  505, 365. 61 

6. 315. 460.  97 
6, 370, 205. 59 
6, 216, 285. 92 

Issued  for  cash 

31 

U.S.  savings  bonds: ' 

Series  E-1941 

7  3.223 

7  3. 252 

7  3.  277 

7  3. 298 

7  3.  316 

7  3.  327 

7  3. 346 

7  3. 366 

7  3.  344 

7  3.  347 

7  3, 378 

3.400 

7  3.  451 

7  3.468 

7  3. 497 

7  3.  522 

7  3.  546 

3.560 

3. 653 

7  3. 690 

3.730 

3. 750 

3.750 

3.750 

3.750 

1, 892, 964.  61 

Series  E-1942... 

8, 127, 710.  24 

Series  E-1943           .     . 

13, 386, 180.  23 

Series  E-1944 

21, 895, 760. 32 

Series  E-1945 

13,  028,  403.  47 

Series  E-1946 

6, 910,  763.  40 

Series  E-1947 

7, 267, 664.  43 

Series  E-1948 

8,  588, 781. 63 

Series  E-1949 

8, 818, 320. 87 

Series  E-1950  .        

8, 405,  521.  74 

Series  E-1951 

7,814,615.62 

Series  E-1952  (January  to  April) 

2,  780, 226.  06 

Series  E-1952  (May  to  December). 

Series  E-1953 

6, 198, 267. 76 
12,  703, 498. 38 

Series  E-1954                       .... 

18,  562,  757.  09 

Series  E-1955 .  .    

9, 075, 627. 04 

Series  E-1956 

8, 611, 846. 62 

Series  E-1957  (January) 

Series  E-1957  (February  to  December) . . . 
Series  E-1958 

746, 919. 84 

8,  048, 966. 80 

10, 305, 836. 89 

Series  E-1959  (January  to  May)     

4, 067, 061. 94 

Series  E-1959  (Jmie  to  December) 

Series  E-1960 

5, 816, 704. 31 
12, 073, 077.  50 

Series  E-1961 

14, 180, 377. 96 

Series  E-1962.. 

18,408,389.71 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1964- June  1965 — Continued 


Date 


Securities 


Rate  of 
interest  i 


Amount  issued  ^ 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


196i 
Aug.  31 


31 

31 

31 

31 

31 

31 

31 

31 

31 

31 

31 

31 

31 
31 
31 
31 


31 
31 


Sept.    2 


U.S.  savings  bonds  «— Continued 

Series  E-1963 

Series  E-1964 

Unclassified  sales  and  redemptions 

Series  H-1952 

Series  H-1953 

Series  H-1954 

Series  H-1955 — - 

Series  H-1956 - 

Series  H-1957  (January)... 

Series  H-1957  (February  to  December)... 

Series  H-1958 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December). ._ 

Series  H-1960 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-1964 

Unclassified  sales  and  redemptions.. 

Series  J-1952 

Series  J-1953 .- 

Series  J-1954 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1952 

Series  K-1953... 

Series  K:-1954.. 

Series  K-1955.. 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions 

Treasury  notes,  Series  B-1964 

Adjustments  of  redemptions  ' 

Treasury  notes,  Series  C-1964 

Adjustments  of  redemptions  » 

Treasury  notes.  Series  E-1964 

Adjustments  of  redemptions  * 

Treasury  notes,  Series  F-1964 

Adjustments  of  redemptions  «... 

Treasury  notes,  Series  C-1965 

Adjustments  of  redemptions  » 

Treasury  notes,  Series  A-1966 

Adjustments  of  redemptions  » -.. 

Treasury  notes.  Series  B-1966 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1966 

Adjustments  of  redemptions  «... 

Treasury  notes.  Series  B-1967-. 

Adjustments  of  redemptions  ^ 

Treasury  bonds  of  1969  (Oct.  1,  1957) 

Adjustments  of  issues  ' 

Treasury  bonds  of  1973... 

Adjustments  of  issues  ' 

Treasury  bonds  of  1987-92 

Adjustments  of  issues  » 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds,  Investment  Series  B-1975- 
80 


Percent 
3.750 
3.750 


^  3. 392 

'  3. 409 

7  3. 438 

'  3. 467 

^  3. 496 

3.520 

'  3. 626 

7  3. 679 

3.720 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 


2.76 
2.76 
2.76 
2.76 
2.76 
2.76 


2.76 
2.76 
2.76 
2.76 
2.76 
2.76 


5.00 


"4."00" 


3^ 
'3^' 


3^ 

'i'oo' 


Redeemed    in    exchange    for    Treasury 

notes.  Series  EA-1969 

Treasury  notes,  Series  EA-1969 

Miscellaneous 


Total  August - 


Treasury  bills: 
Tax  anticipation: 
Maturing  Mar.  22, 1965. 
Issued  for  cash 


3.75 

2.00 
2.00 

2H 


VA. 


$6, 454,  755.  71 

297, 823,  588. 16 

33, 163, 771.  50 


5, 000.  00 

51, 000.  00 

60, 800, 000. 00 

-9, 910,  000.  00 

60, 826. 80 

168,  469. 20 

350, 150. 30 

260, 198.  55 

310,  557. 45 

81, 140.  50 


$44,  590, 

78, 693, 

1, 582, 

526, 

1, 629, 

8, 446, 

3, 267, 

2,  671, 

174, 

1, 893, 

3, 171, 

1, 300, 

1, 282, 

2, 981, 

3, 193, 

2, 697, 

3, 142, 

312, 

e  -734, 

3, 737, 

306, 

1, 173, 

927, 

408, 

54, 

8  -1, 435, 

17, 037, 

1, 606, 

4, 696, 

5, 099, 

1, 589, 

230, 

-12,641, 


002. 75 
323. 71 
354. 93 
500.  00 
000. 00 
500.00 
000. 00 
500. 00 
500.  00 
500.  00 
500. 00 
000. 00 
000. 00 
500.00 
000. 00 
500.00 
500.  00 
500. 00 
000. 00 
633. 00 
893. 00 
854. 06 
816. 27 
520.  50 
467. 95 
605. 20 
000. 00 
500.  00 
000. 00 
000. 00 
500. 00 
000. 00 
000. 00 


-92, 000. 00 
'-280,"600."00 


1, 347,  000. 00 
"-477,'600r60 


-630. 000.  00 
'-655,"000.'60 


138, 000. 00 

"-sii'sooroo 
'i,'365'ooo."oo 


-1,934,000.00 

-i,"6io,"500."oo' 


4, 174, 000.  00 

108, 406.  50 

987, 000. 00 

46, 000. 00 


5, 949, 000. 00 


15,028,552,141.45 


3.580 


1, 000, 965, 000. 00 


5, 673. 42 
313,000.00 
136,  000. 00 


5, 949, 000. 00 
"i9,'375,26o.'6o 


13,  963, 232,  878. 85 


Footnotes  at  end  of  table. 
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Date 

Securities 

Rate  of 
interest  > 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

1964 
Sept.   3 

Treasury  bills— Continued 
Regular  weekly: 
Dated  Mar.  5,  1964 

Redeemed  in  exchange  for  series  issued 
Sept.  3,  1964,  due  Dec.  3,  1964 

Percent 
*  3. 606 

$222, 308, 000. 00 

Redeemed  in  exchange  for  series  dated 
Sept  3,  1964,  due  Mar.  4,  1965 

115, 425,  000. 00 

Redeemable  for  cash  . 

1,766,679,000.00 

3 

Maturing  Dec.  3,  1964             _ 

3.512 

Issued  in  exchange  for  series  dated  Mar. 
5, 1964 

$222,  308, 000. 00 
978, 370, 000. 00 

Issued  for  cash                         _- 

3 

ATaturing  Mar  4,  1965 

3.629 

Issued  in  exchange  for  series  dated 
Mar.  5,  1964                              ... 

115,425,000.00 
784,862,000.00 

Issued  for  cash  .        _  . 

4 

Treasury    bonds,    foreign    currency    series, 
maturing: 
Sept.  4,  1964              

2.83 
3.87 

3.55 
*  3.  570 

23, 107,  500. 00 

Feb  4,  1966 

23, 141,  719. 89 
30,000,000.00 

9 

Certificates  of  indebtedness,  foreign  series, 
maturing  Dec.  9, 1964 -.  .  .. 

10 

Treasury  bills: 
Regular  weelcly: 
Dated  Mar.  12, 1964         

Redeemed  in  exchange  for  series  issued 
Sept  10, 1964,  due  Dec.  10, 1964 

80,  969, 000. 00 

Redeemed  in  exchange  for  series  dated 
Sept  10, 1964,  due  Mar.  11,  1965 

32, 178,  000. 00 

Redeemable  for  cash 

1,  988, 248, 000. 00 

10 

Maturing  Dec  10, 1964 

3.514 

Issued   in   exchange   for  series  dated 
Mar  12,  1964 

80,  969, 000. 00 
1, 220,  814, 000. 00 

Issued  for  cash 

10 

Maturing  Mar  11.  1965 

3.649 

Issued  in   exchange   for  series  dated 
Mar.  12,  1964 

32,178,000.00 
868,  644, 000. 00 

30,  000, 000. 00 

30,000,000.00 
30,  000, 000. 00 
30, 000, 000. 00 
30,  000,  000. 00 
.30,  000,  000. 00 
30, 000, 000. 00 
23,929,534.25 

Issued  for  cash                  - 

16 

Certificates  of  indebtedness,  foreign  series, 
maturing  Dec.  16, 1964 

3.55 

4.00 

4.125 

4.25 

4.25 
4.25 
4.25 
4.25 

i  3. 595 

16 

Treasury  bonds,  foreign  series,  maturing: 
Nov  1. 1965 

Nov  1, 1966 

Nov.  1, 1967                                    -        

Nov  1. 1968 

Nov  1,  1969 

Nov.  1,  1970                                      - 

Nov.  1, 1971         .          

17 

Treasury  bills: 
Regular  weekly: 
Dated  Mar  19, 1964 

Redeemed  in  exchange  for  series  issued 
Sept  17, 1964,  due  Dec.  17, 1964       

138,  652, 000. 00 

Redeemed  in  exchange  for  series  dated 
Sept  17, 1964,  due  Mar.  18, 1965 

63,  828, 000. 00 

Redeemable  for  cash 

1,  896,  985, 000. 00 

17 

Maturing  Dec  17,  1964. 

3.541 

Issued  in  exchange   for  series  dated 
Mar.  19, 1964 

138,  652,  000. 00 
1,162,969,000.00 

Issued  for  cash 

17 

Maturing  Mar  IS  1965 

3.693 

Issued  in  exchange  for  series  dated 
Mar  19,1964 

63, 828, 000. 00 
836, 192,  000. 00 

5,000,000.00 

21 

Certificates  of  indebtedness,  foreign  series, 
maturing  Dec  21,1964 

3.55 
3.125 

<3.590 

23 

Treasury    notes,    foreign    series,    maturing 
Jan. 21, 1968                                     

1, 820, 296. 06 

24 

Treasury  bills: 
Regular  weekly: 
Dated  Mar  26  1964 

Redeemed  in  exchange  for  series  issued 
Sept.  24, 1964,  due  Dec.  24, 1964       

162, 444, 000. 00 

Redeemed  in  exchange  for  series  dated 
Sept.24,1964,dueMar.  25, 1965 

84,  634,  000. 00 

Redeemable  for  cash 

1,854,433,000.00 

24 

Maturing  Dec  24  1964 

3.542 

Issued  in  exchange  for  series  dated 
Mar  26  1964 

162,444,000.00 
1,139,536,000.00 

Issued  tor  cash 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of   interest-bearing   public 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


debt 


Date 

Securities 

Rate  of 
interest  i 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

196i 
Sept.  24 

Treasury  bills— Continued 
Regular  weekly— Continued 
Maturing  Mar  25, 1965               

Percent 
3.692 

Issued  in  exchange  for  series  dated 
Mar.  26, 1964 

$84,634,000.00 
816,010,000.00 

Issued  for  cash                 -. -_  - 

30 

Other: 
Issued  Oct.  1, 1963               _     --- 

3.586 

Redeemed  in  exchange  for  series  dated 
Sept  30, 1964,  due  Sept.  30, 1965 

$18, 393, 000. 00 

Redeemable  for  cash 

983,  567, 000. 00 

30 

Maturing  Sept  30,1965         ..    . 

3.773 

Issued  in  exchange  for  series  dated 
Oct  1  1963                                --- 

18, 393, 000. 00 
982,146,000.00 

30 

Treasury  certificates,  maturing  Sept.  30, 1964 .  _ 
Treasury  certificates,  maturing  Dec.  31, 1964. . 
Certificates  of  indebtedness,  foreign  series, 

maturing  Oct.  30. 1964 

U.S.  savings  bonds:  » 

Series  E-1941 - - 

3. 479 
3.555 

3.00 

1  3.  223 

7  3. 252 

'  3.  277 

7  3.  298 

'3.316 

'  3.  327 

7  3. 346 

'  3. 366 

'  3.  344 

'  3. 347 

^  3.  378 

3.400 

7  3.451 

'  3.  468 

'  3. 497 

'  3.  522 

'  3.  546 

3.560 

7  3.  653 

7  3.  690 

3.730 

3.750 

3.750 

3.750 

3.  750 

3.750 

3.750 

10, 274, 942. 13 

10,364,308.44 

30 

30  000,000.00 

30 

419, 461.  70 
3,155,751.87 
9,  715, 846.  47 
3, 865, 378.  99 
3, 732, 623.  78 
3, 121, 757.  70 
3,458,319.45 
3,65.5,024.15 
4, 092, 078.  87 
3, 910, 618.  80 
3, 323, 908. 14 
1, 719, 757.  50 
2,013,183.44 
5, 651, 327. 76 
6, 264, 003. 57 
15, 255, 922.  54 
6, 064, 378. 31 

1,752,300.45 

Series  E-1942 

7,811,168.13 

Series  E-1943           .  

12,611,303.35 

Series  E-1944      

19, 613, 649. 00 

Series  E-1945 

12,360,399.05 

Series  E-1946 

6, 607, 205.  80 

Series  E-1947     

7, 198, 960.  27 

Series  E-1948 

7,750,892.34 

Series  E-1949       

8,221,450.32 

Series  E-1950 

7,921,708.27 

Series  E-1951              .  

7, 300, 466. 04 

Series  E-19.52  fJanuarv  to  April)      

2,720,651.59 

Series  E-1952  (May  to  December) 

Series  E-1953              - 

5, 909, 435. 33 
11,900,820.03 

Series  E-1954      

17,454,190.50 

Series  E-1955                 -- 

8,954,529.17 

Series  E-19.56         - -- 

8, 379, 369. 77 

.Qprips  E-IQ.W  C.Tannarv) 

781, 190. 34 

Series  E-1957  (February  to  December)... 
Series  E-1958       

5, 521, 075. 38 
5, 834, 598.  70 
2,899,379.96 
2,  753, 008.  50 
6, 380, 522.  43 
6,  572, 063. 37 
6, 649, 097.  53 
6,994,211.81 
322, 312, 999. 31 
1,382,156.06 

7,976,483.20 
9, 717, 317. 46 

Series  E-1959  (January  to  May) 

4,199,716.12 

Series  E-1959  (June  to  December) 

Series  E-1960       

5,  591, 596. 83 
11,629,457.26 

Series  E-1961 

13,209,780.97 

Series  E-1962       

17, 439, 739. 67 

Series  E-1963    

39, 955, 686.  55 

Series  E-1964            

81,872,607.65 

TInclassifiRd  sales  and  redemotions 

26, 209, 407. 46 

Series  H-1Q.52 

'  3. 392 

'  3. 409 

7  3. 439 

'  3. 467 

'  4. 496 

3.  520 

^  3.  626 

7  3.  679 

3.720 

3.750 

3.750 

3.750 

3.750 

3.  750 

3.750 

1,077,500.00 

Series  H-1953                                           

3, 231, 000. 00 

Series  H-19.54 

14, 590, 000.  00 

SpriPQ  H-1955 

8, 477,  500. 00 

Series  H-1956 

4,  539,  500. 00 

Serips  H  1957  CTannarv) 

431, 500. 00 

Series  H-1957  (February  to  December).. . 
Series  H-1958                                

3, 473, 500. 00 

5, 588, 000. 00 

2, 247,  500. 00 

Series  H-1959  (June  to  December) 

Rprips  H-1Q60 

2, 180,  500. 00 

6, 356, 500. 00 

Series  H-1961 

5, 908, 500. 00 

Series  H-1962                           

4, 630, 500.  00 

Series  H-1963 

134, 000. 00 

51,900,500.00 

8-1,465,500.00 

78, 207. 20 

189, 928. 40 

326, 925. 17 

330, 609.  20 

253,  717. 10 

82, 748.  40 

4, 813, 000. 00 

Series  H-1964          

1,277,500.00 

Unclassified  sales  and  redemptions 

8  -25, 902,  COO.  00 

Series  J-1952 

2.76 
2.76 
2.76 
2.76 
2.76 
2.76 

2, 920, 837.  00 

Series  J-1953                      ... 

664,041.60 

Series  J-1954              .    

1, 678, 144. 36 

Series  J-1955 

1,493,576.21 

Series  J-1956       

1,385,221.20 

Series  J-1957     

255, 278. 05 

8-1,479,446.66 

Series  K-1Q.52 

2.76 
2.76 
2.76 
2.76 
2.76 
2.76 

13, 127, 500. 00 

Series  K-19,53 

1,840,000.00 

Series  K-1Q.54 

4, 521, 500. 00 

Series  K-1955 

3, 403, 500. 00 

Series  K-1956                                      

2, 384, 000.  00 

Serips  K-19,57 

257, 000.  00 

8-7,860,000.00 

30 

4Ji 

—86, 000.  00 

Foot] 

aotes  at  end  of  table. 
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Table  44. — Issries,    maturities,    and   redemptions   of  interest-bearing    public   debt 
securities,  excluding  special  issues,  July  196 4- June  1965 — Continued 


Date 


196i 
Sept.  30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 

30 
30 
30 
30 


30 
30 


Oct.  1 


15 


15 


Securities 


Treasury  notes,  Series  B-1966 

Adjustments  of  redemptions  ' 

Treasury  notes,  Series  A-1966 

Adjustments  of  redemptions  » 

Treasury  notes.  Series  B-1967 

Adjustments  of  redemptions  ' 

Treasury  notes.  Series  F-1964 

Adjustments  of  redemptions  ' 

Treasury  notes,  Series  C-1965 

Adjustments  of  redemptions  » 

Treasury  bonds  of  1966 

Adjustments  of  redemptions  ' 

Treasury  notes,  Series  E-1965 

Adjustments  of  issues  ' 

Treasury  bonds  of  1974 

Adjustments  of  issues  ' 

Treasury  bonds  of  1969  (Oct.  1,  1957) 

Adjustments  of  issues  » 

Treasury  bonds  of  1987-92 

Adjustments  of  issues  9 

Treasury  bonds  of  1973 

Adjustments  of  issues  » 

U.S.  retirement  plan  bonds 

Depositary  bonds.  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds,  Investment  Series  B-1975- 
80 

Redeemed  in  exchange  for  Treasury  notes 

Series  EA-1969 _' 

Treasury  notes.  Series  EA-1969 

Miscellaneous 


Rate  of 
interest  ' 


Percent 

35/i 


4.00 


356 


3% 


3U 


ZH 


4.00 


4M 


4.00 


4M 


Hi 


Amount  issued  2 


-$362, 000.  00 


—101,000.00 


-689. 000.  00 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


—$517, 000.  00 


-169, 000.  00 


158, 000.  00 


555, 000.  00 


—200,  000.  00 


-265,  000.  00 


—145,  000.  00 


Total  September. 


Treasury  notes,  Series  E  0-1964 

Redeemable  for  cash 

Treasury  bills: 
Regular  weekly: 

Dated  Apr.  2,  1964 

Redeemed  in  exehansce  for  series  issued 

Oct.  1, 19C4,  due  Dec.  31, 1964 

Redeemed  in  exchange  for  series  dated 

Oct.  1,  1964,  due  Apr.  1,  1965 

Redeemable  for  cash 

Maturing  Dec.  31,  1964 

Issued   in   exchange  for  series  dated 

Apr.  2,  1964 

Issued  for  cash 

Maturing  Apr.  1,  1965 

Issued  in  exchange  for  series  dated  Apr. 

2,  1946 

Issued  for  cash 

Dated  Apr.  9,  1964 

Redeemed  in  exchange  for  series  issued 

Oct.  8,  1964,  due  Jan.  7,  1963 

Redeemed  in  exchange  for  series  dated 

Oct.  8,  1964,  due  .\pr.  8,  1965 

Redeemable  for  cash 

Maturing  Jan.  7,  1965 

Issued  in  exchange  for  series  dated  Apr. 

9,  1964 

Issued  for  cash 

Maturing  Apr.  8,  1965 

Issued  in  exchange  for  series  dated  Apr. 

9,  1964 

Issued  for  cash 

Dated  Apr.  16,  1964 

Redeemed  in  exchange  for  series  issued 

Oct.  15,  1964,  due  Jan.  14,  1965 

Redeemed  in  exchange  for  series  dated 

Oct.  15,  1964,  due  Apr.  15,  1965 

Redeemable  for  cash 

Maturing  Jan.  14,  1965 

Issued  in  exchange  for  series  dated  Apr. 

16,1964 

Issued  for  cash 


3.75 
2.00 
2.00 

2''?4 


VA 


11/2 


i  3.  578 


3.555 


3.711 


<  3.  583 


3.583 


-664, 000.  00 
134,  572.  52 
916,  000.  GO 
363,  000.  00 


13, 189,  000.  00 


11,  522, 965.  726.  66 


160,403,000.00 
1,140,477,000.00 


73, 165, 000. 00 
827, 168, 000. 00 


3.744 


*  3.  548 


3.580 


1.59,  243, 000. 00 
1. 041, 049, 000. 00 


7,  068.  54 

1,121,000.00 

63, 000.  00 


13, 189.  000.  00 


23,  593,  600.  00 


9,951,958,541.41 


489,  777,  000.  00 


160. 403,  000.  00 

73, 165.  000.  on 
1,868,056,000.00 


159,243,000.00 

73, 130. 000. 00 
1, 868,  894, 000. 00 


73, 130, 000. 00 
828, 046, 000. 00 


13,  805, 000. 00 
1, 197, 760, 000. 00 


13,  805, 000. 00 

5,  619, 000. 00 
2, 182, 261, 000. 00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,    maturities,    and    redemptions    of   interest-hearing    public    debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Securities 


Rate  of 
interest  ' 


Amount  issued  ' 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


Treasury  bills— Continued 
Regular  weekly— Continued 

Maturing  Apr.  15,  1965 

Issued  in  exchange  for  scries  dated  Apr. 

16,  1964 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series, 

maturing  .Tan.  18,  1965 

Treasury  certificates,  maturing  Dec.  31,  1964 
Treasury  bills: 
Regular  weekly: 

Dated  Apr.  2.3, 1964 

Redeemed  in  exchange  for  series  issued 

Oct.  22, 1964,  due  Jan.  21,  1965 

Redeemed  in  exchange  for  series  dated 

Oct.  22, 1964,  due  Apr.  22,  1965 

Redeemable  for  cash 

Maturing  Jan.  21,  1965 

Issued  in  exchange  for  series  dated  Apr. 

2.3,  1964  

Issued  for  cash 

INIaturing  Apr.  22, 1965 

Issued  in  exchange  for  series  dated  Apr. 

23,1964 

Issued  for  cash 

Tax  anticipation: 

Maturing  Mar.  22, 1965 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series, 

maturing  Jan.  26,  1965 

Treasury    bonds,    foreign    currency    series, 
maturing: 

Oct.  26,  1964 

Apr.  26,  1966 

Treasury  l)ills: 
Regular  weekly: 

Dated  Apr.  30,  1964 

Redeemed  in  exchange  for  series  issued 

Oct.  29,  1964,  due  Jan.  28,  1965 

Redeemed  in  exchange  for  series  dated 

Oct.  29,  1964,  due  Apr.  29,  1965 

Redeemable  for  cash 

Maturing  Jan.  28,  1965 

Issued   in   exchange   for   series   dated 

Apr.  30,  1964 

Issued  for  cash 

Matiu-ing  Apr.  29,  1965 

Issued    in    exchange    for   series   dated 

Apr.  30,  1964 

Issued  for  cash 

Certificates  of  indebtedness,   foreign  series, 

maturing  Oct.  30,  1964 

Certificates  of  indebtedness,  foreign  currency 

series,  maturing  Oct.  30,  1964 

Treasury    bonds,     foreign    currency   series, 
maturing: 

Dec.  31,  1965 

June  1,  1966 

U.S.  savings  bonds: ' 

Series 'E-1941 

Series  E-1942 

Series  E-1943 

Series  E-1944 

Series  E-1945 

Series  E-1946 

Series  E-1947 

Series  E-1948 

Series  E-1949 

Series  E-1950- 

Series  E-1951 

Series  E-1952  (January  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953 

Series  E-1954 

Series  E-1955 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December)... 

Series  E-1958 

Series  E-1959  (January  to  May). 


Percent 
3.726 


3.60 
3.555 


*  3. 568 


$5,  619,  000.  00 
998,  864,  000. 00 

5, 000, 000. 00 


$99,  845. 67 


3.592 


193,385,000.00 

114,172,000.00 
1,  894, 057, 000. 00 


3.738 


193,  385.  Ono.  00 
1, 009,  532, 000. 00 


114,172,000.00 
886,  597, 000. 00 


3.518 
3.25 


3.23 
3.90 


4  3.  534 


1,  503, 195, 000. 00 
20,  000,  000.  00 


25, 154, 798.  76 


3.568 


3.724 


215, 120,  000.  00 
985, 055,  000.  00 


3.00 
3.54 


3.87 
3.90 

'  3.  223 
7  3.  252 
'  3.  277 
'  3. 298 
7  3.316 
7  3. 327 
^  3. 346 
^  3. 366 
7  3. 344 
'  3. 347 
:  3. 378 

3.400 
^  3.  451 
^  3.  468 
'  3.  497 
7  3.  522 
7  3.  546 

3.560 
7  3. 653 
7  3. 690 

3.730 


102, 702, 000.  00 
900, 052,  000.  00 


30, 126,  066.  00 
50, 289, 162. 69 


471, 
3, 201, 
7, 398, 

3,  358, 

4,  469, 
3, 158, 
3,  231, 
3,  448, 
3,  749, 
3,  534. 
3,313, 
1,  51.5, 

1,  772, 
4, 339, 
2, 074, 

12,  364, 

5, 932, 

-28, 

5, 663, 

5, 799, 

2.  771. 


588. 34 
463.  57 

399. 87 
959.  40 
163. 14 
388. 98 
615.  43 
827.  63 
2,58.  35 
994.81 
962. 48 
184.  41 
501.  98 

678. 88 
160.  76 
349.  09 
737.  49 
791. 33 
106. 12 
021. 98 
910.71 


25, 154, 


8.76 


215, 120,  000. 00 

102,  702, 000.  00 
1, 883,  482, 000. 00 


20, 000, 000. 00 
30, 120,  481. 92 


2, 290, 

10,  506, 

17, 621, 

25, 066, 

16, 419, 

9, 316, 

9, 987, 

11, 064, 

11,929, 

11,279, 

10, 348, 

3, 657, 

8,  569, 

16,  955, 

25,  722, 

14,711, 

11,961, 

952, 

11, 175, 

14, 167, 

5, 424. 


584. 94 
259.  55 
596.  28 
845. 28 
559.  61 
870.  79 
124. 66 
378. 71 
036.  36 
529. 80 
551.  08 
111.92 
196.  72 
353. 74 
728.  47 
124.  29 
888. 13 
220. 64 
037. 10 
374. 13 
268.84 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions    of  interest-bearing   public    debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Date 


Securities 


Rate  of 
interest ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ' 


196i 
Oct.  31 


31 

31 
31 
31 
31 


31 
31 
31 


Nov.2i« 


U.S.  savings  bonds '—Continued 

Series  E-1959  (June  to  December) 

Series  E-1960 

Series  E-1961. 

Series  E-1962 

Series  E-1963. 

Series  E-1964 

Unclassified  sales  and  redemptions 

Series  H-1952 - 

Series  H-1953 

Series  H-1954. 

Series  H-1955 

Series  H-1956.. -- 

Series  H-1957  (January) 

Series  11-1957  (February  to  December) . . 

Series  H-1958 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-1964 

Unclassified  sales  and  redemptions 

Series  J-1 952.. 

Series  J-1953.. 

Series  J-1954 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1952 - 

Series  K-1953 

Series  K-1954 -. 

Series  K-1955 

Series  K-1956 -. 

Series  K-1957 .- 

Unclassified  redemptions 

Treasury  bonds  of  1969 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds... 

Depositary  bonds.  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds.  Investment  Series  B-1975-80. 
Redeemed  in  exchange  for  Treasury  notes: 

Series  EA-1969 

Series  E 0-1969 _.. 

Treasury  notes,  Series  EA-1969 

Treasury  notes,  Series  EO-1969 

Miscellaneous — 


Percent 
3.750 
3.750 
3.750 
3.750 
3.750 
3.750 


^  3. 392 
'  3. 409 
^  3.  439 
^  3. 467 
7  3. 496 

3.520 
'  3. 626 
'  3.  679 

3.720 


$3, 243,  521. 19 
6, 400,  768. 39 

6,  589, 152. 60 
6, 800,  467.  09 

7,  445, 277. 07 
457,179,266.47 

-121,885,929.16 


3.750 
3.750 
3.750 
3.750 
3.750 
3.750 


2.76 
2.76 
2.76 
2.76 
2.76 
2.76 


Total  October- 


Treasury  bills: 
Other: 

Issued  Nov.  4,  1963_ 

Redeemed  in  exchange  for  series  dated 

Oct.  31,  1964,  due  Oct.  31,  1965 

Redeemable  for  cash 

Maturing  Oct.  31, 1965 

Issued  in  exchange  for  series  dated  Nov. 

4,  1963 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series, 
maturing: 

Nov.  2,  1964.. 

Feb.  2,  1965 

Nov.  4,  1964 

Feb.  4,  1965 

Treasury  bills: 
Regular  weekly: 

Dated  May  7,  1964 

Redeemed  in  exchange  for  series  issued 

Nov.  5, 1964,  due  Feb.  4, 1965 

Redeemed  in  exchange  for  series  dated 

Nov.  5,  1964,  due  May  6, 1965 

Redeemable  for  cash 


2.76 
2.76 
2.76 
2.76 
2.76 
2.76 


4.00 


3.75 
2.00 
2.00 

25-4 


VA 


150,500.00 

51, 316,  500. 00 

-2, 860, 000.  00 

88, 105. 60 

175,  070. 80 

328,891.47 

332, 616. 80 

186,  784. 15 

87, 183. 60 


-3, 000. 00 

223, 122. 32 

477, 000. 00 

80,  000. 00 


3.633 


3.790 


3.00 
3.25 
3.  .50 
3.60 


*  3.  547 


20, 932,  000. 00 
3,  023, 000. 00 


13, 080, 949,  707.  93 


$7, 947, 

16,  626, 

19,321, 

24, 364, 

52,  059, 

140, 923, 

-154,445, 

34, 

88, 

1,  620, 

6,  918, 
247, 

10, 

125, 

189, 

75, 

90, 

332, 

224, 

150, 

170, 

103, 

26,280, 

3, 767, 

53, 

33, 

41, 

156, 

2, 

3, 629, 

9, 283, 

23, 

622, 

166, 

118, 

3, 

7,  509, 


216.  26 
461. 11 
892. 81 
856.  26 
623.  51 
031. 42 
242.11 
000. 00 
000.  00 
500. 00 
500. 00 
000.  00 
500. 00 
500. 00 
000. 00 
000. 00 
500.  00 
500. 00 
500. 00 
500. 00 
500. 00 
500. 00 
000. 00 
951. 00 
945. 40 
436.20 
741. 75 
100. 20 
351. 60 
895. 69 
000. 00 
500. 00 
000. 00 
500. 00 
000. 00 
500. 00 
000. 00 


2, 699. 74 

1,  744,  000. 00 

186,  000. 00 


20,  932,  000.  00 
3, 023, 000. 00 


59, 463, 400. 00 


11,875,992,628.23 


103, 791, 000.  00 
896, 159, 000.  GO 


15,  000, 000.  00 


20, 000, 000. 00 


103, 791, 000. 00 
896, 482,  000. 00 


30, 000, 000.  00 


20,  000, 000.  00 


205, 253,  000. 00 

113, 347, 000.  00 
1, 882,  320, 000. 00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


debt 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

196i 
Nov      5 

Treasury  bills— Continued 
Regular  weekly— Continued 
MitnrinET  Feb   4   1965 

Percent 
3.  561 

Issued  in  exciiange  for  series   dated 
Mav  7  1964 

$205,  253,  000.  00 
995, 324, 000.  00 

Issued  for  of^sh 

5 

Mntnrinp  M'lv  6    1965 

3.718 

Issued  in  exchange  for  series  dated  May 
7  1904 

113,347,000.00 
886,  613,  000. 00 

10 

CtTtificates   of  indebtedness,  foreign  series, 
maturing: 
Nov   10,  1964                     

3.50 
3.60 

*  3.  557 

$10,  000, 000.  00 

Feb   10   1965 

10, 000, 000.  00 

JO 

Treasury  bills: 
Regular  weekly: 
Dated  iVIav  14.  1964 

Redeemed  in  exchange  for  series  issued 
Nov  12.  1964.  due  Feb.  11,  1965 

149, 663,  000.  00 

Redeemed  in  exchange  for  series  dated 
Nov.  12,  1964,  due  May  13,  1965 

74, 301, 000.  00 

Redeem  al)le  for  cash 

1, 972, 367, 000. 00 

1'' 

Maturing  Feb  11,  1965 

3.  574 

Issued   in   exciiange   for  series   dated 
Mav  14.  1964 

149, 663, 000. 00 
1,  050, 278, 000.  00 

Tssnpd  for  rrLsli 

19 

Matiirincr  Mav  13   1965 

3.742 

Issued  in  exchange  for  series  dated  May 
14  1964 

74, 301, 000.  00 
926, 016, 000.  00 

15 

4J^ 

Redeemed  in  exchange  for  4%  Treasury 
notes   Series  D-1966 

2, 365,  995,  000.  00 

Redpemable  for  cash 

901, 314, 000. 00 

15 

Trpasiirv  notos   Spries  F-ld(>4 

3^ 

Redeemed  in  exchange  for  4%  Treasury 

4,  259,  550, 000.  00 

Redeemable  for  casli                       - 

1, 181,  700, 000.  00 

15 

Treasury  notes.  Series  D-1966 

4.00 

Issued  in  exchange  for: 

414%  Treasury  notes,  Series  C-1964 

33'.%  Trpasnrv  nnfps   Series  F-1964 

2, 365, 995,  000.  00 
4,  259,  550,  000.  00 
2,893,397,000.00 

16 

Treasury    bonds,    foreign    currency    series, 
maturing: 
Nov.  16,  1964                            .        

3.09 
2.82 
3.92 
3.93 

^  3.  547 

49,  970, 000. 00 

Nov  16.  1964 

23, 133, 689.  59 

Mav  16   1966 

23, 174, 433. 96 
60, 263, 885. 38 

Julv  1    1966 

19 

Treasury  bills: 
Regular  weekly: 
Dated  Mav  21   1964 

Redeemed  in  exchange  for  series  issued 
Nov   19  1964  due  Feb  18,  1965 

230, 220, 000.  00 

Redeemed  in  exchange  for  series  dated 
Nov.  19,  1964,  due  May  20,  1965.. 

133, 325, 000. 00 

Redeemable  for  cash 

1, 837,  208, 000. 00 

19 

Maturing  Feb   18.  1965 

3.600 

Issued  in  exchange  for  series  dated  May 
21,  1964 

230,  220,  000.  00 
970, 821, 000.  00 

Issued  for  cash 

19 

Maturing  Mav  20  1965 

3.772 

Issued  in  exchange  for  series  dated  May 
21   1964 

133, 325, 000.  00 
867, 498, 000.  00 

15, 000, 000.  00 

20 

Certificates  of  indebtedness,  foreign  series, 

matnrinp"  Fob    IQ    lQfi5 

3.25 
3.639 

94 

Treasury  bills: 
Tax  anticipation: 
Maturing  June  22,  1965 

1, 504, 489, 000.  00 

27 

Regular  weekly: 
Dated  Mav  28  1964 

4  3.  547 

Redeemed  in  exchange  for  series  issued 
Nov  27  1964  due  Feb  25.  1965 

217, 832, 000.  00 

Redeemed  in  exchange  for  series  dated 
Nov  27  1964  due  Slav  27.  1965 

122,  739, 000.  00 

Redeemable  for  cash 

1,861,144,000.00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions    of   interest-bearing    public   debt 
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Date 

Securities 

Rate  of 

interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

196i 
Nov.  27 

Treasury  bills— Continued 
Recular  weeklv— Continued 
Maturing  Feb.  25,  1965 

Percent 
3.757 

Issued  In  excliange  for  series  dated  May 
28,  1964 

$217, 832, 000.  00 
982, 364,  000. 00 

Issued  for  cash 

27 

Maturing  May  27,  1965 

3.942 

Issued  in  excliange  for  series  dated  May 
28,  1964 

122, 739,  000.  00 
877,363,000.00 

Issued  for  cash 

30 

Other: 
Issued  Dec.  3,  1963. 

3.590 

Redeemed  in  exchange  for  series  dated 
Nov.  30,  1964,  due  Nov.  30,  1965 

$03  128,000.00 

Redeemable  for  cash 

941,  673, 000. 00 

30 

Maturing  Nov.  30,  1965    . 

4.068 

Issued  in  exchange  for  series  dated  Dec. 
3,  1963 

63, 128, 000. 00 
937, 414,  000.  00 

860,  058.  08 
3. 413, 812.  31 
3.  966,  487.  78 
5,  892,  724.  52 
10,  857, 344.  76 
3, 149,  610. 11 

2,  967,  583.  28 

3,  467,  622.  08 
3.  689,  045.  47 
3,  440,  662.  55 
3,110,728.88 

-27,232.25 

1,  742,  483.  00 
4, 321,  653.  37 

720,  820.  00 

12,  493,  691. 18 

5,  753,  720.  23 

488.  89 

5, 889, 838.  42 

5,  440,  597.  28 

2,  608,  404.  58 
2,  991,  238. 11 

5.  903,  066.  80 

6,  282,  768.  41 
6,  578,  260.  70 
6,  504,  663.  12 

371,  906,  702.  33 
8-51,  347,  730.  63 

Issued  for  cash 

30 

U.S.  savings  bonds:  ^ 

Series  E-1941 

'  3.  223 

'  3.  252 

^  3.  277 

'  3.  298 

'3.316 

'  3.  327 

'  3.  346 

'  3.  366 

'  3.  344 

7  3.  347 

'  3,  378 

3.400 

7  3.  451 

'  3.  468 

7  3.  497 

'  3.  522 

7  3.  546 

3.560 

^  3.  653 

7  3.  690 

3.730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

1, 806,  632. 10 

Series  E-1942 

8  271  509  34 

Series  E-1943 

Series  E-1944 

14,  445, 155.  70 
19,  083,  111.  14 

Series  E-1945 

12,  990, 122.  67 

Series  E-1946 

7,  252,  826.  55 

Series  E-1947      - 

7,  792,  564.  70 

Series  E-1948 

8,  222,  005.  84 

Series  E-1949 

8,  689,  057.  87 

Series  E-1950 

8,713,315.51 

Series  E-1951 

7, 855,  620.  82 

Series  E-1952  (January  to  April) 

2,  749,  756.  64 

Series  E-1952  (May  to  December) 

Series  E-1953 

6, 370,  289.  02 
12,  647,  627.  39 

Series  E-1954 

19,  668,  712.  29 

Series  E-1955    

11,635,600.01 

Series  E-1956 

9, 182,  193.  35 

Series  E-1957  (January)   ._ 

725,  703.  38 

Series  E-1957  (February  to  December)... 
Series  E-1958 

8, 866,  054.  91 
10,  590,  718.  35 

Series  E-19.59  (January  to  May)     -     . 

4,  070,  771.  93 

Series  E-1959  (June  to  December) 

Series  E-1960 

6.  025,  463.  03 
12,  490,  759.  32 

Series  E-1961 

15, 128,  596.  85 

Series  E-1962      

18,  253,  754.  22 

Series  E-1963 

36,625,219.16 

Series  E-1964 

115.991,561.78 

Unclassified  sales  and  redemptions 

8-87,015,375.58 

Series  H-1952 . 

7  3.  392 

'  3.  409 

'  3.  439 

7  3.  467 

7  3.  496 

3.  520 

7  3.  626 

7  3.  679 

3.  720 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

501,  000.  00 

Series  H-1953 

1, 343,  000.  00 

Series  H-1954 

4,  583,  500.  00 

Series  H-1955         . 

8,  584,  500.  00 

Series  H-1956-     

2,  248,  500.  00 

Series  H-1957  (January) 

140,  500.  00 

Series  H-1957  (February  to  December)-. 
Series  H-1958         .            .          .  . 

1,  556,  000.  00 

2,  818,  000.  00 

Series  H-1959  (January  to  May) 

1,  215,  500.  00 

Series  U-1959  (June  to  December) 

Series  H-1960 

1, 152,  000.  00 

2,  880,  000.  00 

Series  H-1961  .  .  

2,  841,  500.  00 

Series  H-1962 

2,  310,  500.  00 

Series  n-1963 

32,  000.  00 

39,  618,  000.  00 

2,  526,  500.  00 

87.  479.  20 

190, 161.  60 

366,  523.  54 

289,  246.  53 

188,  549.  20 

-656.  95 

2,  463,  000.  00 

Series  H-1964           .... 

878,  son.  00 

Unclassified  sales  and  redemptions  .  .  . 

8-1,384,000.00 

Series  J-1952 

2.76 
2.76 

2.76 
2.76 
2.76 
2.76 

4,  24'',  189.  00 

Series  ,1-1953 

366,  410.  20 

Series  .1-1954. .   .  

756,  249.  98 

Series  J-1955 

773,  360.  38 

SeriesJ-1956 ...  ..     .. 

468,  233.  25 

Series  J-1957..     

255,  268.  80 

Unclassified  redemptions ... 

446,  259.  13 

Series  K-1952 

2.76 
2.76 
2.76 
2.76 
2.76 
2.76 

10,  662,  ,500.  00 

Series  K-1953 

599,  000.  00 

Series  K-1954 

2,  254,  000.  00 

Series  K-1955 

Series  K-1 956 

1,807,000.00 

649,  500.  00 

Series  K-1957 

66,  000.  00 

Unclassified  redemptions 

8-1, 830,  500.  00 

30 

Treasury  notes.  Series  A-1966 

Adjustments  of  redemptions  ' 

4.00 

176, 000.  00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
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Securities 


Treasury  notes,  Series  B-1966 

Adjustments  of  redemptions  9 

Treasury  notes,  Series  B-1967 

Adjustments  of  redemptions  « 

Treasury  notes.  Series  C-1964 

Adjustments  of  redemptions  ' 

Treasury  notes.  Series  F-1964 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1966 

Adjustments  of  redemptions  » 

Treasury  notes.  Series  E-1965 

Adjustments  of  issues  « 

Treasury  bonds  of  1974 

Adjustments  of  issues  ' 

Treasury  bonds  of  1969  (Oct.  1,  1957) 

Adjustments  of  issues  » 

Treasury  bonds  of  1973 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds 

Depositary  bonds.  First  Series 

Treasury  bonds,  RE  A  Series 

Treasury  bonds.  Investment  Series  B-1975- 

80 

Redeemed  in  exchance  for  Treasury  notes, 

Series  EO-1969 

Treasury  notes.  Series  EO-1969 

Miscellaneous 


Total  November. 


Certificates  of  indebtedness,  foreign  series, 
maturing: 

Feb.  2.  1965 

Feb.  19,  1965 

.Tan.  26,  1965 

Treasury  bills: 
Regular  weekly: 

Dated  Tune  4, 1964 

Redeemed  in  exchange  for  series  issued 

Dec.  3,  1964,  due  Mar.  4,  1965 -_-. 

Redeemed  in  exchange  for  series  dated 

Dec.  3,  1964,  due  Tune  3,  1965 

Redeemable  for  cash 

Maturing  Mar.  4,  1965 

Issued  in  exchange  for  series  dated 

Tune  4,  1964 

Issued  for  cash 

Maturing  Tune  3,  1965 

Issued   in  exchange   for  series  dated 

Tune  4, 1964 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series, 
maturing: 

Dec.  9, 1964 

Mar.  9, 1965 

Treasury  bills: 
Regular  weekly: 

Dated  June  11,  1964 

Redeemed  in  exchange  for  series  issued 

Dec.  10,  1964,  due  Mar.  11,  1965 

Redeemed  in  exchange  for  series  dated 

Dec.  10,  1964,  due  June  10, 1965 

Redeemable  for  cash 

Maturing  Mar.  11, 1965 

Issued  in  excliange  for  series  dated  June 

11, 1964 

Issued  for  cash 

Maturing  June  10,  1965 

Issued  in  excliange  for  series  dated 

June  11, 1964 

Issued  for  cash 

Treasury  certificates,  maturing  Dec.  15,  1964 
Treasury  certificates,  maturing  June  15, 1965_ 

Footnotes  at  end  of  table. 


Rate  of 
interest  ' 


Percent 

3?i 


3% 


4.00 


4.00 


3.75 
2.00 
2.00 

2?4 


\y> 


3.25 
3.25 
3.25 


<  3.  543 


Amount  issued  ^ 


$3,  000.  00 

— 3,'6oo.'oo' 


-36,  000.  00 


—64, 000.  00 
281,800.04 
688.  000.  00 
845,  000.  00 


7,961,000.00 


22, 445, 871, 035.  56 


3.868 


4.030 


3.55 
3.85 


«3.529 


3.815 


3.944 


1.00 
1.00 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


$1,002,000.00 

ii,"ooo."oo 


— 9o,  000.  00 

"""— 5,'6o6. 00 
-i,"2oo,'ooo."6o 


9,  936.  97 
832, 000.  00 
140,  000. 00 


7, 961, 000.  00 
"25,"855,"200."ob 


20, 045, 919, 625.  59 


16. 000, 000.  00 
15,  000, 000.  00 
20, 000, 000.  00 


192, 655.  000.  00 
1, 007, 569, 000. 00 


132,  225, 000.  00 
867, 826.  000. 00 


30,  000, 000.  00 


15, 120,  000.  00 
1,  285, 897,  000.  00 


4,  997,  000.  00 
995,  581,  000.  00 


10,  075, 456.  97 


192,  655, 000.  00 

132,  225, 000.  00 
1,  880, 613, 000.  00 


30,  000,  000.  00 


15, 120,  000. 00 

4, 997, 000. 00 
2,  282, 270, 000.  00 


7,  537,  768. 13 
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Date 

Securities 

Rate  of 

interest  ' 

Amount  issued  ' 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

1964 
Dec.   16 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
Dec.  10, 1964 

Percent 
3.55 
3.90 

<3.559 

$30,  000,  000. 00 

Mar.  16, 1965 

$30, 000,  000.  00 

17 

Treasury  bills: 
Regular  weekly: 
Dated  June  18, 1964 

Redeemed  in  exchange  for  series  issued 
Dec.  17,  1964,  due  Mar.  18, 1965    

17,  974,  000.  00 

7,  453,  000.  00 
2,  277,  329,  000.  00 

Redeemed  in  exchange  for  series  dated 
Dec.  17,  1964,  due  June  17, 1965 

Redeemable  for  cash . 

17 

Maturing  Mar.  18,1965 

3.864 

Issued  in  exchange  for  series  dated 
June  18, 1964 

17,  974,  000.  00 
1,  282, 866,  000.  00 

Issued  for  cash . .      ..-  .  . 

17 

Maturing  June  17, 1965 .  _ .- 

3.965 

Issued  in  exchange  for  series  dated 
June  18, 1964  

7,  453,  000.  00 
993, 151,  000.  00 

Issued  for  cash .-        

21 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
Dec.  21,1964 .. 

3.55 

3.90 

3.50 

3.75 

3.875 

3.90 

3.90 

4  3.547 

5,  000,  000.  00 

Mar.  22, 1965 

5,  000, 000.  00 

92 

Dec.  22, 1964               _          

50,  000,  000.  00 

Mar.  22, 1965          --     -- 

25,  000,  000.  00 
50,  000,  000.  00 
30,  000.  000.  00 
20,  000,  000.  00 

June  22, 1965     

23 

Mar.  23, 1965 

24 

Mar  24,1965                      -      

24 

Treasury  bills: 
Regular  weekly: 
Dated  June  25, 1964 . 

Redeemed  in  exchange  for  series  issued 
Dec  24, 1964,  due  Mar.  25, 1965 

192,  212,  000.  00 

Redeemed  in  exchange  for  series  dated 
Dec.  24,  1964,  due  June  24,  1965 

134, 800, 000. 00 

Redeemable  for  cash 

1,  875,  033, 000.  00 

24 

Maturins  Mar.  25,  1965            

3.868 

Issued   in   exchange  for  series  dated 
June  25,  1964 

192,212,000.00 
1,015,884,000.00 

Issued  for  cash                         _  - 

24 

Maturine  June  24,  1965       .  

3.960 

Issued  in   exchange   for  series   dated 
June  25,  1964                                   

134,800,000.00 
870, 107, 000. 00 

35, 000, 000. 00 
20, 000, 000. 00 

Issued  for  c^sh 

28 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
Jan  28  1965                             .      

3.43 
3.75 

4  3.  544 

30 

Mar  30,  1965       

31 

Treasury  bills: 
Regular  weekly: 
Dated  Jan.  3,  1964      

Redeemed  in  exchange  for  scries  issued 
Dec.  31,  1964,  due  Apr.  1,  1965 

201,  670, 000. 00 

Redeemed  in  exchange  for  series  dated 
Dec.  31,  1964,  due  July  1,  1965 

123,  513, 000.  00 

Redeemable  for  cash        .         .  . . 

1,  876, 099, 000.  00 

31 

Maturing  Apr.  1,  1965      

3.866 

Issued  in  exchange  for  series  dated  Jan. 
3,  1964                                        

201,  670, 000. 00 
998, 184, 000. 00 

Issued  for  cash        .      .    ..  

31 

Maturing  July  1,  1965 

3.957 

Issued  in  exchange  for  series  dated  Jan. 
3,  1964                          -.     - 

123,  513, 000. 00 
878,464,000.00 

Issued  for  cash  .  

31 

Other: 
Issued  Jan.  3.  1964    .  

3.707 

Redeemed  in  exchange  for  series  dated 
Dec.  31,  1964,  due  Dec.  31,  1965    

26,257,000.00 

Redeemable  for  cash     

974, 052, 000. 00 

31 

Maturing  Dec.  31,  1965 

3.972 

Issued  in  exchange  for  series  dated  Jan. 
3,  1964 

26, 257,  000. 00 
976,  694, 000. 00 

Issued  for  cash 

31 

Treasury  certificates,  maturing  Dec.  31,  1964. 
Treasury  certificates,  maturing  Mar.  31, 1965. 
Treasury  bonds,  maturing  June  30,  1967 

3.555 
3.867 
4.00 

10, 264,  462. 77 

31 

10,355,688.18 
408, 000. 00 

31 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Securities 


Rate  of 

interest  i 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 


U.S.  savings  bonds: ' 

Series  E-1941 

Series  E-1942 

Series  E-1943 

Series  E-1944 

Series  E-1945..- 

Series  E-1946 

Series  E-1947 

Series  E-1948 

Series  E-1949 

Series  E-1950 

Series  E-1951 

Series  E-1952  (January  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953 

Series  E-1954 

Series  E-1955 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December)... 

Series  E-1958 

Series  E-1959  (January  to  May) 

Series  E-1959  (June  to  December) 

Series  E-1960... 

Series  E-1961 

Series  E-1962. 

Series  E-1963 

Series  E-1964.. 

Unclassified  sales  and  redemptions 


Series  H-1952. 
Series  H-1953. 

Series  H- 1954. 

Series  H-1955 

Series  H-1956 

Series  H-1957  (January) 

Series  H-1957  (February  to  December). 

Series  H-1958... 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960... 

Series  H-1961 

Series  H-1962 

Series  H-1963. 

Series  H-1964 

Unclassified  sales  and  redemptions 

Series  J-1953 

Series  J-1954 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1953 .- 

Series  K-1954 

Series  K-1955... 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions 

Treasury  notes,  Series  B-1966 

Adjustments  of  redemptions  ' 

Treasury  notes,  Series  A-1966 

Adjustments  of  redemptions  « 

Treasury  notes,  Series  B-1967 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1966 

Adjustments  of  redemptions  ».. 

Treasury  notes,  Series  E-1965 

Adjustments  of  issues  » 

Treasary  bonds  of  1969  (Oct.  1,  1957) 

Adjustments  of  issues  ' 

Treasury  bonds  of  1973 

Adjustments  of  issues  ' 

Treasury  bonds  of  1987-92. 

Adjustments  of  issues  » 

U.S.  retirement  plan  bonds. 

]:)epositary  bonds,  First  Series 

Treasury  bonds,  REA  Series 


Percent 

7  3. 223 

'3.252 

'3.277 

'  3. 298 

'3.316 

'  3.  327 

'  3. 346 

'  3. 366 

'  3. 344 

'  3. 347 

'  3.  378 

3.400 

'3.451 

'  3.  468 

'  3.  497 

'  3.  522 

'  3.  546 

3.560 

'  3.  653 

'  3.  690 

3.730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 


'  3.  392 

'  3.  409 

'  3.  439 

'  3.  467 

'  3.  496 

3.520 

'  3.  626 

'  3.  679 

3.720 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 


2.76 
2.76 
2.76 
2.76 
2.76 


2.76 
2.76 
2.76 
2.76 
2.76 


3^ 


4.00 


3-H 


3M 


4.00 


4.00 


4!^ 


4Ji 


3.75 
2.00 
2.00 


$2, 270, 
4, 322, 
4,254, 
13, 364, 
10, 957, 
4, 041, 
3, 871, 

4,  734, 
4, 970, 
4, 096, 
3,  713, 

-25, 
1, 878, 
4, 342, 
4,513, 

5,  595, 

6,  496, 

6,  787, 
0,  434, 
-33, 
6,  561, 
6, 831, 

6,  852, 

7,  564, 
6, 882, 

318, 988, 
21,  019, 


841. 44 
549. 34 
093. 86 
527.  56 
205. 62 
283. 08 
313. 70 
797.29 
341. 58 
442.06 
929.  73 
307.  53 
501.06 
S71.37 
281.  32 
927.  38 
920. 47 
90.95 
243.31 
0S6.  02 
477.  06 
406.  31 
004.41 
572.  99 
328.  17 
828.  42 
799.  35 
666.04 


42,  000.  00 

44,  020,  000.  00 

3,  034,  000.  00 

260, 4S9.  60 

468,  750.  14 

310,  589. 97 

233,  022. 65 

-280. 70 


460,  000.  00 
-2,"686,"000."00 


154, 000.  00 


-32,000.00 
1,608,211.27 
6, 545, 000.  00 
1, 824, 000.  00 


$1, 520, 
6, 538, 
10,  781, 
15, 649, 
10,  564, 
5,  564, 

5,  549, 

6. 325, 

6,  409, 
6, 499, 
5, 927, 
2,106, 
4,971, 
9, 576, 

14, 901, 
9,  567, 

7,  042, 
564, 

6, 850, 
8,011, 

3,  203, 

4,  421, 
9,  210, 

10, 803, 
13,  406, 
26,  569, 
101,  OtW, 
61,  562, 
560, 

1. 326, 
4,831, 
9,  299. 
2,  073, 

76, 
1, 629, 
2,  230, 

1,  043, 
950, 

2,  542, 
2,  656, 
2,  215, 
1, 952, 
1,  047, 
8  -93, 

477, 

908, 

646, 

683, 

174, 

244, 

739, 

1,  786, 

1,491, 

785, 

124, 

4,  080, 


427.95 
176.31 
735.  54 
523.26 
027. 23 
465. 02 
893. 35 
421.11 
083. 77 
359. 66 
316.  20 

359. 58 
114.51 
402. 66 
554. 92 
809. 41 
831.  20 
158. 98 
130.  49 
549. 17 
947. 61 
076. 53 
102. 31 
919.00 
893. 49 
856. 91 

049. 59 
650. 13 
000.00 
500.00 
500.00 
500.00 
500.00 
500.00 
500.00 
000.00 
000.00 
000.00 
500.00 
500.00 
500.00 
000.00 
000.00 
500.00 
262.20 
593. 70 
662. 58 
133.05 
355.  20 
740.  80 
000.00 
000.00 
000.00 
000.00 
500.00 
000.00 


121,  000.  00 

"io^'ooo'oo 


990,  000. 00 

"gi'ooo'oo 


10, 645.  96 

2, 300, 000.  00 

459, 000. 00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions    of   interest-bearing    public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Date 

Securities 

Rate  of 
interest  i 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ' 

196/, 
Dec.  31 

Treasury  bonds,  Investment  Series  B-1975-80. 
Redeemed  in  exchange  for  Treasury  notes. 
Series  EO-1969 

Percent 

$52, 400, 000.  00 

31 

Treasury  notes,  Series  EO-1969 

m 

$52, 400, 000.  00 

31 

Miscellaneous 

17, 052, 100  00 

Total  December 

13, 068, 867, 996. 32 

12, 892, 166, 060.  28 

Treasury    bonds,    foreign    currency    series, 
maturing: 
Jan.  1,  1965 

2.89 
3.99 

4  3.  566 

1966 
Jan.      1 

25, 414, 722. 05 

July  1.  1966 

25, 491, 877. 36 

7 

Treasury  bills: 
Regular  weekly: 
Dated  July  9,  1964 

Redeemed  in  exchange  for  series  issued 
Jan.  7,  1965,  due  Apr.  8,  1965  

213, 375, 000. 00 

Redeemed  in  exchange  for  series  dated 
Jan.  7,  1965,  due  July  8,  1965 

85, 452, 000. 00 

Redeemable  for  cash 

1,801,511,000.00 

7 

Maturing  Apr.  8,  1965 . 

3.829 

Issued  in  exchange  for  series  dated  July 
9,  1964 

213,375,000.00 
888, 465, 000.  00 

Issued  for  cash        .  . 

7 

Maturing  Julv  8,  1965 

3.927 

Issued  in  exchange  for  series  dated  July 
9,  1964 

85, 452,  000.  00 
917, 910, 000. 00 

Issued  for  cash 

11 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
Jan.  28,  1965 

3.43 

3.75 

*  3.  567 

35, 000, 000. 00 

12 

Apr.  12,  1965 

5,000,000.00 

14 

Treasury  bills: 
Regular  weekly: 
Dated  July  16,  1964 

Redeemed  in  exchange  for  series  issued 
Jan.  14,  1965,  due  Apr.  15,  1965  

181, 686, 000.  00 

Redeemed  in  exchange  for  series  dated 
Jan.  14,  1965,  due  July  15,  1965 

95, 380, 000.  00 

Redeemable  for  cash 

1,836,994,000.00 

14 

Maturing  Apr.  15,  1965 

3.814 

Issued  in  exchange  for  series  dated  July 
16,  1964 

181, 686,  000.  00 
917, 948, 000.  00 

Issued  for  cash.     

14 

Maturing  July  15,  1965 

3.942 

Issued  in  exchange  for  series  dated  July 
16,  1964 

95,380,000.00 
905,  687,  000.  00 

Issued  for  cash 

15 

Treasury  bonds  of  1965 

2% 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15,  1965)_ 
4!-^%  Treasury  bonds  ofl974 

674,117,500.00 

489,  2S1,  000. 00 

41/4%  Treasury  bonds  of  1987-92 

641, 970,  000.  00 

15 

Treasury  notes.  Series  B-1965 

3^2 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15, 1965). 
4^/1%  Treasury  bonds  of  1974. . . 

639, 939,  000.  00 

415, 654,  000.  00 

m%  Treasury  bonds  of  1987-92 

283,  029,  000. 00 

15 

Treasury  notes,  Series  E-1965. 

4.00 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15,  1965). 
4],i%  Treasury  bonds  of  1974 

175,  641,  000.  00 

140,  413, 000.  00 

4!'4%  Treasury  bonds  of  1987-92 

144, 906,  000.  00 

15 

Treasury  notes.  Scries  B-1966 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15,  1965). 
4,H%  Treasury  bonds  of  1974. 

S% 

587, 445,  000. 00 

332,  810, 000.  00 

4^%  Treasury  bonds  of  1987-92 

144, 232,  000.  00 

15 

Treasury  notes,  Series  C-1966 

3Ji 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15,  1965). 
4H%  Treasury  bonds  of  1974 

379,  285, 000. 00 

400,  674,  000.  00 

4H%  Treasury  bonds  of  1987-92 

660, 315, 000. 00 

Footnotes  at  end  of  table. 


TABLES 


651 


Table  44. — Issues,    maturities,    and    redeinptions    of   interest-hearing    public    debt 
securities,  excluding  special  issues,  Jidy  196 4- June  1965 — Continued 


Date 


1965 
Jan.    15 


15 


15 


15 


15 


15 


18 

18 
21 

21 

21 

22 
28 


Securities 


Treasury  bonds  of  1966 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15, 1965) _ 

4^%  Treasury  bonds  of  1974.. 

4H%  Treasury  bonds  of  1987-92 

Treasury  notes,  Series  A-1967 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15, 1965). 

4)-i%  Treasury  bonds  of  1974 

41/4%  Treasury  bonds  of  1987-92 

Treasury  bonds  of  1967 

Redeemed  in  exchange  for: 
4%  Treasury  bonds  of  1970  (Jan.  15, 1965). 
4)^%  Trea.sury  bonds  of  1974 


Treasury  bonds  of  1970  (Jan.  15, 1965) 

Issued  in  exchange  for: 

25.^%  Treasury  bonds  of  1965 

3^2%  Trea-sury  notes,  Series  B-1965 

4%  Treasury  notes,  Series  E-1965 

35-^%  Treasury  notes.  Series  B-1966 

3^%  Treasury  notes.  Series  C-1966 

334%  Treasury  bonds  of  1966 

3H%  Treasury  notes.  Series  A-1967 

3%%  Treasury  bonds  of  1967 

Treasury  bonds  of  1974 

Issued  in  exchange  for: 

2%%  Treasury  bonds  of  1965 

3H%  Treasury  notes,  Series  B-1965 

4%  Treasury  notes.  Series  E-1965 

SH%  Treasury  notes.  Series  B-1966 

3^^%  Treasury  notes.  Series  C-1966 

3H%  Treasury  bonds  of  1966 

394%  Treasury  notes,  Series  A-1967 

3%%  Treasury  bonds  of  1967 

Treasury  bonds  of  1987-92 

Issued  in  exchange  for: 

2%%  Treasury  bonds  of  1965 

3},i%  Treasury  notes,  Series  B-1965 

4%  Treasury  notes,  Series  E-1965 

3^%  Treasury  notes.  Series  B-1966 

3%%  Treasury  notes,  Series  C-1966 

3H%  Treasury  bonds  of  1966 

3H%  Treasury  notes.  Series  A-1967 

35^%  Treasury  bonds  of  1967 

Certificates  of  indebtedness,  foreign  series, 
maturing: 

Jan.  18,  1965 

Apr.  20.  1965. 

Treasury  liills: 
Tax  anticipation: 

Maturing  June  22,  1965 

Issued  for  cash 

Regular  weelily: 

Dated  July  23,  1964 

Redeemed  in  exchange  for  series  issued 

Jan.  21,  1965,  due  Apr.  22,  1965 -._ 

Redeemed  in  exchange  for  series  dated 

Jan.  21,  1965,  due  July  22,  1965 

Redeemable  for  cash 

Maturing  Apr.  22,  1965 

Issued  in  exchange  for  series  dated  July 

23,  1964 

Issued  for  cash 

Maturmg  July  22,  1965 

Issued  in  exchange  for  series  dated  July 

23,  1964 

Issued  for  cash 

Certificates  of  indebtedness,  foreign  series, 
maturing: 

Apr.  22,  1965 

Mar.  24,  1965 , 


Rate  of 
Interest  • 


Percent 
3^4 


3?4 


3H 


4.00 


m 


m 


3.60 
3.85 


3.711 
<  3.  604 


3.821 


3.960 


3.85 
3.90 


Amount  issued  2 


$674,  117,  500.  00 
639,  939,  000.  00 
175,  641,  000.  00 
587,  445,  000.  00 
379,  285,  000.  00 
302,  253,  500.  00 
902,  190,  000.  00 
723,  429,  000.  00 


489,281, 
415,654, 
140, 413, 
332,  810, 
400,  674, 
136, 905, 
459, 060, 
727, 841, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


641, 970, 
283, 029, 
144, 906, 
144, 232, 
660, 315, 
126, 079, 
139, 985, 
124, 009, 


000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
500.  00 
000.  00 
500. 00 


5, 000, 000.  00 


1, 758, 347,  000.  00 


199, 823, 000. 00 
1,000,459,000.00 


123, 120, 000.  00 
877,931,000.00 


50, 000, 000. 00 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


$302,  253,  500. 00 
136,  905, 000.  00 
126,  079, 500.  00 


902, 190, 000.  00 
459,  060.  000.  00 
139, 985,  000.  00 


723,  429, 000.  00 
727,841,000.00 
124,  009, 500. 00 


5, 000, 000. 00 


199, 823, 000. 00 

123, 120, 000. 00 
1,779,801,000.00 


20,  000, 000.  00 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   puhlic   debt 
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Date 

Securities 

Rate  of 
interest ' 

Amount  Issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 

1965 
Jan.    28 

Treasury  bills: 
Regular  weekly: 
Dated  July  30,  1964 

Percent 
*  3.  578 

Redeemed  in  exchange  for  series  issued 
Jan.  28,  1965,  due  Apr.  29,  1965 

$213, 152, 000. 00 

132,035,000.00 
1,756,957,000.00 

Redeemed  in  exchange  for  series  dated 
Jan  28,  1965,  due  July  29,  1965 

Redeemable  for  cash _ 

28 

Maturing  Apr.  29.  1965... 

3.848 

Issued  in  exchange  for  series  dated  July 
30  1964                     

$213,152,000.00 
989, 713, 000. 00 

28 

Maturing  July  29,  1965 

3.946 

Issued  in  exchange  for  series  dated  July 
30  1964 

132,035,000.00 
871,198,000.00 

29 

Certificates  of  indebtedness,   foreign  series, 
maturinf  Mar  23.  1965        .       

3.90 

?3.223 

'3.252 

'3.277 

'3.298 

'3.316 

'  3.  327 

'  3.  346 

'  3.  366 

'  3.  344 

'  3.  347 

'  3.  378 

3.400 

'  3. 451 

'  3. 468 

'  3.  497 

'  3.  522 

'  3.  546 

3.560 

'  3.  653 

'  3.  690 

3.730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

30,000,000.00 
2, 070, 878. 91 

31 

U.S.  savings  bonds: « 

Series  E-1941 

587,151,24 
4, 651.  589.  52 

4,  996,  604. 64 
9,911,885.30 
5, 711, 145. 70 
4, 324, 063. 17 
4, 896, 043. 98 
5,283,753.89 

5,  548,  759. 53 
5, 422,  886. 13 
4, 184, 833. 66 
2,327,290.36 
3,438,896.20 
4, 078, 020.  77 
4, 453, 308. 30 
5, 891, 230. 05 
7,  710,  443. 90 
3, 349. 367. 34 
3, 301, 977. 82 
7,  568,  779. 95 
3, 828, 253. 79 
3, 051, 959. 42 
7, 659,  757. 63 
8, 228,  598. 38 
7,  638,  837. 04 
9,723,911.25 

362, 925, 209. 12 
26,441,114.49 

Series  E-1942      .- 

8, 080, 339.  74 

Series  E-1943    

13, 387, 937. 95 

Series  E-1944             .  .  

21,808,256,44 

Series  E-1945         

13,  637,  651. 10 

Series  E-1946      

6, 831,  607. 65 

Series  E-1947    ..  

7, 207, 037. 84 

Series  E-1948            -      

7, 899, 227. 27 

Series  E-1949            . 

8,410,289.85 

Series  E-1950         

7, 982, 081. 94 

Series  E-1951      

7, 165,  892.  51 

Sprips  E-1Q.52  CTanriarv  to  ADriH    - 

2,348,799  76 

Series  E-1952  (May  to  December) _.. 

Series  E-1953         

5,751,283.81 
11,139,213.98 

Series  E-1954         

18,925,206.87 

Series  E-1955 

11,244,205.40 

Series  E-1956         

8, 127, 942. 68 

Series  E-1957  C January)     . 

656, 963. 28 

Series  E-1957  (February  to  December)... 
Series  E-1958              

8, 010, 846. 30 
9,  537, 183. 21 

Series  E-19.59  CTanuarv  to  May)    .... 

3,  659, 627. 15 

Series  E-1959  (June  to  December) 

Series  E-1960 

5,368,122.85 
10, 415, 090. 18 

Series  E-1961 

12,288,143.40 

Series  E-1962      

15, 308,  670. 45 

Series  E-1963    

30,358,672.33 

Series  E-1964              -  

140,  556, 199. 30 

TJnolassifipd  sales  and  redemptions     . 

79, 040,  575. 97 

Series  H-1952                       . 

'  3. 392 

'  3. 409 

'  3. 439 

'  3.  467 

'  3. 496 

3.520 

'  3. 626 

'  3. 679 

3.720 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

420, 000. 00 

Series  H-1953                   .  

1, 487,  500. 00 

Series  H-1954 

4, 174, 000. 00 

Series  H-1955                               

9, 317,  500. 00 

Series  H-1956                    _. 

2,236,500.00 

Series  TT-1957  rJaTiuarv^ 

66, 000. 00 

Series  H-1957  (February  to  December)... 
Series  H-1958                     . 

1, 648, 000. 00 

2,261,500.00 

Series  H-1959  CJanuarv  to  Mav) 

913,  000. 00 

Series  H-1959  (June  to  December) 

Series  H-1960                 

1, 250,  500. 00 

2, 606,  500. 00 

Series  H-1961       

2, 875,  500. 00 

Series  H-1962.. 

1, 860,  500. 00 

Series  H-1963... 

20, 000. 00 
48,010,000.00 
20, 671,  500. 00 
217, 447. 60 
388,  111.  81 
391, 833. 40 
347, 645.  20 
105, 376. 25 

2, 216, 000. 00 

Series  H-1964 

1, 035, 000. 00 

Unclassified  sales  and  redemptions 

8  -1,327,000.00 

Series  J-1953                      

2.76 
2.76 
2.76 
2.76 
2.76 

143. 992.  40 

Series  J-1954     

971, 698. 80 

Series  J-1955 

624, 610. 77 

Series  J-1956     .           ..        

414, 492.  30 

Series  J-1957 

48, 988. 80 

Unclassified  redemptions 

1, 495.  750. 24 

Series  K-1953       .               --. 

2.76 
2.76 
2.76 
2.76 
2.76 

730,  500.  00 

Series  K-1954 

2, 607, 000.  00 

Series  K-1955 

1, 605. 000.  00 

Series  K-1956 

892, 000.  00 

Series  K-1957 

98,  500. 00 

Unclassified  redemptions 

8, 547, 500.  00 

31 

U.S.  retirement  plan  bonds   

3.75 
2.00 
2.00 

2, 298,  491. 17 
85,  000.  00 
95, 000. 00 

10, 155.  57 

31 

Depositary  bonds.  First  Series 

1, 286. 000.  00 

31 

Treasury  bonds,  REA  Series.. 

130,000.00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity » 

19G3 
Jan.    31 

Treasury  bonds.  Investment  Series  B-1975-80. 
Redeemed  in  excliange  for  Treasury  notes, 
Series  EO-1969 

Percent 

$33,  500, 000. 00 

31 

Treasury,  notes.  Series  EO-1969 

m 

$33, 500, 000. 00 

31 

Miscellaneous 

28, 566, 200. 00 

TotalJanuary __.    

20,841,902,955.36 

18,878,096,059.05 

Treasury  bills: 
Other: 
Issued  Feb.  6, 1964      ..     .  

3.080 

Feb.    1 '" 

Eedeemed  in  exclianee  for  series  dated 
Jan.  31, 1965  due  Jan.  31,  1966 

102, 754, 000. 00 

Redeemable  for  cash 

897, 639, 000. 00 

1 

Maturing  Jan.  31, 1966..    _      

3.945 

Issued  in  exchange  for  series  dated  Feb. 
6,1964     .        

102,  754, 000.  00 
897, 633, 000.  00 

Issued  for  cash 

4 

Regular  weekly: 
Dated  Aug.  6, 1964.-     

<  3.  573 

Redeemed  in  exchange  for  series  issued 
Feb.  4, 1965  due  May  6, 1965 

242, 072, 000. 00 

Redeemed  in  exchange  for  series  dated 
Feb.  4, 1965  due  Aug.  5, 1965     .  . 

133, 651, 000. 00 

Redeemable  for  cash  

1, 725,  470, 000.  00 

4 

Maturing  May  6, 1965 

3.888 

Issued  in  exchange  for  series   dated 
Aug.  6, 1964             .    

242, 072,  000.  00 
960, 445, 000.  00 

Issued  for  cash     

4 

Maturing  Aug.  5, 1965 

3.968 

Issued   in  exchange  for  series  dated 
Aug  6  1964 

133, 651, 000. 00 
S69, 929, 000. 00 

4 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
Feb  4, 1965 

3.60 
3.90 
3.60 

<  3.  590 

20, 000, 000. 00 

8 

May  10,  1965    „          -              ...     

15,  000, 000.  00 

10 

Feb.  10, 1965 

10,  000, 000. 00 

11 

Treasury  bills: 
Regular  weekly: 
Dated  Aug  13, 1964 

Redeemed  in  exchange  for  series  issued 
Feb.  11,  1965,  due  May  13,  1965 

179, 629, 000. 00 

Redeemed  in  exchange  for  series  dated 
Feb  11,  1965,  due  Aug.  12,  1965 

132, 922,  000.  00 

Redeemable  for  cash 

1, 789, 236, 000.  00 

11 

Maturin?  Mav  13   1965 

3.  903 

Issued  in  exchange  for  series  dated  Aug. 
13  1964 

179, 629,  000.  00 
1, 020, 728, 000.  00 

11 

Maturing  Aue  12   1965 

3.987 

Issued  in  exchange  for  series  dated  Aug. 
13  1964                                           

132,  922,  000.  00 
868, 314,  COO.  00 

Issued  for  cash 

15 

Treasury    bonds,    foreign    currency    series, 
maturing: 
Feb   15  1965 

3.14 

4.114 
2^8 

49, 970, 000.  00 

Aue   1   1966 

50,  238, 633. 51 

15 

Treasury  bonds  of  1965 

Redeemed  in  exchange  for  4%  Treasury 
notes  Series  E-1966                         

518, 471, 000. 00 

Redeemable  for  cash 

1,649,096,500.00 

15 

Treasiirv  notes   Series  E-1966 

4.00 

Issued  in  exchange  for  2%%  Treasury  bonds 

of 1Q65 

518, 471,  000. 00 
1, 735, 350,  000.  00 

18 

Treasury  biUs: 
Regular  weekly: 
Dated  Aug  20  1964 

<  3.  615 

Redeemed  in  exchange  for  series  issued 
Feb  18  1965  due  Mav  20. 1965 

12, 338, 000.  00 

Redeemed  in  exchange  for  series  dated 
Feb  18  1965  due  Aug  19. 1965 

1, 847,  000.  00 

2, 088, 202,  000.  00 

18 

Mi^tiirinEf  Mav  20   1965 

3.936 

Issued  in  exchange  for  series  dated  Aug. 
''0  1964 

12, 338, 000. 00 
1, 187, 733, 000. 00 

Issued  for  cash 

Footnotes  at  end  of  table. 


654 


19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  44. — Issues,   maturities,    and   redemptions    of  interest-bearing    public    debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ' 

1965 
Feb.   18 

Treasury  bills— Continued 
Regular  weekly— Continued 
Maturing  Aug.  19,  1965 

Percent 
4.015 

Issued  In  exchange  for  series  dated  Aug. 
20,1964 

$1,847,000.00 
993,511,000.00 

25, 154,  798.  76 

Issued  for  cash 

23 

Treasury  bonds,  foreign  currency  series,  ma- 
turing Aug.  23,  1966 

4.09 
4  3.  706 

25 

Treasury  bills: 
Regular  weekly: 
Dated  Aug;.  27.  1964 

Redeemed  in  exchange  for  series  issued 
Feb.  25,  1965,  due  Mav  27,  1965     

$234, 346,  000.  00 

Redeemed  in  exchange  for  series  dated 
Feb.  25,  1965,  due  Aug.  26,  1965 

142, 991,  000.  00 

Redeemable  for  cash 

1, 724,  865, 000.  00 

25 

Maturing  May  27,  1965 

Issued  in  exchange   for   series    dated 
Aug.  27,  1964 

Issued  for  cash 

3.989 

234,346,000.00 
966, 571, 000. 00 

25 

Maturing  Aug.  26,  1965 

4.043 

Issued  in  exchange  for  series  dated 
Aug.  27,  1964 

142,991,000.00 
860, 395,  000. 00 

405, 379. 80 
2,846,060.21 
3, 922,  561. 89 
7, 342, 641.  77 
4, 016, 460. 42 
3, 325, 833. 85 
3, 440, 408.  50 
3, 898, 854. 19 
4,  211, 253. 13 
3, 978, 376.  59 

3,  316, 028.  85 
1,734,945.44 

4,  441, 099. 34 
4, 963, 532.  58 
5, 565, 098.  03 

5,  938, 402.  16 
6,212,084.50 

-17.52 
5, 657,  865.  87 
5,998,647.88 
2, 936,  286.  81 
2,  564, 401. 48 
6, 352, 110. 56 
6, 647,  709. 13 
6, 026,  763. 06 
7,496,894.73 

240, 268,  771. 54 
19, 570, 593.  76 

103,518,423.62 

Issued  for  cash 

28 

U.S.  savings  bonds: « 

Series  E-1941 

7  3.  223 

7  3.  252 

7  3.  277 

'  3.  298 

7  3.316 

7  3. 327 

7  3.  346 

7  3.  366 

7  3.  344 

7  3.  347 

7  3.  378 

3.400 

7  3.451 

7  3.  468 

7  3.  497 

7  3.  522 

7  3.  546 

3.560 

7  3.  653 

7  3.  690 

3.  730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

2, 194, 589. 80 

Series  E-1942 

9, 182, 200. 08 

Series  E-1943 . 

14,  668, 054. 15 

Series  E-1944 

23,  688,  293.  97 

Series  E-1945 

16,  770, 420. 48 

Series  E-1946 

8, 015, 183.  84 

Series  E-1947... 

9, 189,  637.  25 

Series  E-194S 

9.920,996.31 

Series  E-1949 

10,  122,  010.  21 

Series  E-1950 

9, 461,  947.  90 

Series  E-1951...     .. 

8, 480,  788. 94 

Series  E-1952  (January  to  April). 

2, 853,  584.  68 

Series  E-1952  (May  to  December) 
Series  E-1953 

6,  602,  468.  88 
12, 860, 988.  62 

Series  E-1954 

20,  590, 017.  18 

Series  E-1955 . 

14,  650, 124.  04 

Series  E-1956 

8,  493,  429.  52 

Series  E-1957  (January)  _  _. 

720,  783.  28 

Series  E-1957  (February  to  December).. . 
Series  E-1958 

7,415,411.00 
8.  573,  628.  79 

Series  E-1959  (.January  to  May) 

3,  353,  048. 14 

Series  E-1959  (June  to  December) 

Series  E-1960 

4,  737,  929.  22 
9, 176,  617.  28 

Series  E-1961 

10,  876. 155.  98 

Series  E-1962 

12, 069, 484. 84 

Series  E-1963 

20,669,299.41 

Series  E-1964 

89,  871.  598.  29 

Series  E-1965 

750.  00 

Unclassified  sales  and  redemptions 

44,  410,  127.  05 

Series  H-1952 

7  3.  392 

7  3. 409 

7  3.  439 

7  3. 467 

7  3.  496 

3.  520 

7  3.  626 

7  3.  679 

3.720 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

425.  000.  00 

Series  H-1953 

1,  327,  500.  00 

Series  11-1954 

4,  497,  000.  00 

Series  H-1955 

7, 956,  500.  00 

Series  H-1956 

2, 142,  500. 00 

Series  H-1957  (January). 

248,  500.  00 

Series  H-1957  (February  to  December)... 
Series  H-1958.. 

1,  583,  500.  00 

2,311,500.00 

Series  H-1959  (January  to  May) 

1,  037,  000.  00 

Series  H-1959  (June  to  December) 

Series  H-1960 

964,  500.  00 

2, 000. 00 

2,  748, 500.  00 

Series  H-1961 

2,  872,  000.  00 

Series  11-1962 

2,  275, 000.  00 

Series  H-1963 . 

2,  069,  000.  00 

Series  H-1964. 

28, 825, 500.  00 

42, 529,  500.  00 

'-18,844,000.00 

169,68.5.20 

351,806,23 

265. 193.  63 

297, 159.  80 

76,  344.  80 

1, 422, 000.  00 

Series  H-1965 

Unclassified  sales  and  redemptions 

151, 000. 00 

Series  J-1953.. 

2.76 
2.76 
2.76 

2.76 
2.76 

4,  292,  740.  20 

Series  J-1954 

987,451.80 

Series  J-1955 

819,  023.  43 

Series  .T-1956 

Series  J-1957 

Unclassihed  redemptions  ....  

591.180.75 

57,  590.  75 

»— 3,070, 140.  77 

Series  K-1953 

2.76 
2.76 

18.  505,  000.  00 

Series  K-1954 

2, 189,  500.  00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions    of   interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Securities 


U.S.  savings  bonds'" — Continued 

Series  K-1955 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions 

Treasury  notes,  Series  B-1966 

Adjustments  of  redemptions  » 

Treasury  bonds  of  1966 

Adjustments  of  redemptions  ' 

Treasury  notes,  Series  C-1966 

Adjustments  of  redemptions  » 

Treasury  bonds  of  1965 

Adjustments  of  redemptions  ' 

Treasury  notes.  Series  A-1967 

Adjustments  of  redemptions  » 

Treasury  notes.  Series  B-1965 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1967 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1970 

Adjustments  of  issues  » 

Treasury  bonds  of  1974 

Adjustments  of  issues  ' 

Treasury  bonds  of  1987-92 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  REA  Series 

Treasury  bonds.  Investment  Series  B-1975-80.. 

Redeemed    in   excliange    for    Treasury 

notes,  Series  E  0-1969 

Treasury  notes.  Series  E 0-1969 

Miscellaneous 


Total  February. 


Treasury  bills: 
Other: 

Issued,  Mar.  3,  1964 

Redeemed  in  exchange  for  series  dated 

Feb.  28, 1965,  due  Feb.  28, 1966 

Ri>deemable  for  cash 

Maturin?  Feb.  28, 1966 

Issued   in  exchange   for    series   dated 

Mar.  3. 1964 

Issued  for  cash.; 

Treasury    bonds,    foreign    currency    series, 

maturineSept.6.1966 

Treasury  bills: 
Regular  weekly: 

Dated  Sept.  3,  1964 

Redeemed  in  exchange  for  series  issued 

Mar.  4,  1965,  due  June  3,  1965 

Redeemed  in  e.xchauee  for  series  dated 

Mar.  4,  1965,  due  Sept.  2,  1965 

Redeemable  for  cash 

Maturing  .lune  3,  1965 

Issued  in  exchange  for  series  dated  Sept. 

3,  1964 

Issued  for  cash 

Maturing  Sept.  2,  1965 

Issued   in   exchange   for  series  dated 

Sept.  3,  1964 

Issued  for  cash 

Certificates  of  indebtedness,   foreign   series 
maturing: 

June  8,  1965 

Mar.  9,  1965 

June  9,  1965 

Treasury  bills: 
Retiular  weekly: 

Dated  Sept.  10,  1964 

Redeemed  in  exchange  for  series  issued 

Mar.  11,  1965,  due  June  10,  1965 

Redeemed  in  exchange  for  series  dated 

Mar.  11,  1965,  due  Sept.  9,  1965 

Redeemable  for  cash 


Rate  of 
interest  ' 


Percent 
2.76 
2.76 
2.76 


356 


"2% 


3M 


'I'M 


3.75 
2.00 
2.00 

2% 


IH 


3.765 


4.062 


4.11 

i  3.  765 


3.982 


4.037 


4.00 
3.85 
3.95 


«  3.  747 


Amount  issued  3 


-$2, 398, 000.  00 
'23,'579,'500.'00" 


—3, 000.  00 

91,944.73 

162,000.00 

250, 000.  00 


6, 189, 000.  00 


12,715,165,538.82 


36.  599.  000,  on 
964,106,000.00 

25, 164.  537. 36 


228,  534, 000. 00 
971,  663, 000. 00 


135, 465, 000.  00 
864,  834, 000. 00 


50, 000, 000. 00 


15, 000, 000. 00 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


.$2,  233, 

1,  463. 

192, 

I  —9,  576, 


000.  00 
000.  00 
500.  00 
000.  00 


125, 
"8,"305," 


000.  00 

ooo.'oo 


—340, 
"2,'"832; 


000.  00 

ooo.'oo 


1,449, 
"—443," 
'9,'250," 


000.  00 

ooo.'oo 

500."  55 


13, 885.  68 

150,  000.  00 

85, 000.  00 


6, 189,  000.  00 
'45,'299,"i0O."05 


12,180,7.50,900.97 


36,  599, 000.  00 
963, 921, 000.  00 


228,534,000.00 

135,  465, 000. 00 
1,  736,  512, 000. 00 


30,  000, 000. 00 


184,  384, 000. 00 

75,  876, 000. 00 
1,  941,  579, 000. 00 


Footnotes  at  end  of  table. 
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Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 

1965 
Mar.  11 

Treasury  bills— Continued 
Regular  weekly— Continued 
Maturing  .Tune  10, 1965 

Percent 
3.948 

Issued  in  exchange  for  series  dated 
Sept.  10, 1964 

$184,  384, 000. 00 
1,016,370,000.00 

Issued  for  cash __  _        --. 

11 

Maturing  Sept.  9, 1965 

4.001 

Issued   in  exchange   for  series  dated 
Sept.  10, 1964 

75,  876,  000. 00 
924,  479,  000. 00 

Issued  for  cash 

16 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
Mar.  16,  1965 

3.90 
3.95 
3.90 

*  3.  794 

$30, 000, 000. 00 

.Tune  16, 1965... 

30,000,000.00 

Mar.  22,  1965 

5, 000, 000. 00 

18 

Treasury  bills: 
Regular  weekly: 
Dated  Sept.  17, 1964 

Redeemed  in  exchange  for  series  issued 
Mar.  18, 1965,  due  Tune  17,  1965 

188, 121, 000. 00 

Redeemed  in  exchange  for  series  dated 
Mar.  18, 1965,  due  Sept  16,  1965 

54, 174,  000. 00 

Redeemable  for  cash 

1,958,565,000.00 

18 

Maturing  Tune  17, 1965 

Issued   in  exchange  for  series  dated 
Sept.  17,  1964 

3.917 

188, 121,  000. 00 
1,  012,  872,  000. 00 

Issued  for  cash 

18 

Maturing  Sept.  16, 1965 

Issued  in  exchange  for  series  dated 
Sept.  17, 1964 

3.990 

54, 174. 000. 00 
948,  352, 000. 00 

Issued  for  cash.. 

22 

Tax  anticipation: 
Dated  Sept.  2,  1964  ... 

<  3.  542 

Redeemable  for  cash     

2, 504, 160, 000.  00 

22 

Certificates  of  indebtedness,  foreign  series, 
maturing: 

Mar.  22,  1965 

3.75 
3.75 
4.00 

3.90 

*  3.  793 

25,  000,  000.  00 

June  22,  1965    

25, 000,  000.  00 

23 

Treasury  bonds,  maturing  June  30,  1967 

Certificates  of  indebtedness,  foreign  series, 
maturing  May  10, 1965       .         .  . 

11,892,247.04 

25 

10,  000,  000.  00 

25 

Regular  weekly: 
Dated  Sept.  24,  1964 

Redeemed  In  exchange  for  series  dated 
Mar.  25,  1965,  due  June  24,  1965  . 

166,  420, 000.  00 

Redeemed  in  exchange  for  series  issued 
Mar.  25,  1965,  due  Sept.  23,  1965. 

140, 841,  000.  00 

Redeemable  for  cash    .    ... 

1, 801,  479, 000.  00 

25 

Maturing  June  24,  1965 

3  922 

Issued  in   exchange   for  series   dated 
Sept.  24,  1964 

166,  420, 000.  00 
1, 036, 334, 000.  00 

Issued  for  cash ... 

25 

Maturing  Sept.  23,  1965 

3.984 

Issued   in   exchange  for  series  "dated 
Sept.  24,  1964 

140, 841,  000.  00 
859,  616, 000.  00 

Issued  for  cash  

30 

Certificates  of  indebtedness,  foreign  series, 
maturing; 
Mar.  30,  1965 

3.75 
3.75 

3.867 
3.921 

3.719 

20,  000,  000. 00 

June  30,  1965     - 

20,  000,  000.  00 

31 

Treasury  certificates,  maturing: 
Mar.  31,  1965 

10, 355,  688. 18 

June  30,  1965     

10,  455,  801.  80 

31 

Treasury  bUls: 
Other: 
Dated  Apr.  8, 1964     ... 

Redeemed  in  exchange  for  series  issued 
Mar.  31,  1965,  due  Mar.  31,  1966 

49, 318, 000.  00 

Redeemable  for  cash 

952, 146, 000.  00 

31 

Maturing  Mar.  31,  1966 

3.987 

Issued   in   exchange  for  series   dated 
Apr.  8,  1964 

49, 318,  000.  00 
950,986,000.00 

378, 183. 10 
3, 041,  660.  74 
9, 417, 308. 65 

Issued  for  cash .  

31 

U.S.  savings  bonds:' 

Series  E-1941 

'  3.  223 
'  3.  252 
'  3. 277 

2, 772, 557. 90 

Series  E-1942 

12, 490, 479. 05 

Series  E-1943 

20,380,766.00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,    maturities,    and   redemptions   of  interest-hearing   public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

1965 
Mar.  31 

U.S.  sa vines  bonds «— Continued 
Series  E-1944 

Percent 

'  3.  298 

'3.316 

'  3.  327 

'  3. 346 

'  3.  366 

'  3. 344 

'  3. 347 

'  3.  378 

3.400 

'  3. 451 

'3.468 

'  3. 497 

'  3.  522 

'  3.  546 

3.560 

'  3.  653 

'  3. 690 

3.730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

$3,397,039.46 
3, 662, 355.  75 
3, 114, 980. 37 
3, 399, 194.  79 
3, 584,  796. 19 
3, 979,  295.  65 
3, 827,  289. 04 
3,220,759.11 
1, 654, 069.  88 
1,979,948.37 
5,  520, 094.  93 
5, 889, 079. 57 

10,447,841.88 

5,845,232.12 

8.66 

5, 413, 032. 06 

5, 909, 376.  52 

2, 812,  738.  62 

2, 660, 653.  02 

6,214,350.61 

6, 639,  748. 56 

6, 138,  752.  09 

7, 443, 223. 48 

169, 516, 912. 59 

370, 402, 293. 69 

8  -159,923,434.87 

$30, 029, 914.  53 

Series  E-1945 

23, 279, 228. 43 

Series  E-1946 -- 

10,986,653.51 

Series  E-1947 

11, 989,  228.  44 

Series  E-1948 

13, 122, 967. 04 

Series  E-1949 

13,  570, 756.  67 

Series  E-1950 

13,345,111.79 

Series  E-1951 

11,884,380.62 

Series  E-1952  (January  to  April) 

4,332,511.33 

Series  E-1952  (May  to  December) 

Series  E-1953 ..        

9, 219,  769. 00 
18, 270, 581.  35 

Series  E-1954. 

26, 105, 843. 46 

Series  E-1955... 

23, 342, 598. 67 

Series  E-1956 

13, 659, 081. 43 

Series  E-1957  (January) _  . 

1,261,116.97 

Series  E-1957  (February  to  December)... 
Series  E-1958 

12,790,418.05 
15, 172, 804.  51 

Series  E-1959  (January  to  May) 

9, 167, 044. 83 

Series  E-1959  (June  to  December) 

Series  E-1960 

13,201,585.08 
16, 574, 433.  77 

Series  E-1961 

24, 354, 684. 95 

Series  E-1962 

23, 209, 414.  78 

Series  E-1963 ..    

35, 075, 607. 08 

Series  E-1964 

162, 540, 566. 30 

Series  E-1965 

113,756.25 

Unclassified  sales  and  redemptions  _. 

8-142,398,106.00 

Series  11-1952 

'  3. 392 

'3.409 

'  3. 439 

'  3.  467 

'  3. 496 

3.526 

'  3.  626 

'  3.  679 

3.  720 

3.750 

3.750 

3.750 

3.750 

3.  750 

3.750 

3.750 

1, 102, 500. 00 

Series  11-1953 

3, 021, 000. 00 

Series  H-1954 

9,024,000.00 

Series  11-1955 

14,  732, 500.  00 

Series  H-1956 

4, 697, 000.  00 

Series  H-1957  (January) 

350, 000. 00 

Series  H-1957  (February  to  December)... 
Series  H-1958 

3, 292, 000.  00 

5, 048, 500. 00 

Series  11-1959  (January  to  May) 

2,058,500.00 

Series  H-1959  (June  to  December) 

Series  H-1960. 

2, 134, 500.  00 

6, 538, 000.  00 

Series  PI-1961 

5,801,500.00 

Series  H-1962 

22,'600."00 

1,821,000.00 

54, 592, 000. 00 

8-704,000.00 

181,964.40 

315, 991. 52 

319, 405. 80 

240, 820. 30 

81, 566. 45 

4, 549, 500. 00 

Series  H-1963 

4, 543,  500.  00 

Series  H-1964.... 

3,317,000.00 

Series  H-1965 .. 

64, 000.  00 

Unclassified  sales  and  redemptions 

8  -24, 984, 500. 00 

Series  J-1953 

2.76 
2.76 
2.76 
2.76 
2.76 

4,700,823.00 

Series  J-1954.  ... 

1, 281, 355. 40 

Series  J-1955 

1, 268, 314. 44 

Series  J-1956 ... 

1, 135, 641. 15 

Series  J-1957 

449, 053. 85 

8-1,588,053.06 

Series  K-1953 

2.76 
2.76 
2.76 
2.76 
2.76 

13, 102, 000. 00 

Series  K-1954 

5, 055, 000.  00 

Series  K-1955 

3, 973, 500. 00 

Series  K-1956 

2,114,500.00 

Series  K-1957 

615, 500. 00 

Unclassified  redemDtions 

8-7,629,500.00 

31 

Trptisnrv  bonds  of  1966 

m 

AdinstiTipnts  of  redemntions  ^ 

-11,004,500.00 

31 

Trpasiirv  bonds  of  1967 

3H 

Adjustments  of  redemptions  ^ 

-91,500.00 

31 

Trpfisnrv  notes.  Series  B-1965 

3}i 

-979, 000. 00 

31 

Treasury  notes,  Series  E-1965 

4.00 

\diustiTipnts  of  redemntions  * 

-247,000.00 

31 

3-)^ 

Adinstnients  of  redemntions  " 

624, 000. 00 

31 

3Vs 

Adinstments  of  redemntions  ^ 

3, 389, 000. 00 

31 

Treasurv  notes   Series  A-1967 

m 

Adinstments  of  redemntions  ^ 

1, 170,  000. 00 

31 

Treasurv  bonds  of  1970 

4.00 

-482,000.00 

31 

Treasurv  bonds  of  1974 

4^ 

3, 477, 000. 00 

31 

Treasurv  bonds  of  1987-92 

4H 

-10,127,500.00 
108,851.69 
396,000.00 

31 

U  S  retirement  plan  bonds     .        

3.75 
2.00 

10, 655. 67 

31 

Depositary  bonds,  First  Series 

11, 673, 000. 00 

Footnc 

tes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions    of  interest-bearing   public    debt 
securities,  excluding  special  issues,  July  1964'-June  1965 — Continued 


Date 


1965 
Mar.  31 
31 


31 
31 


Apr.     1 


12 
12 


14 
14 


15 


15 


15 


20 


20 


22 


Securities 


Treasury  bonds,  REA  Series 

Treasury  bonds,  Investment  Series  B-1975-80. 
Redeemed  in  exchange  for  1^%  Treasury 

notes,  Series  EO-1969 

Treasury  notes.  Series  EO-1969 

Miscellaneous 


Total  March. 


Treasury  notes,  Series  EA-1965 

Redeemable  for  cash 

Treasury  certificates,  maturing  June  30, 1965_. 
Certiflcates  of  indebtedness,  foreign  series, 

maturing  July  1,  1965 

Treasury  bills: 
Regular  weekly: 

Dated  Oct.  1,  1964 

Redeemed  in  exchange  for  series  issued 

Apr.  1,  1965,  due  July  1,  1965 

Redeemed  in  exchange  for  series  dated 

Apr.  1,  1965,  due  Sept.  30,  1965 

Redeemable  for  cash 

Maturing  July  1,  1965 

Issued  in  exchange  for  series  dated  Oct. 

I,  1964 - 

Issued  for  cash... 

Maturing  Sept.  30,  1965 

Issued  in  exchange  for  series  dated  Oct. 

1,  1964 

Issued  for  cash 

Dated  Oct.  8,  1964.. 

Redeemed  in  exchange  for  series  issued 

Apr.  8,  1965,  due  July  8,  1965 

Redeemed  in  exchange  for  series  dated 

Apr.  8,  1965,  due  Oct.  7,  1965 

Redeemable  for  cash 

Maturing  July  8,  1965 

Issued  in  exchange  for  series  dated  Oct. 

8,  1964 

Issued  for  cash 

Maturing  Oct.  7,  1965 

Issued  in  exchange  for  series  dated  Oct. 

8,  1964 

Issued  for  cash 

Treasury  certifieates,  maturing  June  30,  1965. 
Certificates  of  indebtedness,   foreign  series, 
maturing: 

Apr.  12,  1965 

July  12,  1965... 

May  10,  1965 

Treasury  certificates,  maturing  Apr.  30,  1965. 
Treasury  bills: 
Regular  weekly: 

Dated  Oct.  15,  1964 

Redeemed  in  exchange  for  series  issued 

Apr.  15,  1965,  due  July  15,  1965 

Redeemed  in  exchange  for  series  dated 

Apr.  15.  1965,  due  Oct.  14,  1965 

Redeemable  for  cash 

Maturing  July  15,  1965 

Issued  In  exchange  for  series  dated  Oct. 

15,  1964 

Issued  for  cash 

Maturing  Oct.  14,  1965 

Issued  in  exchange  for  series  dated  Oct. 

15,  1964 

Issued  for  cash 

Treasury    bonds,    foreign    currency    series, 
maturing: 

Apr.  20,  1965 

July  20,  1966 

Certiflcates  of  indebtedness,  foreign  series, 
maturing: 

Apr.  20,  1965 

Apr.  22,  1965 

July  22,  1965 


Rate  of 
interest ' 


Percent 
2.00 
2% 


IH 


m 


3.921 
3.95 


*  3. 800 


3.921 


3.993 


4  3.  791 


Amount  issued ' 


$269, 000.  00 


21, 820, 000.  00 


11, 552, 883, 223.  95 


16,  980, 000.  00 
100,  000, 000.  00 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


$390, 000. 00 


21,820,000.00 
"69,'2i2,'866.'6o 


13, 854, 922, 681.  46 


465, 673,  000.  00 


198,  776, 000.  00 

144, 444,  000.  00 
1,756,967,000.00 


198,  776, 000.  00 
1,001,390,000.00 


144, 444, 000.  00 
857, 619, 000. 00 


3.942 


3.993 


3.921 


75 
75 
90 
41 


*  3.  772 


3.937 


191, 332, 000. 00 
1, 010, 487, 000. 00 


92,  530, 000.  00 
908,  731, 000. 00 


5, 000, 000. 00 


120,905,227.51 


191, 332, 000. 00 

92, 530, 000.  00 
1, 719, 154, 000.  00 


212, 966. 47 


5,  000, 000. 00 


5, 000, 000. 00 


3.991 


3.61 
4.02 


3.85 
3.85 
3,95 


171,  422, 000. 00 
1, 029, 246,  000. 00 


86, 422, 000.  00 
914, 277, 000. 00 


23, 025,  558. 37 


50, 000, 000. 00 


171, 422,  000.  00 

86,  422,  000. 00 
1, 846, 273,  000. 00 


23, 174, 433. 96 


5, 000, 000. 00 
50, 000, 000. 00 


Footnotes'at  end  of  table. 


TABLES 


659 


Table  44. — Issues,    maturities,    and   redemptions   of   interest-bearing   public   debt 
securities,  excluding  special  issues,  July  1964-June  1965 — Continued 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  2 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ^ 

1965 
Apr.  22 

Treasury  bills: 
Regular  weekly: 
Dated  Oct.  22,  1964 

Percent 
*  3. 784 

Redeemed  in  e.\change  for  series  issued 
Apr.  22.  1965,  due  Julv  22,  1965      

$219,233,000.00 
155  258, 000.  00 

Redeemed  in  e.xchange  for  series  dated 
Apr.  22,  1965  due  Oct.  21,  1965 

Redeemable  for  cash 

1,826,560,000.00 

22 

Maturing  July  22.  1965 

3.946 

Issued  in  exchange  for  series  dated  Oct. 
22,  1964 

$219,233,000.00 
982, 331, 000. 00 

Issued  for  cash        _             .          . 

22 

Maturing  Oct.  21,  1965 

4.008 

Issued  in  exchange  for  series  dated  Oct. 
22,  1964       

155,258,000.00 
846,264,000.00 

Issued  for  cash                                       ,  _ 

29 

Dated  Oct.  29,  1964       -  .             

*  3. 792 

Redeemed  in  exchange  for  series  issued 
Apr.  29,  1965,  due  Julv  29,  1965 

205, 496, 000. 00 

Redeemed  in  exchange  for  series  dated 
Apr.  29,  1965,  due  Oct.  28,  1965 

153,200,000.00 

Redeemable  for  cash                   ..  

1,846,923,000.00 

29 

Maturing  July  29,  1965  .         -- 

3.916 

Issued  in  exchange  for  series  dated  Oct. 
29,  1964                                       

205, 496, 000.  00 
995, 602, 000.  00 

Issued  for  cash                      

29 

Maturing  Oct  28.  1965 

3.978 

Issued  in  exchange  for  series  dated  Oct. 
29,  1964                             

153,200,000.00 
850, 075, 000. 00 

Issued  for  cash 

30 

Other: 
Dated  Mav  6  1964 

3.705 

Redeemed  in  exchange  for  series  dated 
Aor  30  1965  due  Aor  30  1966 

120, 884, 000.  00 

Rfiflepmable  for  cash 

880,  555, 000. 00 

30 

Maturing  Aor  30  1966                           .  -- 

3.996 

Issued  in  exchange  for  series  dated  May 
6  1964 

120, 884, 000.  00 
880, 278, 000. 00 

30 

Treasury  certificates,  maturing  Apr.  30,  1965.- 
Treasury  certificates,  maturing  May  31,  1965.- 
U.S.  savings  bonds: « 

Series  E-1941                       -  --- 

3.41 
3.45 

'  3.  223 

'  3.  252 

'  3.  277 

'  3.  298 

'  3.  316 

'  3.  327 

'  3. 346 

'  3.  366 

'3.344 

'  3. 347 

'  3.  378 

3.400 

'  3. 451 

'  3.  468 

'  3. 497 

'  3.  522 

'3.546 

3.560 

'  3.  653 

'  3. 690 

3.730 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

3.750 

120, 905, 227.  51 

30 

121, 031, 737. 44 

453, 053.  85 
3, 139. 030.  49 
7,  260,  708.  20 
3, 098, 967.  94 
4,502,051.95 
3, 199, 852.  23 
3,  203, 827.  06 
3, 426. 583. 64 
3, 685, 727. 17 
3,  503, 100.  07 
3,258,346.88 
1,  460,  897.  58 
1,773,410.75 
4,297,371.72 
4, 742, 899.  50 
8, 874, 748.  37 

5,  772, 160. 87 
-27,  844.  74 

5, 617, 058. 08 
5,951,692.39 
2, 685, 332.  68 
3,  213, 345. 14 
6,341,837.31 

6,  766, 185. 18 
6,451,891.21 
8,271,276.30 

11,614,430.90 

357,  273,  562.  50 

8  -8, 535, 058.  07 

30 

1,956,179.21 

Series  E-1942              

8,618,291.68 

Series  E-1943           

14,579,179.92 

Series  E-1944                   -  

18, 435, 988. 17 

Series  E-1945            

16,  074,  877. 14 

Series  E-1946         

7, 380, 150.  72 

Series  E-1947                     

7, 979, 348.  50 

Series  E-1948            

8,  686,  884. 11 

Series  E-1949 - 

9,  414, 588. 49 

Series  E-1950 

8, 988,  513.  47 

Series  E-1951            -  -- 

8, 266,  528.  63 

Series  E-1952  (January  to  April) 

3, 070, 425. 06 

Series  E-1952  (May  to  December) 

Series  E-1953 

6, 087, 357.  08 
12,  540, 252.  50 

Series  E-1954 

16, 755, 241. 80 

Series  E-1955                   

19, 684, 040.  47 

Series  E-1956         

10, 157, 149. 92 

Series  E-1957  (January)     - -  --- 

858, 835.  53 

Series  E-1957  (February  to  December)... 
Series  E-1958                            .  . -- 

9, 328, 247. 61 
10,  546,  509.  85 

Sprios  R-1Q5Q  fJanuarv  to  Mav^            -  __ 

5, 374, 350. 97 

Series  E-1959  (June  to  December) 

Series  E-1960                       

7,  407, 343.  27 
12, 032, 464.  77 

Series  E-1961                

17,  539, 392. 63 

Series  E-1962                             

16, 780,  321.  91 

Series  E-1963              

26, 891, 570.  33 

Series  E-1964 

100, 734, 990. 88 

Series  E-1965                

38, 371,  462.  50 

TTnf^la5isiriod  sales  and  redemotions 

16,  560, 693.  64 

Series  H  1952                                     .. 

'  3. 392 
'  3. 409 
'3.439 
'  3.  467 
'  3.  496 
3.520 

552, 000.  00 

SpHps  H   1Q.5.^                                                   .   - 

1, 433, 500.  00 

Series  H  1954                              -          

4, 025,  500. 00 

Rprips  H-lQ.5.'i 

10, 963,  500.  00 

Series  H  1956                                      

2, 239,  000. 00 

Series  H-1957  (January) 

175, 500. 00 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   inaturities,    and   redemptions   of  inter est'hearing   public   debt 
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Date 


Securities 


Rate  of 
interest  ' 


Amount  issued  2 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


1965 
Apr.  30 


30 
30 
30 
30 


30 
30 
30 


U.S.  savings  bonds'— Continued 

Series  H-1957  (February  to  December).., 

Series  H-1958 

Series  H-1959  (January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-1964 

Series  H-1965 

Unclassified  sales  and  redemptions 

Series  J-1953 

Series  J-1964 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1953 

Series  K-1954 

Series  K-1955 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  EEA  Series 

Treasury  bonds,  Investment  Series  B-1975- 

80 

Redeemed  in  exchange  for  Treasury  notes: 

Series  EO-1969 

Series  EA-1970 

Treasury  notes.  Series  EO-1969 

Treasury  notes,  Series  EA-1970 

Miscellaneous 


Percent 
'  3.  626 
7  3.  679 
3.720 
3.750 
3.750 
3.750 
3.750 
3.750 
3.750 
3.750 


2.76 
2.76 
2.76 
2.76 
2.76 


$10, 500. 00 

436,000.00 

54, 429, 500. 00 

-3, 313, 500.  00 

168,103.60 

326,241.60 

333,495.96 

181,256.95 

82, 714. 45 


2.76 
2.76 
2.76 
2.76 
2.76 


3.75 
2.00 
2.00 

2H 


129, 254. 98 
915,000.00 
225, 000. 00 


$1, 796, 

2, 465, 

1,067, 

1,065, 

3, 343, 

2,839, 

2, 296, 

2,117, 

1,860, 

92 

-l,95l', 

5, 375, 

853, 

686, 

593, 

217, 

8  -807, 

11,564, 

2, 586, 

2, 692, 

1,040, 

218, 

I  -2,646, 

14, 

21,899, 

323, 


000. 00 
500. 00 
500.  00 
500. 00 
000.  00 
500.  00 
000. 00 
000. 00 
500. 00 
500. 00 
000. 00 
290. 00 
244. 00 
979. 14 
479. 10 
185.10 
657. 30 
000. 00 
500. 00 
000. 00 
000. 00 
500. 00 
000.  00 
633.  97 
000. 00 
000. 00 


Total  April. 


May    6 


13 


13 


13 


17 


Treasury  bills: 
Regular  weekly: 

Dated  Nov.  5, 1964 

Redeemed  in  exchange  for  series  issued 

May  6, 1965,  due  Aug.  5, 1965 

Redeemed  in  exchange  for  series  dated 

May  6, 1965,  due  Nov.  4, 1965 

Redeemable  for  cash 

Maturing  Aug.  5, 1965 

Issued  in  exchange   for  series   dated 

Nov.  5, 1964 

Issued  for  cash 

Maturing  Nov.  4, 1965 

Issued  in  exchange   for  series  dated 

Nov.  5, 1964 

Issued  for  cash 

Dated  Nov.  12,  1964.. 

Redeemed  in  exchange  for  series  issued 

May  13,  1965,  due  Aug.  12,  1965 

Redeemed  in  exchange  for  series  dated 

May  13,  1965,  due  Nov.  12,  1965 

Redeemable  for  cash 

Maturing  Aug.  12,  1965... 

Issued   in   exchange   for   series   dated 

Nov.  12,  1964 

Issued  for  cash 

Maturing  Nov.  12,  1965 

Issued  in  exchange  for  series  dated  Nov. 

12,  1964 

Issued  for  cash 

Treasury  notes.  Series  A-1965 

Redeemed  in  exchange  for: 

4%  Treasury  notes.  Series  A-1966 

4M%  Treasury  bonds  of  1974  (additional 

issue) 

Redeemable  for  cash 


<3.811 


3.901 


3.950 


4  3.830 


3.893 


3.950 


m 


34, 033, 000.  GO 
2,467,000.00 


34, 033, 000. 00 
2,467,000.00 


13.013,939,538.01 


229,265,000.00 
971.271,000.00 


161,892,000.00 
838, 522, 000. 00 


223, 098, 000. 00 
977, 871, 000.  00 


134, 210, 000.  00 
866, 647, 000.  00 


31,574.500.00 


12,880,561,462.71 


229, 265, 000. 00 

161,892,000.00 
1,811,320,000.00 


223, 098, 000. 00 

134, 210,  000.  00 
1, 843,  366, 000.  00 


796, 594, 000. 00 

733, 811, 000. 00 
285, 305, 000.  00 


Footnotes  at  end  of  table. 
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T.\BLE  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public 
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debt 


Date 

Securities 

Rate  of 

interest  ' 

Amount  issued » 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  3 

1965 
May  17 

Treasury  notes.  Series  C-1965 

Percent 

m 

Redeemed  in  exciiaiige  for: 
4%  Treasury  notes.  Series  A-1965 

$5, 107,  409,  000.  00 

1, 326, 852, 000.  00 
185, 856, 000.  00 

4M%  Treasury  bonds  of  1974  (additional 
issue) 

Redeemable  for  cash 

17 

Treasury  notes.  Series  A-1966... 

4.00 

Issued  in  excliange  for: 
45^%  Treasury  notes.  Series  A-1965 

.$796, 594, 000.  00 
5, 107, 409,  000.  00 

3>i%  Treasury  notes,  Series  C-1965 

17 

Treasury  bonds  of  1974  (additional  issue) 

Issued  in  excliange  for: 
i%%  Treasury  notes,  Series  A-1965. 

4M 

733, 811,  000. 00 
1,326,852,000.00 

3%%  Treasury  notes,  Series  C-1965 

17 

Treasury    bonds,    foreign    currency    series, 
maturing: 
May  16, 1965 

3.26 

4.08 

3.90 
*  3. 861 

20,  055, 151.  67 

May  16, 1967 

20, 150, 118.  38 
50, 000, 000. 00 

18 

Certiflcates  of  indebtedness,  foreign  series, 
maturing  Aug.  18,  1965 

20 

Treasury  bills: 
Regular  weekly: 
Dated  Nov.  19,  1964 

Redeemed  in  exchange  for  series  issued 
May  20,  1965,  due  Aug.  19,  1965 

187, 615, 000. 00 

Redeemed  in  exchange  for  series  dated 
May  20,  1965  due  Nov.  18,  1965 

105,  007, 000.  00 

Redeemable  for  cash ._ 

1, 908,  272, 000.  00 

20 

Maturing  Aug.  19,  1965                    

3.897 

Nov.  19, 1964 

187,615,000.00 
1, 013, 276, 000.  00 

Issued  for  cash 

20 

Maturing  Nov.  18,  1965 

3.955 

Issued  in  exchange   for  series   dated 
Nov.  19,  1964 

105, 007, 000.  00 
896,  771, 000.  00 

Issued  for  cash 

20 

Treasury  bonds,  foreign  currency  series,  ma- 
turing: 
May  20, 1965 

3.22 
4.09 

4.00 
3.95 
3.95 
3.95 
3.90 

4  3.968 

10, 029, 335. 81 

May  22, 1967                                         - 

10,  074,  551.  68 

25 

Certiflcates  of  indebtedness,  foreign  series, 
maturing: 
June  8, 1965                         

32,  000,  000.  00 

June  9, 1965 

15,  000,  000.  00 

June  16, 1965                                            -  . 

30,  000, 000.  00 

July  22, 1965                        

50, 000,  000.  00 

Aug  25.  1965 

100,  000, 000.  00 

97 

Treasury  bills: 
Regular  weekly: 
Dated  Nov  27  1964 

Redeemed  in  exchange  for  series  issued 
Mav  27  1965  due  Aug.  26, 1965 

216,  539,  000.  00 

Redeemed  in  exchange  for  series  dated 
Mav  27  1965  due  Nov.  26.  1965 

143, 374,  000.  00 

Redeemable  for  cash 

1, 841, 106, 000.  00 

27 

Matnrine  AriE'  26  1965 

3.889 

Issued  in  exchange  for  series  dated  Nov. 
97  1964 

216,  539,  000.  00 
983, 121,  000.  00 

27 

Maturine  Nov  26  1965 

3.944 

Issued  in  exchange  for  series  dated  Nov. 
27   1965 

143, 374,  000.  00 
857, 411,  000.  00 

Ts*=;]ipfl  for  oash 

31 

other: 

Dntpd  Time  9   1Q64 

3.719 

"Rpflpprnfir]  fnp  cash 

i»  90, 993,  000. 00 

31 

Matnrin?  Mav  31    lQ6fi 

3.954 

"3,063,000.00 

31 

Treasury  certificates  maturing: 
Mav  31   1965 

3.45 
3.54 

'  3.  223 
'  3.  252 
^  3. 277 
7  3.  298 
7  3.  316 
'  3. 327 

121,  031,  737.  44 

Tiinp  Sn   1Qfi5 

91, 368,  211. 16 

834, 272. 88 
3, 311,  082.  02 
3, 877,  470.  76 
5, 285, 236.  70 
10, 896, 437.  48 
3, 179, 097. 42 

31 

U.S.  savings  bonds: ' 

Series  E-1941              ..  --- 

1, 449,  958.  46 

Series  E-1942         

7, 219, 804.  90 

Series  E-1943                

12, 352,  793.  20 

Series  E-1944    

14, 631, 132.  01 

Series  E-1945 

13,  563, 800.  01 

Series  E-1946 _,.—,—. 

6, 276,  058.  26 

Footnotes  at  end  of  table. 
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Date 


1965 
May  31 


31 

31 

31 
31 
31 
31 


31 
31 


Securities 


U.S.  savings  bonds  ' — Continued 

Series  E-1947 

Series  E-1948 

Series  E-1949 

Series  E-1950 

Series  E-1951 

Series  E-1952  (January  to  April) 

Series  E-1952  (May  to  December) 

Series  E-1953 

Series  E-1954 

Series  E-1955 

Series  E-1956 

Series  E-1957  (January) 

Series  E-1957  (February  to  December)... 

Series  E-1958 

Series  E-1959  (January  to  May) 

Series  E-1959  (June  to  December) 

Scries  E-1960 

Series  E-1961 

Series  E-1962 

Series  E-1963 

Series  E-1964 

Series  E-1965 

Unclassified  sales  and  redemptions 

Series  H-1952 

Series  H-1953 

Series  H-1954 

Series  H-1955 

Series  H-1956 

Series  H-1957  (January) 

Series  H-1957  (February  to  December).-. 

Series  H-1958 

Series  H-1959  (.January  to  May) 

Series  H-1959  (June  to  December) 

Series  H-1960 

Series  H-1961 

Series  H-1962 

Series  H-1963 

Series  H-1964 

Series  H-1965 

Unclassified  sales  and  redemptions 

Series  J-19.53 

Series  J-1954 

Series  J-1955 

Series  J-1956 

Series  J-1957 

Unclassified  redemptions 

Series  K-1953 

Series  K-1954 

Series  K-1955 

Series  Iv-1956- 

Series  K-1957 

Unclassified  redemptions 

Treasury  bonds  of  1967 

Adjustments  of  redemptions  ' 

Treasury  bonds  of  1974 

Adjustments  of  issues  ' 

U.S.  retirement  plan  bonds 

Depositary  bonds,  First  Series 

Treasury  bonds,  RRA  Series.. 

Treasury  bonds,  Investment  Series,  B-1975- 

80  

Redeemed  in  exchange  for  IH%  Treasury 

notes,  Series  EA-1970 

Treasury  notes.  Series  EA-1970 

Miscellaneous 


Total  May. 


Rate  of 
interest  ' 


Percent 

'  3.  346 

'  3. 366 

7  3. 344 

'  3.  347 

'  3.  378 

3.400 

'  3.  451 

'  3.  468 

'  3.  497 

7  3.  522 

'  3.  546 

3.560 

'  3.  653 

7  3.  690 

3.730 

3.750 

3.750 

3.750 

3.  750 

3.750 

3.750 

3.750 


'  3.  392 

'  3.  409 

'  3.  439 

^  3.  467 

7  3.  496 

3.520 

'  3.  626 

^  3.  679 

3.720 

3.750 

3.  750 

3.  750 

3.  750 

3.750 

3.  750 

3.750 


2.76 

2.76 
2.76 
2.76 
2.76 


76 
76 
76 
76 
76 


3H 
"iVi 


3.75 

2.00 
2.00 

234 


IH 


Amount  Issued  ' 


.$2,  925, 
3,  427, 
3,  607, 
3,  392, 

3,  041, 
-27, 

1,  724, 

4,  249, 
4, 492, 
8,  298, 

5,  588, 

5,  830, 

5,  565, 

2,  508, 
2,  940, 
5. 834. 

6,  420. 
6,  219, 
7,241, 
5,851, 

298, 182, 
27,817, 


729.  00 
495. 18 
592.  41 
129. 13 
060.  76 
200.  52 
240.  70 
388.  50 
075.  05 
758.  54 
925.  97 
-24.38 
562.  42 
617.  59 
827,  84 
197.  60 
8.50. 19 
067.  62 
199.  41 
334.  27 
.582.  94 
756.  75 
558.  73 


112,500  00 

51,585,500  00 

«  -7,495,000  00 

183,  772.  00 

362,  238.  80 

28,5,102.  15 

178.713.15 

-309.  75 


679,  000.  00 
108,  829.  21 
666,  000.  00 
275, 000.  00 


3, 089,  000.  00 


17,537,758.549.74 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity ' 


$6,  458, 
7,  309, 
7,  523, 

7,  270, 

6,  508, 

2,  867, 
4,  974, 

10,  294, 
13, 195, 
16,  979, 

8,  449, 
633, 

7,  963, 

8,  885, 
4,464, 
6, 335, 

10,090, 

13,  416, 

14,081. 

22,  464, 

71,740, 

55,  307, 

19,  436, 

45, 

141, 

387, 

4,  671, 

207. 

5, 

129, 

187, 

86. 

89. 

220, 

118, 

160, 

190, 

172, 

■53. 

33.  763. 

3,  663, 

15, 

95, 

101, 


2, 088, 

6,  511 

113, 

235, 

112 

7, 

9,119 


987.  03 
083.  02 
328.  16 
475.  42 
539. 63 
217.  22 

499.  85 
186.  43 
918.  08 

413.  84 

475. 13 
653.  02 
154.  03 
405. 12 
639.  74 
545.  01 
389. 99 
193.  58 
614.  58 
326.  98 
103.  65 
512.  50 

542. 14 

500.  00 
000.  00 
000.  00 
000.  00 
500.  00 
500.  00 
500.  00 
.500.  00 
500.  00 
000.  00 
500.  00 
000.  00 
500.  00 
000.  00 
500.  00 
000,  00 
000.  00 
263.  60 
730.  80 

334. 15 
389.  80 
833.  60 

414.  66 
000.  00 
500.  00 
000.  00 
500.  00 
000.  00 
000.  00 


565, 000.  00 


6,806.  12 

11,233,500.00 

100, 000.  00 


3, 089,  000.  00 
'33,"oi6,''60O."00 


18,102,854,348.64 


Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of   interest-bearing   public 
securities,  excluding  special  issues,  July  196 4- June  / 565— Continued 


debt 


Date 

Securities 

Rate  of 
interest  ' 

Amount  issued  ^ 

Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity  ' 

1965 
June    1 

Treasury  bDls: 
Other: 
Dated  June  2, 1964 

Percent 
3.719 

Redeemed  in  exchange  for  series  dated 
May  31, 1965,  due  May  31, 1966 

"$100,282,000.00 
11808,866,000.00 

Redeemable  for  cash. 

1 

Maturing  May  31, 1966 

Issued  in  exchange   for  series  dated 
June  2, 1964 

3.954 

12  $100, 282, 000. 00 
12  897,541,000.00 

Issued  for  cash 

3 

Regular  weekly: 
Dated  Dec.  3, 1964 

4  4.004 

Redeemed  in  exchange  for  series  issued 
June  3, 1965,  due  Sept.  2, 1965 

227,344,000.00 

116,327,000.00 
1,856,577,000.00 

Redeemed  in  exchange  for  series  dated 
June  3, 1965,  due  Dec.  2, 1965 

Redeemable  for  cash 

3 

Maturing  Sept.  2, 1965 

3.870 

Issued   in  exchange  for  series   dated 
Dec.  3,1964 

227,344,000.00 
975,  008, 000. 00 

Issued  for  cash -......_ 

3 

Maturing  Dec.  2, 1965 

3.924 

Issued  in  exchange  for  series  dated 
Dec.  3, 1964 

116,327,000.00 
884,850,000.00 

Issued  for  cash _                      _      -_  _     _ 

8 

Certificates  of  indebtedness,  foreign  series, 
maturing: 
June  8, 1965 

4.00 
3.80 

4  3. 946 

18, 000, 000.  00 

Sept.  8,  1905 

18, 000, 000.  00 

10 

Treasury  bills: 
Regular  weekly; 
Dated  Dec.  10, 1964 

Redeemed  in  exchange  for  series  issued 
June  10,  1965,  due  Sept.  9, 1965 

175,624,000.00 
104  139  000  00 

Redeemed  in  exchange  for  series  dated 
June  10, 1965,  due  Dec.  9, 1965 

Redeemable  for  cash        ...  

1,921,569,000  00 

10 

Maturing  Sept.  9, 1965     .     

3.781 

Issued  in  exchange   for  series  dated 
Dec.  10, 1964       

175, 624, 000. 00 
1,024,630,000.00 

Issued  for  cash-.  .    .  ...      .  .. . 

10 

Maturing  Dec.  9, 1965                       

3.863 

Issued   in  exchange  for  series  dated 
Dec.  10, 1964 

104,139,000.00 
896, 155,  000.  00 

Issued  for  cash . 

11 

Treasury    bonds,    foreign    currency    series, 
maturing: 
June  11, 1965      .- 

3.83 

4.04 

1.00 
1.00 
1.00 

4  3. 939 

25, 162, 102. 00 

Dec.  12. 1966 

25,176,721.22 
2, 500, 000.  00 

14 

Treasury  certificates,  maturing: 
Dec.  15, 1965 

15 

June  15, 1965                                 

10, 075, 456. 97 

15 

Dec.  15, 1965                         .  

3,691,254.40 

17 

Treasury  bills: 
Regular  weekly: 
Dated  Dec  17.  1964 

Redeemed  in  exchange  for  series  issued 
June  17,  1965,  due  Sept.  16,  1965 

185,303,000.00 

Redeemed  in  exchange  for  series  dated 
June  17,  196'i,  due  Dec.  16,  1965    .    .. 

114,879,000.00 

Redeemable  for  cash  .      

1,901,415,000.00 

17 

Maturing  Sect   16.  1965 

3.799 

Issued  in  exchange  for  series  dated  Dec. 
17  1964 

185, 303, 000.  00 
1, 015, 367, 000.  00 

17 

Mat.iirins  Dec   16   1965 

3.873 

Issued  in  exchange  for  series  dated  Dec. 
17  1964 

114, 879, 000.  00 
886, 590, 000.  00 

Issued  for  cash - 

Footnotes  at  end  of  table. 
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Table  44. — Issues,   maturities,    and   redemptions   of  interest-bearing   public    debt 
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Date 


1965 
June  22 


22 


24 


24 


24 


30 


30 


30 


30 

30 


30 


Securities 


Certificates  of  indebtedness,  foreign  series, 
maturinR: 

June  22,  1965 

June  22,  1965 

Sept.  22,  1965 

Dec.  22,  1965 

Treasury  bills: 
Tax  anticipation: 

Dated  Nov.  24,  1964... 

Redeemable  for  cash 

Regular  weekly: 

Dated  Dee.  24,  1964 

Redeemed  in  exchange  for  series  issued 

June  24,  1965,  due  Sept.  23,  1965 

Redeemed  in  exchange  for  series  dated 

June  24,  1965,  due  Dec.  23,  1965 

Redeemable  for  cash 

Maturing  Sept.  23,  1965 

Issued  in  exchange  for  series  dated  Dec. 

24,  1964 

Issued  for  cash 

Maturing  Dec.  23,  1965.. _. 

Issued  in  exchange  for  series  dated  Dec. 

24,  1964 

Issued  for  cash 

Other: 

Dated  July  7,  1964. 

Redeemed  in  exchange  for  series  dated 

June  30,  1965,  due  June  30,  1966 

Redeemable  for  cash 

Maturing  June  30,  1966 

Issued  in  exchange  for  series  dated  July 

7,  1964 

Issued  for  cash... 

Certificates  of  Indebtedness,  foreign  series, 
maturing: 

June  30,  1965 

Sept.  30, 1965. 

Sept.  30,  1965 

Sept.  30,  1965 

Treasury  bonds,  maturing  June  30,  1967 

Treasury  certificates,  maturing: 

June  30, 1965 

June  30, 1965 

July  31, 1965 

Sept.  30,  1965 

U.S.  savings  bonds: « 


Ser: 
Ser 
Ser 
Ser 
Ser 
Ser 
Ser 
Ser 
Ser: 
Ser 
Ser: 
Ser: 
Ser: 
Ser: 
Ser: 
Ser: 
Ser 
Ser: 
Ser: 
Ser: 
Ser 
Ser: 
Ser: 
Ser: 
Ser: 
Ser: 
Ser 
Ser: 


es  E-1941. 

.es  E-1942 

.esE-1943 

>es  E-1944 

es  E-1945 

es  E-1946 

es  E-1947 

es  E-1948 

es  E-1949 

es  E-1950 

es  E-1951 

es  E-1952  (January  to  April) 

es  E-1952  (May  to  December) 

esE-1953 

esE-1954 

es  E-1955 

.esE-1956 

es  E-1957  (January) 

es  E-1957  (February  to  December) . 

es  E-1958 

es  E-1959  (January  to  May) _. 

es  E-1959  (June  to  December). 

esE-1960 


•iesE-1961 

•ies  E-1962 

•iesE-1963 

•iesE-1964 

■ies  E-1965 

Unclassified  sales  and  redemptions- 
Footnotes  at  end  of  table. 


Rate  of 
interest ' 


Percent 
3.75 
3.875 
3.75 
3.875 


4  3.  671 
*  3. 939 


3.789 


3.831 


3.691 


3.807 


3,75 

3.75 

2.00 

3.784 

4.00 

3.921 
3.54 
3.54 
3.784 

'  3. 223 
'  3. 252 
'3.277 
'  3. 298 
'3.316 
'  3. 327 
'  3. 346 
'  3. 366 
'  3. 344 
'3.347 
'  3. 378 

3.400 
'  3.  451 
'  3.  468 
'  3. 497 
'  3.  522 
'  3.  546 

3.  560 
'  3.  653 


'3 
3 
3 
3 


690 
730 
750 
750 
3.750 
3.750 
3.750 
3.750 
3.750 


Amount  issued ' 


$25, 000, 000.  00 
50, 000, 000. 00 


204, 098,  000.  00 
1, 001, 183, 000.  00 


86, 620, 000.  00 
914, 899, 000.  00 


62, 101, 000.  00 
938, 511, 000. 00 


20, 000, 000. 00 

275, 000,  000.  00 

136, 000,  000.  00 

178, 315.  06 


61,606,974.14 
27, 487, 858.  09 

2, 207, 809.  89 
4, 186, 990.  98 
4, 126, 464.  79 
12,299,456.29 
10,913,204.80 
4,191,760.92 
3, 778, 257.  54 
4, 578, 450. 91 
4, 947, 746. 62 
4,036,335.15 
3,665,933.81 
-26, 459.  59 
1,867,117.25 
4,261,925.68 
4, 333, 285.  50 
8, 748, 539. 52 
6,495,351.75 

2.  24 

fi,  846, 994!  13 

6, 464. 103. 93 

-39,032.64 

6,385,998.86 

6, 759, 168. 10 

6, 973, 568.  60 

7, 136, 799. 80 

7, 616, 732. 70 

6, 055, 499. 83 

332, 620, 737.  06 

•  -1, 501, 807. 51 


Amount  matured 
or  called  or  re- 
deemed prior  to 
maturity » 


$25, 000, 000.  00 
50, 000, 000. 00 


3, 262, 836,  000.  00 


204, 098, 000.  00 

86, 620, 000.  00 
1, 916, 943, 000.  00 


62,101,000.00 
939, 121, 000. 00 


20, 000, 000.  00 


27, 222, 835. 33 
91,368,211.18 


1,709, 

7, 544, 

12, 634, 

15,624, 

16,911, 

6, 609, 

7, 023, 

8,051, 

7, 894, 

7, 763, 

7,071, 

2, 632, 

5, 573, 

10,831, 

14,047, 

17, 843, 

8, 827, 

705, 

8,671, 

9, 591, 

4,374, 

5, 874, 

10, 672, 

13, 674, 

14, 719, 

23, 409, 

61,717, 

71,373, 

30, 739, 


012. 42 
967. 61 
188. 34 
410.  65 
196. 46 

820. 05 

137. 84 

015. 06 
359. 86 
660. 92 
328. 16 
569. 92 
884. 46 

897. 29 
509.  51 

134. 30 
921. 68 
153. 91 

740. 85 
912.12 

236. 24 
610. 51 

013. 25 
688. 12 
865. 12 
824.25 
773. 36 
937. 50 
357. 15 
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Date 

Securities 

Rate  of 
interest  i 

Amount  issued ' 

Amount  matured 
or  called  or  re- 
deemed prior  to 

maturity  ^ 

1965 
June  30 

U.S.  savings  bonds  6— Continued 

Series  H-1952 

Percent 

'  3.  392 

7  3  409 

'  3.  439 

7  3.  467 

'  3.  496 

3.  520 

'  3.  626 

'  3.  679 

3.  720 

3.  750 

3.750 

3.750 

3.  750 

3.  750 

3.750 

3.750 

$960, 500.  00 
2, 875, 500. 00 
6, 721, 500. 00 
17,926,500.00 
5,051,000.00 
208, 000.  00 
3, 355, 500.  00 
5,217,000.00 
2,360,000.00 
2, 591, 500. 00 

Series  H-1953 

Series  H-1954 

Series  H-1955 

Series  H-1956 

Series  H-1957  (January) 

Series  H-1957  (February  to  December). __ 
Series  H-1958 

Series  H-1959  (January  to  May) -. 

Series  H-1959  (June  to  December) 

Series  H-1960 

5, 889, 000. 00 
6, 534, 000. 00 
4, 626, 000.  00 
4  781  500  00 

Series  H-1961 

Series  H-1962 

Series  H-1963 

U,  500. 00 

98.  500. 00 

46,156,500.00 

8  -1,055,000.00 

248, 160. 40 

466, 722. 00 

308, 5'23.  23 

225,256.15 

-173.  25 

Series  H-1964  .           

4,368,500.00 
29, 000. 00 
8  -33,561.000.00 
4, 970, 573.  60 
1,536,016.60 
1  612  995  67 

Series  H-1965 

Unclassified  sales  and  redemptions 

Series  J-1953 

2.76 
2.76 
2.76 
2.76 
2.76 

Series  J-1954 

Series  J-1955 

Series  J-1956 

882  031  40 

Series  J-1957.     . 

148, 096.  65 
8  —1,795,177.25 

Unclassified  redemptions 

Series  K:-1953 

2.76 
2.76 
2.76 
2.76 
2.76 

12, 841, 500. 00 

Series  K-1954 

4  643  500  00 

Series  K-1955 

4,437,500.00 

2, 165,  500. 00 

542, 000. 00 

Series  K-1956 

Series  K-1957 

Unclassified  redemptions...  ...  . 

8-10, 394,  500.  00 

30 

Treasury  notes.  Series  A-1966 . 

4.00 

Adjustments  of  issues '.-.  .  . 

239,000.00 

30 

Treasury  bonds  of  1974 

41/4 

Adjustments  of  issues  9. . 

895, 000. 00 

270, 848. 24 

45,  500. 00 

245, 000. 00 

30 

U.S.  retirement  plan  bonds ... 

3.75 
2.00 
2.00 
2?4 

22,481.23 

30 

Depositary  bonds,  First  Series  .. 

1,  540, 000. 00 

30 

Treasury  bonds,  REA  Series. 

1, 316, 000. 00 

30 

Treasury  bonds,  Investment  Series  B-1975-80. 
Redeemed  In  e;cchange  for  V/2%  Treasury 
notes,  Series  EA-1970 

25,646,000.00 

30 

Treasury  notes.  Series  EA-1970 

m 

25,646,000.00 

30 

Miscellaneous 

22,762,000.00 

Total  June 

11, 998,  817, 792. 11 

14,777,802,250.29 

Total  fiscal  year  1965 

185,467,624,272.93 

181,  674, 861, 039. 37 

'  For  Treasury  bills,  average  rate  on  bank  discount  basis  is  shown;  for  savings  bonds,  approximate  yield 
to  maturity  is  shown. 

2  Since  May  1, 1957,  Series  E  and  H  bonds  have  been  the  only  savings  bonds  on  sale.  Amounts  shown  for 
Series  E  and  J  represent  issue  price  plus  accrued  discount,  and  amounts  shown  for  Series  H  represent  issue 
price  at  par. 

'  For  savings  bonds  of  Series  E  and  J,  amounts  represent  current  redemption  value  (issue  price  plus 
accrued  discount);  and  for  Series  H  and  K,  amounts  represent  redemption  value  at  par. 

*  Average  interest  rate  for  combined  original  and  additional  issues. 

5  Represents  an  additional  $100,086,000  of  each  of  10  series  of  outstanding  Treasury  bills  issued  in  a  strip 
to  mature  each  week  from  Oct.  15,  to  Dec.  17,  1964. 

«  At  option  of  owner.  Series  E  bonds  dated  May  1, 1941,  through  May  1, 1949,  may  be  held  and  will  accrue 
interest  for  additional  20  years;  bonds  dated  on  and  after  June  1, 1949,  may  be  held  and  will  accrue  interest 
for  additional  10  years.  At  option  of  owner.  Series  H  bonds  dated  June  1, 1952,  through  Jan.  1, 1957,  may  be 
held  and  will  accrue  interest  for  additional  10  years. 

"  Represents  a  weighted  average  of  the  approximate  yields  of  bonds  of  various  issue  dates  within  the  yearly 
series  if  held  to  maturity  or  if  held  from  issue  date  to  end  of  applicable  extension  period,  computed  on  the 
basis  of  bonds  outstanding  Jmie  30, 1964.  (See  Treasury  Circulars  Nos.  653  (Sixth  Revision)  and  905  (Third 
Revision)  for  detaDs  of  jields  by  issue  dates,  for  Series  E  and  Series  H  savings  bonds,  respectively.)  (Circu- 
lars dated  Dec.  23,  1964,  and  printed  as  exhibits  8  and  10  of  this  report.) 

8  Amounts  transferred  from  unclassified  sales  or  redemptions  to  sales  or  redemptions  of  designated  series. 

'  Adjustments  of  amounts  originally  reported  on  date  of  issue  or  exchange. 

'"  Settlement  made  subsequent  to  last  dav  of  month  in  which  bills  matured. 

11  Partial  settlement  of  $90,993,000  made  May  31,  1965;  final  settlement  of  .$909,148,000  made  June  1,  1965. 

12  Partial  settlement  of  accepted  tenders  for  $3,063,000  made  May  31,  1905;  final  settlement  of  accepted 
tenders  for  $997,823,000  made  June  1,  1965. 
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Table  46. — Statutory  debt  retirements,  fiscal  years  1918-65 

[In  thousands  of  dollars.    On  basis  of  par  amounts  and  of  daily  Treasury  statements  through  1947,  and  on 
basis  of  Public  Debt  accounts  thereafter,  see  "Bases  of  Tables"] 


Fiscal  year 

Cumu- 
lative 

sinking 
fund 

Repay- 
ments of 
foreign 
debt 

Bonds 

and 

notes 

received 

for 

estate 

taxes 

Bonds 
received 
for  loans 
from 
Public 
Works 
Adminis- 
tration 

Fran- 
chise tax 
receipts. 
Federal 
Reserve 
banks 

Payments 
from  net 
earnings. 
Federal 
inter- 
mediate 
credit 
banks 

Com- 
modity 
Credit 
Corpo- 
ration 
capital 
repay- 
ments 

Miscel- 
laneous 
gifts, 
forfeit- 
ures, 
etc. 

Total 

1918 

1,134 

1,134 

1919 

7,922 

72, 670 

73, 939 

64, 838 

100,893 

149,388 

159, 179 

169, 654 

179,216 

181,804 

176,213 

160, 926 

48, 246 

93 

3,141 

26, 349 

21, 085 

6,  569 

8,897 

47 

8,015 

1920  .     

2  922 

60! 724 

60,333 

10,815 

3,635 

114 

59 

818 

250 

2,667 

4,283 

18 

13 

15,010 

393 

555 

93 

208 

63 

5,578 

3,090 

160 

61 

85 

53 

21 

15 

556 

1 

14 

139 

12 

16 

16 

5 

4 

3 

2 

4 

(?) 

3  209, 828 

3  81 

3  660 

78,  746 

1921 

261, 100 

276, 046 

284, 019 

295. 987 

306, 309 

317, 092 

333,  528 

354,741 

370, 277 

388,369 

391,660 

412,  555 

425, 660 

359, 492 

573, 001 

403, 238 

103,815 

65,116 

48, 518 

128, 349 

37,011 

75, 342 

3,460 

-1 

427, 123 

1922 

422,695 

1923 

402, 850 

1924.    

458, 000 

1925 

680 
509 
414 
369 
266 
172 
74 
21 

466,  538 

1926 

487, 376 

1927 

519, 555 

1928 

2 
20 
73 

540, 255 

1929 

549, 604 

1930  .        .  - 

553, 884 

1931 

440, 082 

1932 

1 

412,630 

1933 

33, 887 
357 

2,037 

461,605 

1934        

359, 864 

1935 

1 

573,  558 

1936. -. 

403, 240 

1937  .     .  - 

142 
210 
120 

103,971 

1938 

65,465 

1939 

8,095 
134 

1,321 
668 

1,501 
685 
548 
315 

58, 246 

1940 

129, 184 

1941...  -  . 

25, 364 
18, 393 

64, 260 

1942 

94, 722 

1943 

3,463 

1944 

2 

1945 

2 

1946 

4 

1947 

1948 

746, 636 

7,498 

1,815 

839 

551 

241 

8,028 

1,634 
178 
261 
394 
300 
285 
387 
231 
462 
139 

45,  509 

1,011,636 

1949 

7,758 

1950 

48, 943 

51,  709 

1951 

1,232 

1952 

--  

851 

1953 

526 

1954 

387 

1955 

231 

1956 

762, 627 

763, 089 

1957 

139 

1958.. 

1959 

-57 

-57 

1960 

1961 

1,000,000 

1, 000, 000 

1962 

M,000 
'58,000 

1,000 

1963 

58, 000 

1964 

1965.. 

« 73, 100 

6  73,100 

Total 

8, 734, 833 

1,  579, 605 

66,  278 

18, 246 

149,809 

9,825 

138, 209 

358,869 

11,055,675 

•  Includes  $4,842,066.45  written  off  the  debt  Dec.  31, 1920,  for  fractional  currency  estimated  to  have  been 
lost  or  destroyed  in  circulation. 

2  Beginning  witli  1947,  bonds  acquired  through  gifts,  forfeitures,  and  estate  taxes  are  redeemed  prior  to 
maturity  from  regular  public  debt  receipts. 

3  Represents  payments  from  net  earnings,  War  Damage  Corporation. 

*  Represents  Treasury  notes  of  1890  determined  by  the  Secretary  of  the  Treasury  on  Oct.  20,  1961,  pur- 
suant to  the  Old  Series  Currency  Adjustment  Act  approved  June  30,  1961  (31  U.S.C.  912-916)  to  have 
been  destroyed  or  irretrievably  lost  and  so  will  never  be  presented  for  redemption. 

'Represents  $15,000,000  national  bank  notes,  $1,000,000  Federal  Reserve  bank  notes,  and  $15,000,000 
silver  certificates,  all  issued  prior  to  July  1,  1929;  $18,000,000  Federal  Reserve  notes  issued  prior  to  the 
series  of  1928;  $9,000,000  gold  certificates  issued  prior  to  Jan.  30,  1934;  all  of  which  have  been  determined 
by  the  Secretary  of  the  Treasury  piu-suant  to  the  Old  Series  Currency  Adjustment  Act  approved  June 
30, 1961  (31  U.S.C.  912-916)  to  have  been  destroyed  or  irretrievably  lost  and  so  will  never  be  presented  for 
redemption. 

«  Represents  $24,000,000  U.S.  notes,  $1,000,000  Federal  Reserve  bank  notes,  $13,500,000  national  bank 
notes,  and  $14,500,000  silver  certificates,  all  issued  before  July  1,  1929:  $6,000,000  gold  certificates  prior  to  1934 
series;  $100,000  Treasury  notes  of  1890;  and  $14,000,000  Federal  Reserve  notes  (prior  to  series  of  1928);  all  of 
which  were  determined  on  Nov.  16, 1964,  pursuant  to  31  U.S.C.  912-916,  to  have  been  destroyed  or  irre- 
trievably lost. 
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Table  47. — Cumulative  sinking  fund,  fiscal  years  1921-65 

Part  I— APPROPRIATIONS  AND  EXPENDITURES 

[In  millions  of  dollars.    On  basis  of  Public  Debt  accounts,  see  "Bases  of  Tables"] 


Appropria- 
tions 

Available 
for  expendi- 
ture during 
year  i 

Debt  retired  2 

Fiscal  year 

Par  amount 

Cost  (prin- 
cipal) 

1921-1940 - - 

8, 208. 6 
585.8 
586,9 
587,8 
587,6 
587.  6 
587  6 
587,  6 
603.  5 
619.6 
619.7 
619.8 
619,8 
619.8 
619,8 
619.8 
623.8 
633. 3 
633.3 
633.3 
633.3 
657.1 
680.8 
680.8 
680.8 
680.8 

2,117.3 
2, 703,  2 
3,  253  1 
3,  765.  6 
4. 349.  7 
4, 937.  4 

5,  525.  0 
6,112.6 
6,716.0 

6,  589. 0 
7,201.2 
7,819.2 
8, 438.  1 
9, 057.  4 
9, 676.  9 

10,  296.  7 
10, 920.  5 
10, 791.  2 
11,424.5 
12, 057. 9 
12, 691. 3 
13,348.4 
13, 029  3 
13,  710. 1 
14.391.0 
15,071.8 

6, 099, 0 

37.0 

76.3 

3.4 

6,091.3 
37  0 

1941 

1942  ... 

T\  ^ 

1943 

.^  4 

1944 

1945 

1946 

1947 

1948 

746.6 

7.5 

1.8 

.8 

.6 

.2 

746  6 

1949 

7  5 

1950 

1  8 

1951 

g 

1952                 

g 

1953 

1954 

.2 

1955 

""762.'6 

1956 

762  6 

1957 

1958 

1959 

1960 

1061 

1,000.0 

1  000  0 

1962 

1903.. 

1964 

1965 

Total 

23,  798.  9 
8.  727.  1 

8. 734. 8 

8,727  1 

Deduct  cumulative  expenditures 

Unexpended  balance 

15.071.8 

Part  II.— TRANSACTIONS  ON  ACCOUNT  OF  THE  CUMULATIVE  SINKING  FUND 

FISCAL  YEAR  1965 

[On  basis  of  Public  Debt  accounts,  see  "Bases  of  Tables"] 

Unexpended  balance  July  1,  1964 $14,390,961,975.31 

Appropriation  for  1965: 
Initial  credit: 

(a)  Under  the  Victory  Loan  Act  (2^  percent  of  the  aggregate 

amount  of  Linorty  bonds  and  Victory  notes  outstanding 
on  July  1,  1920,  les.s  an  amount  equal  to  the  par  amoimt 
of  any  obligation  of  foreign  governments  held  by  the 
United  States  on  July  1.  1920) $253,404,864.87 

(b)  Under  the  Emergency  Relief  and  Construction  Act  of 

1932  f2!'6  percent  of  the  aggregate  amount  of  expendi- 
tures from  appropriations  made  or  autiiorized  under 

this  act) 7.860,606.83 

ic)  Under  the  National  Industrial  Recovery  Act  {2M  percent 
of  the  aggregate  amount  of  expenditures  from  appropria- 
tions made  or  authorized  under  this  act) 80, 164,079.  53 

Total  initial  credit 341,429,551.23 

Secondary  credit  (the  interest  which  would  have  been  payable  during 
the  fiscal  year  for  which  the  appropriation  is  made  on  the  bonds  and 
notes  purchased,  redeemed,  or  paid  out  of  the  sinking  fund  during 
such  year  or  in  previous  years) 339,419,5,34.24  680,849,085.47 

Total  available  1965 15,071,811,060.78 

Unexpended  balance  June  30,  19652 15,071,811,060.78 


'  Represents  appropriations  authorized  by  Congress.  There  are  no  specific  funds  set  aside  for  this  account 
since  any  retirements  of  public  debt  charged  to  this  account  are  made  from  cash  balances  to  the  credit  of 
the  Treasurer  of  the  United  States. 

»  Not  discount  on  debt  retired  through  June  30,  1965,  is  $7.7  million. 

Note.— Comparable  annual  data  for  1921  through  1940  are  shown  in  the  1962  annual  report,  p.  726. 
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III. — United  States  savings  bonds 

Table  48. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 
fiscal  years  1941-65  and  monthly  1965  '* 


[In  millions  of  dollars] 

Sales 

Accraed 
dis- 
count 

Sales 

plus 
accrued 
discount 

Redemptions 

Amount  out 
standing  3 

Fiscal  year  or  month 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
interest- 
bearing 

Series  E  and  H 

1941-55 

79, 203. 6 
6, 259. 9 
4,613.0 
4, 670. 1 
4,  506. 0 
4, 307. 0 
4, 463.  7 
4, 421.  5 
4,518.0 
4,  656. 4 
4,  543. 0 

9, 183. 8 
1,114.1 
1. 132.  6 
1, 160. 7 
1,174.5 
1,194.2 
1,  253.  7 
1,331.0 
1,386.5 
1,458.0 
1,  502. 1 

88,387.4 
6,374.0 
5.  745.  5 
5, 830. 8 
5. 680.  4 
5, 501.  2 
5.717.4 

5,  752.  5 
5. 904.  5 
6,114.4 

6.  045. 1 

49, 102.  2 
4.  730. 1 
5, 176.  2 
5. 187. 1 
5,106.8 
5. 502.  2 
4.  626.  7 
4, 603.  3 
4,  500.  5 
4,  736.  3 
4,  987.  4 

45,969.3 
4, 069. 1 
4,444.0 
4,431.9 
4, 309. 8 
4, 616. 3 
3, 905. 8 
3,872.7 
3, 758.  5 
3,981.8 
4, 154. 1 

3, 132. 9 
660.9 
732.2 
755.3 
797.0 
885.9 
720.8 
730.6 
742.0 
754.5 
833.3 

39. 285. 1 

40,  929. 1 

41,  498.  5 

42. 142. 2 
42,715.8 
42,714.8 
43, 805. 6 
44. 954. 8 
46, 358. 8 
47.736.9 
48,  794.  5 

1956 

1957                       

1958                   

1959 - 

I960                              

1961                         - 

1962 - 

1963 

1964         --- 

1965       

Total  through 
June  30,  1965 

125, 162.  3 

21,891.0 

147,  053. 3 

98, 258.  8 

87, 513.  4 

10, 745. 4 

48,794.5 

1964 — July           

387.1 
363.6 
357.8 
366.8 
348.4 
372.0 
430.8 
393. 9 
413.8 
390.6 
356.0 
362.3 

143.7 
113.2 
12.5.3 
114.2 
114.1 
136.4 
144.5 
118.8 
121.0 
116.5 
115.9 
138.5 

530.8 
476.8 
483.2 
481.0 
462.  5 
508.4 
575.3 
512.7 
534.7 
507.1 
471.9 
500.8 

424. 1 
382.  4 
401.8 
377.7 
331.0 
396.5 
489.7 
417.2 
457.  5 
461.8 
407.9 
439.7 

356.  7 
324.9 
338.3 
316.3 
278.5 
330.9 
393.8 
344.8 
380.7 
383.  5 
340.3 
365.3 

67.4 
57.5 
63.5 
61.4 
52.6 
65.5 
95.9 
72.4 
76.9 
78.3 
67.6 
74.4 

47,  843. 6 

47,  937.  9 

48,  019. 2 
48, 122.  6 
48,  254. 1 
48,  365. 9 
48,  451.  5 
48,  547. 0 
48,  624. 2 
48,  669.  5 
48,  733.  5 
48,  794.  5 

Ausust 

September 

October 

November 

Pecember 

February 

March --  --- 

April 

Series  F,  Q,  J,  and  K 

1941-55 

31,096.5 
586.3 
268.4 
(•) 
(*) 
(•) 
(•) 

836.9 
99.6 
83.4 
65.2 
53.6 
46.0 
32.1 
27.4 
21.6 
17.7 
14.9 

31,933.3 
686.0 
351.8 
65.2 
53.6 
46.0 
32.1 
27.4 
21.6 
17.7 
14.9 

12, 634. 4 

3. 104. 8 
3,  773.  5 
3, 3.50.  5 
2, 137. 2 
3, 049.  3 
1. 188. 0 

1. 109. 9 
770.7 
426.3 
357.  5 

12, 298. 8 

2, 940.  6 

3, 605. 0 

3, 234. 6 

2,063.4 

2,  921. 2 

1,128.8 

1,059.0 

721.7 

399.8 

333.1 

335.6 

164.2 

168.5 

115.9 

73.8 

128.1 

59.1 

50.9 

49.0 

26.6 

24.4 

19.080.3 
16,  567. 6 
13, 123. 5 
9, 842. 2 
7. 786.  7 
4,829.0 
3, 708.  7 
2, 651. 9 
1, 954. 9 
1, 562.  6 
1, 248. 1 

218.7 

1956 

312.4 

1957               

334.8 

1958            

331.0 

1959 

302.8 

1960 

257.3 

1961     

221.6 

1962 

195.8 

1963 

143.7 

1964 

127.4 

1965      

99.3 

Total  through 
June  30, 1965 

31,951.2 

1, 298. 3 

33, 249.  6 

31,902.2 

30,  706. 1 

1, 196. 1 

1,248.1 

99.3 

1964— July                  

1.6 
1.2 
1.3 
1.2 
1.1 
1.4 
1.5 
1.2 
1.1 
1.1 
1.0 
1.2 

1.6 
1.2 
1.3 
1.2 
1.1 
1.4 
1.5 
1.2 
1.1 
1.1 
1.0 
1.2 

42.2 
27.1 
29.1 
29.7 
24.4 
29.7 
39.4 
28.4 
30.1 
27.4 
25. 5 
24.5 

40.3 
25.6 
27.1 
27.6 
22.3 
27.4 
36.9 
26.6 
27.9 
25.3 
23.7 
22.4 

1.8 
1.5 
2.0 
2.2 
2.0 
2.  2 
2.5 
1.9 
2.3 
2.1 
1.8 
2.1 

1,  527. 8 
1,  506.  2 
1,  482.  9 
1,  458.  7 
1, 438. 3 
1,  368. 4 
1,351.6 
1,  334. 1 
1,310.8 
1, 289.  5 
1,  268. 4 
1, 248. 1 

121.7 

August        

117.4 

September 

112.9 

October 

108.6 

November 

105.7 

December 

147.3 

965 — January 

126.1 

February  .    

116.3 

March 

110.7 

April                  -  .. 

105.6 

May 

102.3 

June 

99.3 

Footnotes  at  end  of  table. 
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Table  48. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 
fiscal  years  1941-65  and  monthly  1965  '  ^ — Continued 


[In  millions  of  dollars] 


Fiscal  year  or  month 


1941-55 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

Total  through 
June  30, 1965. 

1964— July.... 

August 

September 

October 

November 

December 

1 965— January 

February 

March 

April 

May 

June 


1952-55 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

Total  through 
June  30, 1965 

1964— July..-. 

August 

September 

October 

November 

December 

1965 — January 

February 

March 

April 

May 

June 


Sales 


Accrued 
dis- 
count 


Sales 

plus 
accrued 
discount 


Redemptions 


Total 


Original 

purchase 

price 


Accrued 
dis- 
count 


Exchanges 

of  E 
bonds  for 
H  bonds 


Amount 

out- 
standing 
(interest- 
bearing) 


Series  E 


77,018.7 
4, 219. 3 
3,919.2 
3, 888. 6 
3,688.0 
3, 603. 2 

3. 689. 2 

3. 674. 3 
3,914.0 
4, 135.  6 
4,112.3 


115, 862. 4 


344.8 
328.8 
321.4 
333.  1 
318.4 
337.9 
382.6 
357.8 
374.  6 
354.7 
326.6 
331.5 


9,183.8 
1,114.1 

1. 132. 6 

1. 160. 7 
1, 174.  5 
1, 194. 2 
1, 253. 7 
1.331.0 
1,386.5 
1,458.0 
1,502.1 


21, 891. 0 


143 

113 

125 

114, 

114, 

136, 

144, 

118.8 

121.0 

116.5 

115.9 

138.5 


86, 202. 5 

5. 333. 4 
5,051.8 
5, 049. 3 

4. 862. 5 
4, 797.  4 
4, 942. 9 

5. 005. 3 

5. 300. 4 
5.  593. 6 
5,614.4 


137, 753.  5 


4SS.  5 

442.0 

446.  7 

44: 

432. 

474, 

527. 

476. 

495.6 

471.3 

442.  5 

469.9 


49,016.1 
4, 622. 0 
4, 980. 6 
4,951.0 
4, 889. 4 
5, 180. 6 
4, 393.  8 
4, 343. 3 
4, 202. 9 
4,363.1 
4,  538. 4 


95,481.1 


387.4 
346.5 
358.9 
341.0 
296.9 
362.1 
456.6 
383.2 
413.3 
425.  4 
367.3 
399.7 


45, 883. 2 
3,961.0 
4,  248.  5 

4. 195. 8 
4,092.4 
4, 294. 7 

3. 672. 9 
3, 612. 6 
3,  461.  0 
3, 608.  6 
3,  705.  0 


84,  735.  7 


320.  0 
2S8. 9 
295.4 
279.7 
244.3 
296.6 
360.  7 
310.7 
336.4 
347.1 
299.7 
325.4 


3, 132. 9 
660.9 
732.2 
755.3 
797.0 
885.9 
720.8 
730.6 
742.0 
754.5 
833.3 


10,  745. 4 


67.4 
57.5 
63.5 
61.4 
52.6 
65.  5 


95. 
72. 
76. 


201.3 
188.3 
218.6 
191.3 
206.3 
188.1 


1, 193.  9 


19.1 
16.1 
14.1 
14.9 
12.2 
13.0 
20.6 
16.5 
16.6 
15.7 
14.9 
14.4 


37,186.4 
37,  897. 8 
37,969.0 

38. 067. 2 

38. 040. 3 
37, 455. 7 
37, 816. 6 

38. 260. 1 

39. 166. 2 

40. 190. 4 
41,078.4 


41, 078. 4 


40,  272.  4 
40,351.8 
40, 425.  5 
40,  516.  9 
40,  640.  3 
40,  739.  4 

40,  789.  3 
40, 866. 3 
40, 932. 1 
40, 962.  2 

41,  022. 6 
41,078.4 


Series  H 


2,184.9 
1, 040. 6 
693.8 
781.6 
818.0 
703.9 
774.5 
747.2 
604.1 
520.8 
430.7 


9, 299. 9 


42.3 
34.8 
36.4 
33.7 
29.9 
34.1 
48.1 
36.1 
39.1 
35.9 
29.3 
30.8 


2,184.9 
1, 040. 6 
693.8 
781.6 
818.0 
703.9 
774.5 
747.2 
604.1 
520.  8 
430.7 


9,  299.  9 


42.3 
34.8 
36.4 
33.7 
29.9 
34.1 
48.1 
36.1 
39.1 
35.9 
29.3 
30.8 


86.1 
108.1 
195.5 
236.1 
217.4 
321.6 
232.9 
260.1 
297.5 
373.3 
449.0 


2,  777.  7 


36.7 
36.0 
42.9 
36.7 
34.1 
34.3 
33.0 
34.0 
44.3 
36.4 
40.6 
39.9 


86.1 
108.1 
195.5 
236.1 
217.4 
321.6 
232.9 
260.1 
297.5 
373.3 
449.0 


2,  777.  7 


36.7 
36.0 
42.9 
36.7 
34.1 
34.3 
33.0 
34.0 
44.3 
36.4 
40.6 
39.9 


201.3 
188.3 
218.6 
191.3 
206.3 
188.1 


1, 193.  9 


19.  1 
16.1 
14.1 
14.9 
12.2 
13.0 
20.6 
16.5 
16.6 
15.7 
14.9 
14.4 


2, 098. 7 
3, 031. 2 
3,  529. 5 
4,075.0 
4. 675. 5 
5, 259. 1 
5, 989. 0 
6, 694. 7 
7, 192.  5 
7,  546.  4 
7,  716. 1 


7,  716. 1 


7,571.1 
7,  586. 1 
7, 593. 8 
7, 605.  7 
7,613.8 
7, 626.  5 
7, 662.  2 
7, 680.  7 
7, 692. 1 
7,  707.  3 
7.710.9 
7,  716  1 


Footnotes  at  end  of  table. 
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Table  48. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 
fiscal  years  1941-65  and  monthly  1965 '  ^ — Continued 


[In  millions  of  dollars] 

Sales 

Accrued 
dis- 
count 

Sales 

plus 
accrued 
discount 

Redemptions 

Amount 
outstanding  ' 

Fiscal  year  or  month 

Total 

Original 
pur- 
chase 
price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
Interest- 
bearing 

Series  F 

1941-55 - 

4,957.6 
(•) 

(*) 
(•) 
(*) 
(•) 

826.9 

87.7 

67.5 

47.1 

35.7 

27.8 

15.4 

10.6 

5.0 

1.4 

(*) 

5,  784.  5 

87.7 

67.5 

47.1 

35.7 

27.8 

15.4 

10.6 

5.0 

1.4 

(*) 

2, 800. 0 
665. 3 
709.3 
487.9 
285.2 
483.5 
212.3 
177.9 
167.4 
67.3 
8.6 

2,464.8 
502.3 
544.8 
377.6 
215.3 
370.3 
157.9 
132.5 
124.3 
49.9 
6.4 

335.1 

163.0 

164.6 

110.3 

69.9 

113.1 

54.4 

45.4 

43.1 

17.5 

2.2 

2, 876. 9 

2, 249.  9 

1, 598.  3 

1, 169. 1 

943.9 

508.2 

331.2 

182.9 

57.8 

107.6 

1956 

157. 1 

1957 

166.8 

1958         

155  3 

1959 

131.0 

1960 

111.1 

1961            

91.2 

1962 

72.1 

1963  ..     

34.9 

1964 

26.8 

1965 

18.1 

Total  through  June 
30, 1965 

4,957.7 

1,125.1 

6,082.8 

6,064.  6 

4,  946. 1 

1,118.5 

18. 1 

1964— July 

(*) 

(*) 

1.7 
1.2 
.8 
.8 
.6 
1.0 
.3 
.5 
.6 
.5 
.4 
.3 

1.3 
.9 
.0 
.0 
.5 
.7 
.3 
.4 
.4 
.3 
.3 
2 

4 

25.0 

August    

3 

2 
2 
2 
3 

23.9 

September 

23.0 

October 

22.2 

November  .. 

21.6 

December 

20.6 

1965 — January  

20.3 

February 

19.8 

March 

19.2 

April  .               

18.7 

May 

18.4 

June 

18.1 

Series  Q 

1941-55. -- 

23,437.9 

23,437.9 

9. 743. 5 
2,300.5 
2.719.5 
2, 506.  5 

1. 668. 6 
2,055.9 

843.9 
805.4 
496.6 
196.8 
31.5 

9,743.5 

2,300.5 

2, 719.  5 

2, 506.  5 

1,668.6 

2, 055. 9 

843.9 

805.4 

496.6 

196.8 

31.5 

13,583.3 

11,238.5 

8,  506. 3 

5. 992. 1 
4,327.4 

2. 297. 2 
1,469.0 

670.4 
188.7 

111.1 

155.4 

1957 

168.0 

175.7 

1959 

171.8 

I960 

146.2 

1961                  

130.6 

123.7 

1963                     

108.8 

100. 7 

1965 

69.2 

Total  through  June 
30  1965 

23.437.9 

23, 437. 9 

23,  368.  7 

23,  368.  7 

69.2 

1984— July 

4.0 
3.1 
3.7 
3.5 
2.2 
2.3 
2.5 
2.2 
2.5 
2.3 
1.7 
1.4 

4.0 
3.1 
3.7 
3.5 
2.2 
2.3 
2.5 
2.2 
2.5 
2.3 
1.7 
1.4 

96.6 

Aufifust 

93.5 

89.8 

October 

86.4 

November 

84.1 

December 

81.8 

1965 — January 

79.3 

February 

77.1 

March 

74.6 

April 

72.3 

May 

70.6 

69.2 

Footnotes  at  end  of  table. 
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Table  48. — Sales  and  redemptions  of  Series  E  through  K  savings  bonds  by  series, 

fiscal  years  1941-65  and  monthly  1965  ^  2 — Continued 

[In  millions  of  dollars] 


Sales 

Accrued 
discount 

Sales 

plus 
accrued 
discount 

Redemptions 

Amount 
outstanding  3 

Fiscal  year  or  month 

Total 

Original 

purchase 

price 

Accrued 
dis- 
count 

Interest- 
bearing 

Matured 

non- 
Interest- 
bearing 

Series  J 

1952-55 

696.8 
183.2 
92.4 
(*) 
(•) 

10.0 
11.9 
15.9 
18.1 
17.8 
18.2 
16.7 
16.8 
16.6 
16.3 
14.9 

706.8 
195.2 
108.3 
18.1 
17.8 
18.2 
16.7 
16.8 
16.6 
16.3 
14.9 

33.7 
59.6 

106.5 
98.4 
51.2 

144.2 
39.1 
37.2 
33.2 
46.2 
87.6 

33.2 
58.4 

102.5 
92.8 
47.3 

129.2 
34.4 
31.7 
27.4 
37.1 
65.4 

.5 
1.3 

3.9 
5.6 
3.9 

15.0 
4.8 
5.5 
5.9 
9.1 

22.2 

673.1 
808.6 
810.4 
730.2 
696.9 
570.8 
548.4 
527.9 
511.3 
481.4 
403.8 

1956         - 

1957  

1958           

1959   

1960 

1961 

(•) 

1962 

1963           - 

19(')4 

1965 

4.8 

Total    through 
June  30, 1965.. 

972.4 

173.2 

1,145.7 

737.1 

659.5 

77.6 

403.8 

4.8 

1964    Julv 

1.6 
1.2 
1.3 
1.2 
1.1 
1.4 
1.5 
1.2 
1.1 
1.1 
1.0 
1.2 

1.6 
1.2 
1.3 
1.2 
1.1 
1.4 
1.5 
1.2 
1.1 
1.1 
1.0 
1.2 

6.7 
5.2 
6.9 
7.7 
7.3 
7.8 
9.4 
6.7 
8.1 
7.5 
6.5 
7.8 

5.3 
4.0 
5.2 

5.7 
5.4 
5.8 
7.0 
5.0 
6.0 
5.5 
4.8 
5.8 

1.4 
1.2 
1.8 
1.9 
1.9 
2.0 
2.4 
1.8 
2.1 
2.0 
1.7 
2.1 

476.2 
472.3 
466.6 
460.1 
453.9 
431.6 
429.3 
426.8 
420.7 
414.9 
409.9 
403. 8 

Aueust 

October 

December 

16.0 

1905 — JaTiuary      

10.3 

February 

7.3 

March 

6.4 

April 

5.8 

May 

5.3 

4.8 

Series  K 

1952-55 

2,004.2 
403.1 
176.0 
(•) 
(•) 

2, 004. 2 
403.1 
176.0 
(•) 
(*) 

57.2 

79.5 

238.2 

257.7 

132.2 

365.8 

92.7 

89.4 

73.5 

116.0 

229.8 

57.2 

79.5 

238.2 

257.7 

132.2 

365.8 

92.7 

89.4 

73.5 

116.0 

229.8 

1. 947. 0 
2,  270. 6 
2, 208.  5 
1, 950. 7 

1. 818. 6 
1, 4,52. 8 

1. 360. 1 

1. 270. 7 
1,197.2 
1,081.3 

844.3 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1965 

7.2 

Total    through 
June  30  1965 

2, 583. 3 

2, 583. 3 

1,731.8 

1, 731. 8 

844.3 

7.2 

1964 Julv 

29.7 
17.6 
17.7 
17.7 
14.2 
18.  6 
27.2 
19.0 
18.9 
17.1 
16.9 
15.1 

29.7 
17.6 
17.7 
17.7 
14.2 
18.6 
27.2 
19.0 
18.9 
17.1 
16.9 
15.1 

1,051.5 
1, 033.  9 
1,010.3 
998.5 
984.3 
936.8 
922. 3 
907.3 
890.1 
874.6 
858.5 
844.3 

AiiP"ilst 

Octohpr 

28.9 

16.2 

Kphruarv 

12.2 

10.5 

April 

8.8 

8.0 

June 

7.2 

•Less  than  $50,000.  . 

1  Sales  and  redemption  figures  include  exchanges  of  minor  amounts  of  matured  Scries  E  for  Series  CJ  ana 
K  bonds  from  May  1951  through  April  1957,  and  Series  F  and  J  for  Series  H  bonds  beginning  January  1960; 
they  exclude  exchanges  of  Series  E  for  Series  H  bonds.  Redemption  figures  for  fiscal  1953-54  and  fiscal  years 
1960-63  also  include  the  maturing  Series  F  and  G  savings  bonds  exchanged  for  marljetable  Treasury  securi- 
ties during  special  exchange  offerings.  The  amounts  involved  were  $416.6  million  in  1953.  $.7  million  in  1954, 
$745.4  million  in  1960,  $147.3  million  in  1961,  $320.1  million  in  1962,  and  $75.1  million  in  1963. 

2  Sales  of  Series  E,  F,  and  J  bonds  are  included  at  issue  price,  and  their  redemptions  and  amounts  out- 
standing at  current  redemption  value.    Series  Q,  H,  and  K  bonds  are  included  at  face  value  throughout. 

3  Matured  F,  O,  J,  and  K  bonds  outstanding  are  included  In  the  interest-bearing  debt  until  all  bonds  of 
the  annual  series  have  matured,  and  are  then  transferred  to  matured  debt  on  which  interest  has  ceased. 

Note.— Series  E  and  H  are  the  only  savings  bonds  now  being  sold.  Series  A-D,  sold  from  Mar.  1,  1935 
through  Apr.  30, 1941,  have  all  matured  and  are  no  longer  reflected  in  these  tables.  Series  F  and  G  were 
sold  from  May  1, 1941,  through  Apr.  30, 1952.  Series  J  and  K  were  sold  from  May  1, 1952,  through  Apr.  30, 
1957.  Sales  figures  for  Series  F,  G,  J,  and  K  after  fiscal  1957,  represent  adjustments.  Details  by  months 
for  Series  E,  F,  and  O  bonds  from  May  1941  will  be  found  on  p.  608  of  the  1943  annual  report,  and  ^.corre- 
sponding tables  to  subsequent  reports.  Monthly  detail  for  Series  H.  J,  and  K  bonds  will  be  found  m  the 
1952  aimual  report,  pp.  629  and  630,  and  to  corresponding  tables  to  subsequent  reports. 
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Tablk  50." — Sales  of  Series  E  and  H  savings  bonds  by  States,  fiscal  years  1964,  1965, 

and  cumulative  ' 

[In  thousands  of  dollars,  at  issue  price.    On  basis  of  reports  received  by  the  Treasury  Department,  with 
totals  adjusted  to  basis  of  daily  Treasury  statements] 


State 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina . 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

"Washington 

West  Virginia 

Wisconsin 

Wyoming 

Canal  Zone 

Puerto  Rico 

Virgin  Islands 

Undistributed  and  adjustment  to  daily  Treasury  statement 

Total 


Fiscal  year 
1964 


Fiscal  year 
1965 


36, 489 

37, 

3,  291 

3, 

19, 609 

18, 

18, 028 

17, 

287,  769 

278, 

32,  361 

28, 

70,  682 

68, 

19, 225 

19, 

41, 154 

40, 

76,  231 

75, 

42, 227 

43, 

11,653 

11, 

6,081 

5, 

339,  931 

322, 

127,  905 

117, 

108,  511 

104, 

62,  559 

54, 

46,  956 

45, 

35,  723 

37, 

13,  811 

12, 

68,  551 

70, 

115,  873 

112, 

259,  724 

276, 

62,  420 

62, 

13,  204 

12, 

133, 168 

129, 

16,  297 

14, 

76, 366 

69, 

6,279 

6, 

9,  502 

8, 

183,  261 

174, 

10,  988 

10, 

546, 128 

494, 

43,  380 

42, 

16,  053 

14. 

288,  298 

279, 

49,  450 

48, 

29,  508 

27, 

431, 161 

404, 

14,911 

14, 

21,  669 

21, 

21,  422 

18, 

'  36,  760 

37, 

121,  559 

123, 

17,  898 

18, 

4,462 

4, 

72, 152 

73, 

53,  468 

50, 

46,  578 

41, 

84,  530 

83, 

5,824 

5, 

3,467 

3, 

3,130 

3, 

269 

+388,  516 

+4.39, 

4,  656, 422 

4,  543, 

793 
764 
559 
437 
144 
250 
101 
505 
675 
399 
048 
811 
880 
746 
200 
367 
547 
847 
037 
978 
542 
166 
808 
553 
369 
997 
554 
668 
376 
753 
339 
334 
504 
739 
904 
608 
118 
342 
809 
701 
604 
686 
058 
619 
209 
270 
207 
890 
259 
916 
695 
605 
417 
250 
061 


May  1941- 
June  1965 


1, 196, 074 

2  58, 356 

460, 236 

702, 972 

8,  482, 060 

936,  237 

1,  935,  866 

344,  707 

1,  294,  602 

1.646,682 

1,  334,  785 

458,  841 

294,  885 

10, 009,  534 

3,  497, 095 

3,  408,  483 

2, 002,  908 

1.  370,  648 

1, 174,  995 

463, 312 

1,  580,  778 
3, 462,  500 

6,  889,  706 

2,  302,  663 
673, 421 

3,  502,  434 
600,  504 

1,  990,  795 
150, 859 
286,  791 

4,  672, 063 
.302, 157 

13,  919, 101 

1,  371,  703 

603,  818 

7,  767, 005 
1,  .517,  838 
1, 156,  690 

10,  378, 485 

536, 030 

698,  779 

735, 125 

1, 258, 876 

4, 311, 292 

483, 884 

155, 150 

2, 039, 252 

1,  983, 452 

1,  2.57,  907 

2,  761,  768 
234, 074 

76, 024 

69.  570 

3,774 

'  +4,  354,  734 


125, 162,  280 


'  Revised. 

1  Figures  include  exchanges  of  minor  amounts  of  Series  F  and  .7  bonds  for  Series  H  bonds  beginning  Janti- 
ary  1960;  however,  they  exclude  exchanges  of  Series  E  bonds  for  Series  H  bonds,  which  are  reported  in  table 
48. 

2  Excludes  data  for  period  April  1947  through  December  19,56,  when  reports  were  not  available.  In  the 
annual  reports  for  1952-58  data  for  period  May  1941  through  March  1947  were  included  with  "Other 
possessions." 

3  Includes  a  small  amount  for  other  possessions. 

Note. — Sales  by  States  of  the  various  series  of  savings  bonds  were  published  in  the  annual  report  for  1943, 
pp.  614-621,  and  in  subsequent  reports:  and  by  months  at  intervals  in  the  Treasury  Bulletin,  beginning  with 
the  issue  of  July  1946.  Since  Apr.  30, 1953,  figures  for  sales  of  Series  E  and  H  bonds  only  have  been  available 
by  States. 
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Table  51. — Amount  of  interest-bearing  public  debt  outstanding,  the  computed  annual 
interest  charge,  and  the  computed  rate  of  interest,  June  30,  1939-65,  and  at  the  end 
of  each  month  during  1965 

[On  basis  of  daily  Treasury  statements,  see  "Bases  of  Tables"] 


End  of  fiscal  year  or  month 

Interest-bearing 
debt! 

Computed 

annual  interest 

charge  * 

Computed 

rate  of 

interest  2 

1939 

$39, 885, 969,  732 
42,  376, 495, 928 
48, 387, 399,  539 
71, 968,  418, 098 
135, 380,  305,  795 
199,  543,  355,  301 
256, 356,  615.  818 
268,110,872,218 
255, 113, 412, 039 
250,  063, 348, 379 
250,  761,  636,  723 
255,  209,  353, 372 
252, 851,  765, 497 
256, 862,  861, 128 
263,  946,  017,  740 

268,  909, 766,  654 
271,  741,  267,  507 

269,  883,  068,  041 
268.  485,  562, 677 
274,  697,  560,  009 
281,  833, 362,  429 
283,  241, 182,  755 
285,  671,  608, 619 
294,  442,  000,  790 
301, 953,  730,  701 
307,356,561,535 
313,112,816,994 
306, 855, 159,  416 
309,  625,  286, 442 
311, 122,  208, 149 
311,217,180,588 
314,  023, 350,  643 
313, 553,  496,  747 
313,  676,  503,  832 
315, 545.  490,  230 
313.  332,  086, 832 
312,  209,  210,  907 
314, 165, 824,  708 
313, 112, 816, 994 

$1,  036, 937, 397 
1,  094,  619, 914 
1,  218,  238, 845 

1,  644,  476, 360 

2,  678,  779,  036 
3, 849.  254,  656 
4,963,730,414 
5, 350,  772,  231 
5, 374, 409, 074 
5,  455, 475,  791 
5,605,929,714 
5, 612,  676, 516 

5,  739, 615, 990 
5,981,357,116 

6,  430, 991, 316 
6,  298,  069,  299 
6, 387,  225,  600 

6,  949,  699,  625 
7, 325, 146,  596 

7,  245, 154, 946 

8,  065, 917,  424 
9, 316,  066,  872 
8,761,495,974 
9, 518, 857, 333 

10,119,294,547 
10, 900, 360,  741 
11,466,618,472 
10, 897, 100,  894 
10,  993,  886,  433 
11,054,541,853 
11,073,037,107 
11,183,983,274 
11,216,650,276 
11,324,398,508 
11, 461,  514,  657 
11,408,476,673 
11,401,275,983 
11,494,398,991 
11, 466,  618, 472 

Percent 
2.600 

1940 

2.583 

1941 

2.518 

1942  ..          .     -       .          _       

2.285 

1943 

1.979 

1944 

1.929 

1945 

1.936 

1946 

1.996 

1947 .  -       

2.107 

1948 

2.182 

1949 

2.236 

1950 -  - 

2.200 

1951 

2.270 

1952    - 

2.329 

1953 

2.438 

1954 

2.342 

1955.                   .                     -       -.     - 

2.351 

1956 

2.576 

1957 

2.730 

1958    

2.638 

19,59 

2.867 

I960    . 

3.297 

1961 -  -          

3.072 

1962 

3.239 

1963 

3.360 

1964    

3.560 

1965 

3.678 

1964— July 

3.565 

August  -.     -  - -  - -  

3.565 

September.  

3.567 

October  ..                         ...          ..... 

3.573 

November 

3.576 

December 

3.593 

1965 — January               

3.626 

February 

3.649 

March 

3.657 

April.-  ..      .......... .  

3.668 

May 

3.672 

June 

3.678 

'  Includes  discount  on  Treasury  bills;  the  current  redemption  value  of  savings  bonds  of  Series  C-F 
and  J;  and  beginning  August  1941,  the  face  amount  of  Treasury  tax  and  savings  notes.  The  face  value 
of  matured  savings  bonds  and  notes  outstanding  is  included  until  aU  of  the  annual  series  have  matured, 
when  they  are  transferred  to  matured  debt  on  which  interest  has  ceased. 

2  Comparable  annual  data  1916-38  are  contained  in  1962  annual  report,  p.  735.  Current  montUy  figures 
are  published  in  the  Treasury  Bulletin.  Comparable  monthly  data  1929-36  appear  in  1936  annual  report, 
p.  442,  and  from  1937  in  later  reports.  Annual  interest  charge  monthly  1916-29  appears  in  1929  annual  report, 
p.  509. 

Note. — The  computed  annual  Interest  charge  represents  the  amount  of  interest  that  would  be  paid  if  each 
interest-bearing  issue  outstanding  at  the  end  of  the  month  or  year  should  remain  outstanding  for  a  year  at 
the  applicable  annual  rate  of  interest.  The  charge  is  computed  for  each  issue  by  applying  the  appropriate 
annual  interest  rate  to  the  amount  outstanding  on  that  date. 

Beginning  Dec.  31,  1958,  the  computed  average  rate  is  based  upon  the  rate  of  effective  yield  for  issues  sold 
at  premiums  or  discounts.  Before  that  date  the  computed  average  rate  was  based  upon  the  coupon  rates 
of  the  securities.  That  rate  did  not  materially  differ  from  the  rate  on  the  basis  of  effective  yield.  The 
"effective  yield"  method  of  computing  the  average  interest  rate  on  the  public  debt  more  accurately  reflects 
the  interest  cost  to  the  Treasury,  and  is  believed  to  be  in  accord  with  the  intent  of  Congress  where  legislation 
has  required  the  use  of  the  rate  of  effective  yield  for  various  purposes. 
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Table  53. — Interest  on  the  public  debt  by  classes,  fiscal  years  1961-65 
[In  millions  of  dollars,  on  an  accrual  basis.    On  basis  of  Public  Debt  accounts,  see  "Bases  of  Tables"] 


Class  of  securities 


Public  issues: 
Marketable: 

Treasury  bills  ' 

Certificates  of  indebtedness. 

Treasury  notes 

Treasury  bonds 

Panama  Canal  bonds 


Total  marketable  issues. 


Nonmarketable: 

Depositary  bonds 

Foreign  currency  series: 

Certificates  of  indebtedness 

Treasury  bonds 

Foreign  series: 

Certificates  of  indebtedness 

Treasury  notes 

Treasury  bonds 

Treasury  bonds,  investment  series. 

Treasury  bonds,  REA  series 

U.S.  savings  bonds: 

Series  E,  F,  and  J  ' 

Series  Q,  H,  and  K 

U.S.  retirement  plan  bonds 

Treasury  certificates 

Treasury  bonds 

Others 


Total  nonmarketable  issues 

Total  public  issues 


Special  issues: 

Certificates  of  indebtedness. 

Treasury  notes 

Treasury  bonds 


Total  special  issues 

Total  interest  on  public  debt. 
Others 

Total  interest  and  charges 


1961 


1, 108. 7 
712.3 

1,  951. 8 

2,  214. 1 

1.4 


B.3 


2.6 


169.1 
.2 

1, 285. 8 
261.1 


(*) 


1,718.8 


7,  707. 1 


243.6 

265.7 
740.8 


1,  250. 1 


8,  957. 2 


8,  957.  2 


1962 


1,149.3 

282.5 
2,417.9 
2, 216. 8 


6, 066.  5 


2.9 


10.7 


140.2 
.5 

1, 358. 3 
277.7 


(*) 


1,791.2 


7, 857.  7 


228.6 
204.6 


1, 262. 1 


9,119.8 


9,119.8 


1963 


1, 392. 4 

682. 4 

2, 127. 4 

2,  554. 1 


6,  756. 3 


2.1 

1.9 

8.2 

11.3 

2.7 


118.7 
.5 

1, 404.  5 
298.1 


(*) 


1,  848. 0 


8,  604. 3 


248.9 
167.6 
874.5 


1,291.0 


9. 895. 3 


9, 895. 3 


1964 


1,763.9 

343.3 

2, 302. 9 

2, 944. 3 


7, 354. 4 


2.0 

.7 
23.3 

11.1 
5.6 


100.4 
.5 

1,  466.  7 

313.6 

.1 

.1 

.4 

(*) 


1, 924.  5 


9,  278. 9 


264.5 

95.6 

1,025.6 


1, 385.  7 


10,  664. 6 


1.3 


10,  665. 9 


1965 


,  099.  0 


2, 194. 4 
3,  508.  7 


7, 802. 2 


1.9 

.4 
40.3 

9.0 

6.0 

6.7 

92.2 

.5 

1.515.8 

324.9 

.3 

1.5 

.6 


2, 000. 0 


9,  802. 1 


312.3 

68.1 
1, 162.  2 


1,  542.  6 


11, 344.  7 


1.8 


11, 346.  5 


*Less  than  $50,000. 

'  Amounts  represent  discount  treated  as  intere.st. 
2  Includes  Armed  Forces  leave  bonds  and  adjusted  service  bonds. 

'  Charges  for  gold  and  foreign  currency  purchases  authorized  by  act  of  Jime  19, 1962  (22  U.S.C.  286e-2(c)) 
and  act  of  Oct.  23,  1962  (76  Stat.  1168). 
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VI. — Ownership  of  governmental  securities 

Table   56. — Estimated  ownership   of  interest-hearing  governmental  securities  out- 
standing June  30,  1954-65,  by  type  of  issuer 

[Par  value.'    In  billions  of  dollars] 


Held  by  banks 

Held 

Held  by  private  nonbank  investors 

by  U.S. 

Total 

Gov- 

amount 

ern- 

State, 

June 

out- 

Com- 

ment 

Insur- 

Mutual 

local, 

Miscel- 

30 

stand- 

mer- 

Federal 

invest- 

Indi- 

ance 

sav- 

Corpo- 

and 

laneous 

ing 

Total 

cial 

Reserve 

ment 

Total 

vid- 

com- 

ings 

rations  3 

Terri- 

inves- 

banks 

banks 

ac- 
counts 

uals  2 

panies 

banks 

torial 
govern- 
ments * 

tors  ' 

I.  Sec 

irities 

of  U.S.  Government  and  Federal  instrumentalities  guaranteed  by  United  States' 

1954.- 

269.0 

88.7 

63.6 

25.0 

49.3 

131.0 

-■63.8 

15.4 

9.1 

'16.5 

13.9 

12.2 

1955.. 

271.8 

87.1 

63.5 

23.6 

50.5 

134.1 

-•64.2 

15.0 

8.7 

'  18.  6 

14.7 

12.8 

1956.. 

270.0 

81.0 

57.3 

23.8 

53.5 

135.4 

-■65.5 

13.6 

8.4 

'17.3 

16.1 

14.6 

1957.. 

268.6 

79.2 

56.2 

23.0 

55.6 

133.8 

-■65.3 

12.7 

7.9 

'16.1 

16.8 

14.9 

1958.. 

274.8 

90.7 

65.3 

25.4 

55.9 

128.2 

■•63.4 

12.2 

7.4 

'14.1 

16.3 

14.7 

1969.. 

281.9 

87.6 

61.5 

26.0 

.54.6 

139.7 

'65.4 

12.6 

7.3 

'19.8 

16.9 

17.7 

1960. . 

283.4 

81.8 

55.3 

26.5 

55.3 

146.2 

'68.8 

12.0 

6.6 

'19.5 

18.8 

20.4 

1961.. 

285.9 

89.8 

62.5 

27.3 

56.1 

140.0 

'63.9 

11.4 

6.3 

'18.5 

19.3 

20.6 

1962. . 

294.9 

94.8 

65.2 

29.7 

56.5 

143.6 

'64.8 

11.4 

6.3 

'  18.2 

20.1 

22.9 

1963.. 

302.6 

96.4 

64.4 

32.0 

58.4 

147.8 

'65.3 

11.0 

6.1 

'18.7 

21.5 

25.2 

1964.. 

308.2 

95.0 

60.2 

34.8 

61.1 

152.  0 

'68.5 

10.9 

6.0 

'18.5 

22.5 

25.7 

1965... 

313.7 

97.4 

58.3 

39.1 

63.4 

153.0 

70.5 

10.6 

5.8 

15.1 

24.1 

27.0 

II.  Securities  of  Federal  instrumentalities  not  guaranteed  by  United  States ' 

1954.. 

2.0 

1.3 

1.3 

(*) 

.7 

.2 

.1 

.1 

.1 

.1 

.1 

1955.. 

2.9 

1.8 

1.8 

(*) 

1.1 

.4 

.1 

.1 

.2 

.1 

.2 

1956.. 

3.9 

1.6 

1.6 

fi 

2.3 

1.0 

.1 

.2 

.4 

.2 

.4 

1957. . 

5.0 

1.7 

1.7 

3.3 

1.3 

.1 

.3 

.7 

.3 

.6 

1958.. 

5.4 

2.2 

2.2 

(*) 

3.2 

.9 

.2 

.3 

.7 

.3 

.8 

1959. . 

6.7 

1.9 

1.9 

(*) 

4.8 

1.9 

.2 

.4 

1.0 

.4 

.9 

1960. . 

8.4 

1.6 

1.6 

-_ 

(*) 

6.8 

2.7 

.3 

.5 

1.7 

.6 

1.0 

1961.. 

7.8 

1.8 

1.8 

(*) 

6.0 

1.9 

.3 

.5 

1.5 

.7 

1.1 

1962.. 

9.3 

2.3 

2.3 

(*) 

7.0 

2.5 

.4 

.6 

1.5 

.8 

1.2 

1963.. 

10.2 

2.9 

2.9 

.1 

7.3 

2.6 

.4 

.6 

1.6 

.9 

1.1 

1964.. 

11.9 

3.1 

3.1 

(*) 

8.8 

3.6 

.5 

.7 

1.7 

1.0 

1.3 

1965... 

13.5 

3.5 

3.5 

(') 

10.0 

4.0 

.6 

.8 

1.3 

1.7 

1.6 

III. 

Securities  of  State  and  local  governments,  Territories,  and  possessions  * 

1954.. 

37.4 

12.0 

12.0 

.3 

25.1 

13.8 

4.6 

.5 

.9 

4.5 

.7 

1955.. 

42.8 

12.8 

12.8 

.3 

29.7 

16.4 

5.8 

.7 

1.1 

4.9 

.8 

1956.. 

47.6 

13.0 

1.3.0 

.2 

34.5 

19.5 

6.6 

.7 

1.4 

5.3 

.9 

1957.. 

52.1 

13.4 

13.4 

.2 

38.4 

22.0 

7.4 

.7 

1.5 

5.8 

1.0 

1958.. 

56.8 

15.8 

15.8 

.3 

40.7 

22.8 

8.2 

.7 

1.5 

6.4 

1.1 

1959.. 

62.0 

17.0 

17.0 

.3 

44.6 

24.6 

9.5 

.7 

1.7 

6.8 

1.3 

I960.. 

66.4 

16.8 

16.8 

.3 

49.2 

27.2 

11.1 

.7 

1.7 

7.1 

1.5 

1961.. 

71.7 

18.8 

18.8 

.4 

52.5 

28.3 

12.6 

.7 

1.9 

7.4 

1.6 

1962.. 

80.1 

23.2 

23.2 

.5 

56.4 

30.7 

13.7 

.6 

2.4 

7.2 

1.8 

1963.. 

85.9 

27.9 

27.9 

.6 

57.5 

31.7 

14.5 

.5 

2.6 

6.4 

1.8 

1964.. 

91.3 

31.5 

31.5 

.6 

59.2 

'33.7 

'15.0 

.4 

2.7 

5.6 

1.8 

1965... 

97.8 

36.6 

36.6 

.8 

60.4 

35.0 

15.2 

.4 

3.0 

5.0 

1.8 

•Less  than  $.50  million. 
'  Revised. 

1  Except  data  including  U.S.  savings  bonds  of  Series  A-F  and  J,  which  are  on  the  basis  of  current  redemp- 
tion value. 

2  Includes  partnerships  and  personal  trust  accounts. 
'  Exclusive  of  banks  and  insurance  companies. 

*  Comprises  trust,  sinking,  and  investment  funds  of  State  and  local  governments,  Territories,  and  pos- 
sessions. 

5  Includes  savings  and  loan  associations,  nonprofit  associations,  corporate  pension  trust  funds,  dealers  and 
brokers,  and  investments  of  foreign  balances  and  international  accounts  in  this  country. 

9  On  daily  Treasury  statement  basis.  Since  noninterest-bearing  debt  is  excluded  the  figures  differ  slightly 
from  those  "in  discussion  of  debt  ownership.  Special  issues  to  Federal  agencies  and  trust  funds  are  included 
and  guaranteed  securities  held  by  the  Treasury  are  excluded. 

"  Excludes  stocks  and  interagency  loans.    Series  revised  to  include  Federal  land  bank  securities. 

'  Excludes  obligations  of  Puerto  Rico. 

Note.— For  data  from  1937-51,  see  the  1952  annual  report,  pp.  764  and  765;  and  for  1952  and  1953,  the  1962 
annual  report,  page  745.  The  1963  and  earlier  reports  exclude  Federal  land  banks  for  the  years  1947-63  in 
the  series  for  Federal  instrumentalities  not  guaranteed  by  the  United  States. 
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Table  57. — Summary  of  Treasury  survey  of  ownership  of  inlerest- 

[Par  value.    In 


Held  by  investors 

Total  amount 
outstanding 

Commercial 

banks  2  3 

Mutual 

savings 
banks  2 

Insurance  companies 

Classification 

Life 

Fire,  casu- 
alty, and 
marine 

June  30 

June  30 

June  30 

June  30 

June  30 

1964 

1965 

1964 

1965 

1964 

1965 

1964 

1965 

1964 

1965 

Number  of  institutions  or  funds 

6,039 

5,978 

502 

501 

297 

296 

488 

482 

Type  of  Security 

Public  marketable: 

Treasury  bills 

50, 740 
67,  284 
88,464 

812 

53, 665 

52,  549 

102,481 

589 

7, 505 
20,545 
23,058 

72 

7,058 
12,850 
28,574 

48 

374 

921 

4,363 

176 

568 

450 

4,508 

114 

lOfi 

147 

4,402 

104 

92 

67 

4,358 

93 

240 
1,093 
2,946 

12 

255 

572 

3,508 

6 

Treasury  notes               - 

Treasury  bonds       - 

Guaranteed  securities  held 
outside  the  Treasury 

Total  public  marketable. -- 

207,301 

209,  284 

51, 180 

48,  530 

5,834 

5,641 

4,758 

4,610 

4,291 

4,342 

Public  nonmarketable: 

U.S.  savings  bonds  s 

Investment  series  bonds 

49,  299 

3,546 

103 

1,292 

50, 043 

3,256 

59 

2,410 

1 
157 

no3 

1 
134 

'59 

6 
113 

(*) 

5 
100 
(*) 

5 
369 

4 
190 

18 
57 

13 

54 

All  other  * 

Total  public  nonmarket- 
able  -- 

54, 240 

46, 627 

55,  768 
48, 650 

261 

194 

119 

105 

374 

194 

74 

67 

Special  issues 

Grand  total 

308, 169 

313, 702 

51, 441 

48, 724 

5,953 

5,746 

5,133 

4,804 

4,365 

4,409 

Maturity  Classes  « 

Public  marketable: 

Within  1  year... 

81, 424 

65, 453 

34,929 

2,244 

6,110 

16,328 

812 

87,637 

56, 198 

39, 169 

2,609 

5,841 

17, 241 

589 

14, 549 

25, 392 

10, 208 

311 

183 

466 

72 

13, 945 

20,  672 

12, 827 

79 

255 

705 

48 

829 

1,401 

1,857 

88 

272 
1,211 

176 

766 

1,384 

1,814 

84 

248 
1,231 

114 

130 
352 
841 
44 
674 
2,614 
104 

136 
344 
740 

178 

759 

2, 362 

93 

770 

1,684 

1,407 

66 

134 

218 

12 

526 

1,646 

1,644 

57 

125 

338 

6 

1  to  5  years             .          ... 

5  to  10  years 

10  to  15  years 

15  to  20  years                  ..  .  . 

20  years  and  over  _  .  

Guaranteed  securities 

Total  public  marketable... 

207, 301 

209, 284 

51, 180 

48,  530 

5,834 

5,641 

4,758 

4,610 

4,291 

4,342 

*Less  than  $500,000. 

1  Banks  and  insurance  companies  covered  in  the  Treasury  survey  of  ownership  of  securities  issued  or 
guaranteed  by  the  U.S.  Government,  account  for  approximately  90  percent  of  the  amount  of  such  securities 
owned  by  all  banks  and  insurance  companies  in  the  United  States.  The  savings  and  loan  associations  and 
corporations  account  for  about  half  of  the  Federal  securities  held  by  these  investor  classes.  State  and  local 
government  funds  account  for  about  70  percent.  Details  as  to  the  ownership  of  each  security  are  available 
in  the  Treasury  Bulletin  monthly  for  the  above  investors  and  semiannually  for  commercial  banks  classified 
by  memliership  in  the  Federal  Reserve  System. 

2  Securities  held  in  trust  departments  are  excluded. 

3  Includes  trust  companies  and  stock  savings  banks. 

*  Included  with  all  other  investors  are  those  banks,  insurance  companies,  savings  and  loan  associations, 
corporations,  and  State  and  local  government  funds  not  reporting  in  the  Treasury  survey. 
'Consists  of  corporate  pension  trust  funds  and  profit-sharing  plans  wliich  involve  retirement  benefits. 
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bearing  public  debt  and  guaranteed  securities,  June  30,  1964  and  1965 
millions  of  dollars] 


Quarterly  data  are  presented  in  the  Treasury  Bulletin  as  supplemental  information  in  a  memorandum  col- 
umn accompanying  tlie  Survey  of  Ownership  for  each  reporting  date,  beginning  with  Dec.  31,  1953.  The 
corresponding  information  from  earlier  reports,  beginning  with  Dec.  31,  1949,  is  summarized  in  the  March 
1954  Treasury  Bulletin,  p.  30. 

6  U.S.  savings  bonds  Series  E,  F,  and  J  are  reported  at  maturity  value  by  the  investors  covered  in  the 
Treasury  survey  and  have  been  adjusted  to  current  redemption  value  for  this  taljle. 

'  Includes  depositary  bonds  held  by  commercial  banks  not  included  in  the  survey:  $52  million  in  1964 
and  $19  million  in  1965". 

s  For  details  see  table  35. 

•  All  issues  classified  to  final  maturity.  Table  34  shows  from  1946-65  the  maturity  distribution  of  market- 
able,  interest-bearing  public  debt  by  call  classes  and  by  maturity  classes. 
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Account  of  the  Treasurer  of  the  United  States 


Table  58. — Assets  and  liabilities  in  the  account  of  the  Treasurer  of  the  United  States 

June  SO,  1964  and  1965 


[On  basis  of  daily  Treasury  statements,  see 

"Bases  of  Tables"] 

June  30, 1964 

June  30, 1965 

Increase,  or  de- 
crease (— ) 

Gold 
Assets:  Gold    .. ..    .. 

.$15,  461, 239,  587. 26 

$13,934,074,997.61 

— $1  527. 164  589.65 

Liabilities: 
Gold  certificates.  Series  of  1934,  outstand- 
ing  

Gold  certificates  fund-Board  of  Gover- 
nors, Federal  Reserve  Svstem 

2,816,055,600.00 

10,936,087,296.12 

1, 433, 306, 749. 26 

156, 039, 430.  93 

119,750,510.95 

1,277,800.00 

12,  052, 115,  092.  09 

1,616,842,174.26 

156, 039, 430.  93 

107, 800,  500. 33 

1-2,814,777,800.00 

1, 116, 027, 795. 97 
183, 535, 425.  00 

Redemption  fimd-Federa!  Reserve  notes.. 
Reserve  against  U.S.  notes  outstanding 

Gold  balance - 

-11,950,010.62 

Total 

15, 461, 239, 587. 26 

13, 934, 074, 997.  61 

-1,527,164,589.65 

Silver 
Assets: 
Silver  bullion  (monetary  value)  2      . 

1,846,779,522.69 
2, 943, 295.  00 

1,267,428,614.02 
2, 971,  079.  00 

-579, 350, 908. 67 
27, 784.  00 

Silver  dollars.   __  _ 

Total -        _______ 

1, 849, 722,  817. 69 

1,270,399,693.02 

-579,323,124.67 

Liabilities: 
Silver  certificates  (issued  after  June  30, 
19'^9)  OTitstanding 

'■1,822,516,364.00 
■•  27, 206, 453. 69 

888, 750,  703.  00 
381,648,990.02 

-933,76.5,661.00 
354, 442, 536. 33 

Silver  balance 

Total                              .  - 

1,849,722,817.69 

1,270,399,693.02 

—  579  323  124.67 

General  Account 
Assets: 
In  Treasury  ofHces: 
Gold  balance  (as  above) -  -.- 

119, 750, 510. 95 

'27,206,4,53.69 
5,840,527.84 

144, 358. 53 

10,223,898.49 

1, 410, 130.  90 

801,606.39 

1,716,119.00 

'  12, 062, 693.  00 

85, 295, 818.  00 

642, 735.  00 

58,288,291.80 

107,800,500.33 

381, 648, 990. 02 
9, 455, 423. 56 

-11,950,010.62 

354, 442,  536. 33 
3, 614, 895. 72 

Silver: 
At  monetary  value,  balance  (as  above) 
Subsidiary  coin.                            . 

Bullion: 
At  recoinage  value 

-144,358.53 
—  1,375,112.74 

At  cost  value 

8,848,785.75 
9,921,208.46 
6, 342, 987. 34 
1,551,521.00 
5,841,222.00 
109,  559, 653.  00 
530, 378.  00 

54,584,370.28 

At  monetary  value ' - 

8, 511, 077. 56 

Minor  coin _           _____ 

5,541,380.95 

U.S.  notes 

Silver  certificates        .           _           . 

-164,598.00 
-6,221,471.00 

Federal  Reserve  notes       

24, 263, 835.  00 

Other  currencies,  unassorted  money,  etc. 
Unclassifled     collections,     uncollected 
itfiTTis,  PTchanfTAs,  fitc    (net) 

-112,357.00 
-3, 703, 921. 52 

Subtotal     - 

323, 383, 143.  59 

696, 085,  039.  74 

372,701,896.15 

Deposits  in: 
Federal  Reserve  banks: 
Available  funds— .  _.    _ 

939,  014,  001. 67 
233, 819, 839.  40 

9,179,608,424.92 

305, 946, 040.  26 

53, 959, 759. 23 

672,  043, 715.  74 
233,455,908.51 

10,688,996,286.68 

263,  564,  759.  56 

56, 118, 925. 14 

—266,970,285.93 

Tn  process  of  collection 

-363, 930. 89 

Special  depositaries.  Treasury  tax  and 
loan  accounts                __.    _    -..-_ 

1,509,387,861.76 

National  and  other  bank  depositaries.  _.. 
Foreign  depositaries 

-42,381,280.70 
2, 159, 165. 91 

Subtotal 

10, 712, 348,  065. 48 

11,914,179,595.63 

1,201,831,530.16 

Total  assets,  Treasurer's  account 

11,035,731,209.07 

12,610,264,635.37 

1,574,533,426.30 

General  account  balance 

11,035,731,209.07 

12,610,264,635.37 

1, 574, 533, 426. 30 

'  Revised. 

1  Decrease  represents  retirement  of  certificates  held  by  Federal  Reserve  banks  with  corresponding  credit 
in  gold  certificate  fund— Board  of  Governors,  Federal  Reserve  System. 

2  The  Atomic  Energy  Commission  held  64,751,316.1  ounces  on  June  30,  1964  and  1965. 

'  Consists  of  silver  bullion  previously  revalued  and  held  to  secure  outstanding  silver  certificates,  which  has 
been  released  for  use  in  coinage,  pursuant  to  the  President's  directive  to  the  Secretary  of  the  Treasury, 
dated  Nov.  28, 1961. 
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Table  64. — Location  of  gold,  silver  bullion  at  monetary  value,  and  coin  held  by  the 

Treasury  on  June  SO,  1965 

[In  thousands  of  dollars.  On  basis  of  reports  received  from  various  Treasury  offices  and  Federal  Reserve 
banks  which  take  into  account  those  transactions  in  transit  to  the  Treasurer's  Office  as  of  June  30,  supple- 
mented by  information  taken  from  the  Treasurer's  accounts.  Therefore,  the  figures  shown  in  this  table 
may  difler  from  figures  in  other  tables  prepared  on  basis  of  daily  Treasury  statements] 


Location 

Gold 

Silver  bul- 
lion at 

monetary 
value  1 

Standard 
silver 
dollars 

Subsidiary 
silver  coin 

Minor 
coin 

U.S.  mints: 
Denver  . 

2,412,362 

1,288 

805,222 

332, 238 

10,101,840 

11 

*  281, 109 
13 

20,359 
35, 026 

743,677 
384,636 

23 

27 

12 
12 

2  6, 305 

Philadelphia                _           ..      

2  6,089 

U.S.  assay  oflaces: 

New  York  s    .                        .            .. 

San  Franrisro 

16 

Bullion  depository.  Fort  Knox 

Treasurer  of  United  States,  Washington 

2,921 

1,719 

551 

Custody  accounts: 

Federal  Reserve  Bank  of  New  York 

Other  banks,  etc  ,  various  locations  . 

83, 719 

297 

205 

Total .. 

13,934,083 

1,267,417 

2,971 

2,056 

» 13, 150 

'  Held  to  secure  silver  certificates.    Excludes  certain  silver  at  monetary  value  held  for  coinage. 

2  Includes  metals  and  alloys  in  process  of  manufacture  into  minor  coins  and  finished  coins  in  transit  to 
Federal  Reserve  banks. 

3  Includes  bullion  depository  at  West  Point,  N.Y. 

<  Physically  located  as  follows:  At  Bank  of  Canada,  Ottawa,  $135,032,675;  at  Bank  of  England,  London, 
$50,546,602;  at  New  York  Assay  Office,  $34,714,178;  and  in  Federal  Reserve  Bank's  own  vaults,  $60,815,049. 

*  Minor  coin  held  in  the  Treasury,  $4,753,364,  as  shown  rounded  in  table  60,  consists  of  this  amount, 
$13,149,587,  less  $8,396,223  payable  to  vendors  of  coinage  metal. 
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Table  65. — Paper  currency  issued  and  redeemed  during  the  fiscal  year  1965  and 
outstanding  June  30,  1965,  by  classes  and  denominations 

[For  basis  of  data,  see  headnote  to  table  64] 


Class 

Gold  certificates — Series  of 
1934 

Silver  certificates — issued 

after  June  30,  1929 

U.  S.  notes 

Federal    Reserve   notes— 1928 

and  subsequent  series 

In  process  of  retirement: 
Federal  Reserve  bank 

notes 

National  bank  notes 

Gold  certificates— prior 

to  1934  Series 

Federal  Reserve  notes- 
prior  to  1928  Series 

Silver  certificates— issued 

before  July  1, 1929 

Treasury  notes  of  1890 


Total. 


Denomination 


$1. 

$2 

$5 

$10 

$20 

$50 

$100 

$500 

$1,000 

$5,000 

$10,000 

$100,000 

Fractional  parts. 

Total 


Issued 

during 

1965 


$85.  468,  000 
100,  961, 873 

9,  640,  532, 920 


9, 826,  962,  793 


1, 246, 284, 000 

18,  031,  828 

1,  448, 610,  045 

2, 698, 561, 920 

3,  053, 120,  000 

453, 400, 000 

883,  200,  000 

9,  950,  000 

14,  940,  000 

415,  000 

450,  000 


9,  826,  962,  793 


Redeemed 
during 
1965  1 


$2, 814,  777,  800 

1,  019. 233,  661 
124,  961,  873 

6,  708, 088,  275 


5, 136, 256 
14, 110,  321 

6,  283,  850 

14, 115,  070 

14,  506, 690 
100,  000 


10, 721, 313,  796 


902, 167, 420 

12, 062, 698 

1, 382, 613,  305 

2. 436,  213, 316 

2,  439, 233, 882 

296, 896,  075 

406. 815,  600 

13, 210,  500 

16,  516,  000 

265,  000 

5,  920.  000 

2,  809,  400,  000 


10,  721,  313,  796 


Outstanding  June  30, 1965 


In 
Treasury 


$4, 385,  391 
1,  530,  028 

88, 267,  072 


195,  725 
83, 646 

131,  010 

16,  280 

2,716 


94,  611,  868 


17,  442, 283 

1, 285,  830 

9, 987,  480 

17, 833,  355 

32, 981, 120 

5, 250, 550 

6,  762,  750 

1,  015,  000 

1, 963,  500 

20,  000 

70,  000 


94,  611, 868 


In  Federal 
Reserve  banks 


$1,  277, 800 

55,  610,  798 
19, 173,  464 

2, 435, 668, 917 


264,  505 
31,  750 


2,  512,  027, 234 


521,  675. 460 

9,  558,  064 

289,  712.  540 

660.  076, 620 

705, 247, 000 

120,  627, 150 

161,  755, 300 

9, 097,  500 

22, 157,  000 

2,  790,  000 

8, 130,  000 

1,  200,  000 


2,  512, 027,  234 


In  circula- 
tion 


754,  514 
301,  977,  524 

34, 819, 535,  701 


68,  332, 978 
22, 167, 281 

13, 209, 369 

3,  697, 378 

422, 287 
41, 534 


36,  058, 138, 566 


1,  752, 107,  881 
115,540,706 

2,  446,  647,  008 
7, 488,  629,  370 

12,  723,  097,  364 

3, 360,  638,  950 

7,  635,  200, 300 

243, 475, 000 

286,  726,  500 

2,  505,  000 

3, 570,  000 


487 


36,  058, 138, 566 


1  Includes  old  scries  currencies  totaling  $73,100,000  written  off  on  Nov.  16, 1964,  pursuant  to  the  Old  Series 
Currency  Adjustment  Act  (31  U.S.C.  915c).  The  act  permits  this  action  when  the  Secretary  of  the  Treas- 
ury determines  that  sucli  currencies  have  been  destroyed  or  irretrievably  lost  and  so  will  never  be  presented 
for  redemption.  The  distribution  by  classes  is:  U.S.  notes  $24,000,000,  Federal  Reserve  bank  notes 
$1,000,000,  national  bank  notes  $13,500,000,  gold  certificates  prior  to  1934  series  $6,000,000,  Federal  Reserve 
notes  prior  to  1928  series  $14,000,000,  silver  certificates  issued  before  July  1,  1929  $14,500,000,  and  Treasury 
notes  of  1890  $100,000. 
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Trust  and  Other  Funds 

Table  66. — Holdings  of  public  debt  and  agency  securities   by  Government  agencies 

and  accounts,  June  30,  1961-65 

[Par  value.    In  thousands  of  dollars] 


Investments  of  agencies 


GOVERNMENT   INVESTMENT 
ACCOUNTS 

Handled  by  the  Treasury  i 

Major  trust  funds  and  accounts: 

Civil  Service  Commission: 

Employees  health  benefits  fund 

Employees'  life  insurance  fund 

Retired    employees    health    benefits 
fund 

Federal  Deposit  Insurance  Corporation.. 

Federal  disability  insurance  trust  fund . . . 
Unamortized  premium  or  discount  < 

Federal  employees'  retirement  funds: 
Civil  service  retirement  and  disability.. 
Foreiffn   service   retirement  and  dis- 
ability  

Judicial  survivors  annuity 

Federal  Housing  Administration  funds: 

Apartment  unit 

Armed  services  housing  mortgage  in- 
surance  

Experimental  housing 

Housing  insurance 

Housing  investment  insurance 

Mutual  mortgage  insurance 

National  defense  housing  insurance 

Section  203  home  improvement 

Section  220  home  improvement 

Section  220  housing  insurance 

Section  221  housing  insurance 

Servicemen's  mortgage  insurance 

Title  I  housing  insurance 

Title  I  insurance 

War  housing  insurance 

Federal  old-age  and  survivors  insurance 

trust  fund 

Unamortized  premium  or  discount  <.__ 

Federal  Savings  and  Loan  Insurance 
Corporation 

Highway  trust  fund 

Railroad  retirement  account 

Unemployment  trust  fund 

Unamortized  premium  or  discount  <.__ 

Veterans'  life  insurance  funds: 
Government  life  insurance: 

Public  debt  securities 

Nonguaranteed  securities 

National  service  life  insurance 

Special  term  insurance 

Veterans'  reopened  insurance 

Other  trust  funds  and  accounts: 

Ainsworth  Library  fund,  Walter  Reed 
General  Hospital 

Bequest  of  George  C.  Edgeter,  relief  of 
indigent  American  Indians,  Bureau  of 
Indian  Affairs 

District  of  Columbia: 
Fees  and  other  collections.  Recreation 

Board 

General  funds 

Highway  fund 

Judicial  retirement  and  survivors  an- 
nuity fund 

Miscellaneous  trust  funds 

Motor  vehicle  parking,  highway  fund . . 
Redevelopment  program.  Redevelop- 
ment Land  Agency: 

Public  debt  securities 

Nonguaranteed  securities 


1961 


12, 324 
2 196, 625 


2,439,517 
2, 386, 452 

-877 

11, 051,  014 

32, 180 
1,556 


36,  285 


7,318 

910 

556,  223 

530 


4,300 

100 

10,413 

2,200 

103, 523 

35,  232 

19, 552, 914 
-29, 398 

363,  500 

234, 034 

3,  759,  509 

5,719,956 

-3,433 


1,071,433 


5, 759, 371 
106,  280 


10 
31 


10 
9,213 


34 

3,378 


409 
5,750 


1962 


23,499 
2  247,  570 

1,631 
2, 593, 817 
2, 406,  992 

-855 

12,  080,  760 

36,  710 
1,772 

850 

20,285 

850 

8,068 

915 

532,  766 

490 

850 

850 

2,940 


8,132 

2,045 

103, 678 

42,118 

18,455,510 
-20,845 

592, 500 

435, 935 

3, 696,  960 

5,791,982 

-3, 327 


1,  027, 809 


5, 803,  529 
87, 956 


11 

31 

20 
9,213 


96 
4,122 


725 
4,365 


1963 


37,  924 
8  303,406 

100 

2, 754, 363 

2,  277,  967 

-723 

13.154,721 

37,  891 
2,012 

625 

27,  255 

900 

5,758 

935 

520,  549 

830 

625 

700 

3,660 


8,902 

2,060 

107,442 

39,  630 

17, 633, 024 
-19,835 

861, 094 

677, 743 

3,697,461 

6,  245, 191 

-58 


1, 003,  002 


5,713,915 
100, 588 


11 
31 


20 
9,213 
3,700 


115 
2,954 


7,640 


1964 


53, 028 
352, 910 

100 

2, 937,  229 

2, 140, 925 

-2,416 

14,  279,  250 

38,  914 
2,238 

475 

26, 105 

825 

6,858 

971 

558, 194 

4,440 

575 

650 

3,375 


16,887 

5,140 

80,810 

76, 876 

18,325,487 
-20,  618 

1, 105, 094 

609,  028 
3,766,424 
6, 827, 077 

-8,  722 


955,840 

25,  000 

5, 782, 992 

123, 173 


11 
31 


20 
9,213 
6,000 


87 
743 


5,325 


1965 


61, 948 
379, 524 

1,325 

3, 117, 186 

1,877,759 

-2, 193 

15,491,646 

40,  444 
2,668 

325 

13, 850 

725 

6,838 

907 

488, 618 

830 

525 

525 

1,440 


10,331 

2,100 

33, 995 

26,112 

18, 783,  222 
-17,498 

1,312,622 

265, 394 
3, 915, 705 
7,793,936 

-8,816 


933, 454 

25, 000 

5, 908, 757 

149,134 

2,605 


11 
31 
21 


100 

2,335 

743 


12, 360 


Footnotes  at  end  of  table. 
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Table  G6. — Holdings  of  public  debt  and  agency  securities  by  Government  agencies 
and  accounts,  June  30,  1961-65 — Continued 

[Par  value.    In  thousands  of  dollars] 


Investments  of  agencies 

1961 

1962 

1963 

1964 

1965 

GOVERNMENT  INVESTMENT 
ACCOUNTS— C  ontinued 

Handled  by  the  Treasury  i— Con. 

Other  trust  funds  and  accounts:— Con. 
District  of  Columbia— Continued 
Sanitary  sewage  works  fund 

2,429 

10, 140 

37,  088 

10 

Stadium  fund.  Armory  Board 

590 

39, 970 

10 

150 
43, 326 

235 

Teachers'  retirement  and  annuity  fund. 
Welfare  funds           _  -_-  .--  . 

47, 108 

10 

50 

417 

317,  064 

22,398 

758 

2,135 
5 

408 

50,986 

Working  capital  fund,  Armory  Board 

125 

Esther  Cattell  Schmitt  gift  fund        

414 

Exchange  Stabilization  Fund      . 

46,  000 
35,232 

72, 250 
8,822 

153, 147 

13, 618 

3,543 

1,835 

256, 806 

Federal  ship  mortgage  insurance  escrow- 
fund,  maritime  activities 

10,988 

Federal  ship  mortgage  insurance  fund, 
revolving  fund _  _  .  .. 

758 

General  post  fund,  Veterans'  Adminis- 
tration       _  - 

1,288 

1,597 

2, 185 

Gifts  and  bequests.  Commerce  ^ 

6 

Longshoremen's  and   Harbor  Workers' 
Compensation  Act,  reUef  and  rehabili- 
tation     -    - -- 

588 

588 

466 

312 

National  Archives  gift  fund                 .  .- 

1,824 

National  Archives  trust  fund 

102 

1,031 

21 

200 

153 
211 

1,571 

64 

166 

7 

102 

1,761 

69 

356 

153 
211 

916 

64 

176 

6 

102 

3,861 

73 

436 

153 
211 

919 

64 

166 

5 

102 
3,311 

578 

729 

212 
211 

292 

64 

156 

2 
24,  500 

1 

102 

National  Capital  Housing  Authority 

National  park  trust  fund 

4,011 
592 

Navajo  and  Ute  Mountain  Ute  Indians, 
New  Mexico 

830 

Office  of  Naval   Records  and  History 
fund                     - 

212 

Pershin?  Hall  Memorial  fund . 

211 

Philippine   Govermnent  pre-1934  bond 
account _     --     _-      ,- 

295 

Preservation  of  Birthplace  of  Abraham 
Lincohi,  National  Park  Service 

Public  Health  Service: 
(lift  funds --  - 

64 
156 

Patients'  benefit  fund,  Public  Health 
Service  hospitals        

2 

Pulilic  Housing  Administration 

7,500 

Saint  Elizabeths  Hospital  unconditional 
gift  fund    

1 

28,  500 

5 

31 

109 
1 

1 

10, 000 

6 

31 

109 

1 

1 

1 

Tennessee  Valley  Authority 

U.S.   Department  of  the  Air  Force- 
general  gift  fund _ 

6 

205 

109 

1 

3,153 

126 

43,  051 

102 

1,  634 
1, 944,  OOU 

47,815 
111,384 
101,  667 

6 

189 

109 

1 

3,365 

126 

44,  459 

108 

1,477 
1, 803, 256 

123, 868 
111,331 
101,  588 

6 

U.S.  Department  of  the  Army— general 
gift  fund 

192 

U.S.  Naval  Academy— general  gift  fund. 

U.S.  Naval  Academy— museum  fund 

War  risk  insurance  revolving  fund 

109 

1 

3,461 

Workmen's   Compensation  Act  within 
the  District  of  Columbia,  relief  and 
rehabilitation       _    ..  

126 

45,990 

116 

856 
1, 454,  060 

6,493 
107, 800 
105, 800 

126 

43,  000 

117 

1,083 
1, 332,  065 

6,493 
110,603 
103,  600 

126 

Handled  by  the  Agencies 
Banks  for  cooperatives J 

44, 368 

District  of  Columbia:  Miscellaneous  trust 
fluids 

116 

Farmers    Home    Administration,     State 
rural  rehabilitation  funds           

1,  646 

Federal  home  loan  banks  . .  . 

1,699,410 

Federal  Housing  Administration,  mutual 
mortgage  insurance  fund: 
Guaranteed  securities 

125,  561 

Federal  intermediate  credit  banks 

Federal  land  banks 

109,  604 
99,  482 

Footnotes  at  end  of  table. 
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Table  66. — Holdings  of  public  debt  and  agency  securities  by  Government  agencies 
and  accounts,  June  30,  1961-65 — Continued 

[Par  value.    In  thousands  of  dollars] 


Investments  of  agencies 

1961 

1962 

1963 

1964 

1965 

GOVERNMENT  INVESTMENT 
ACCOUNTS— Continued 

Handled  by  the  Agencies— Con. 

Federal  National  Mortgage  Association: 
Public  debt  securities: 
Government     mortgage     liquidation 
fund --    .      -  -            _-- 

5,794 

Secondary  market  operations 

91, 500 

79,  233 
23.  250 
14, 980 

Guaranteed  securities: 
Management  and  liquidating  functions. 
Secondary  market  operations 

69,  008 

746 

10, 448 

84, 124 
38, 673 
37, 424 

23,  558 
4,986 
6,928 

1,852 
5,993 

Special  assistance  functions              -     . 

5,967 

Nonguaranteed  securities; 
Government     mortgage     liquidation 
fund 

19, 115 

Secondary  market  operations       

59,  570 

Housing  and  Home  Finance  Administrator 
liquidating  programs: 
Guaranteed  securities       -               _     -  - 

4 

Tennessee  Valley  Authority: 
Nonguaranteed  securities 

10,  700 

Total 

55,  405,  917 

55, 898,  425 

57,  967,  204 

60,  742, 428 

63,  097,  958 

OTHER  ACCOUNTS 

Handled  bt  the  Treasury 

Alien  property  trust  fund _ .      _  _  _ 

570 
5,050 

1,945 

4,749 

38, 128 

1 
720,  703 

569 
4,750 

1,945 

4,548 

36, 162 

544 
4,400 

1,945 

6,  742 

35, 971 

614 
4,100 

1,945 

8,357 

35, 046 

608 

Canal  Zone  Postal  Savings  System  « 

Central  hospital  fund,  U.S.  Army,  Office 
of  The  Surgeon  General. -.. 

3,600 
1,945 

Comptroller  of  the  Currency..     _     _  _  ... 

10, 054 

Individual  Indian  money  deposit  fund  «.__ 
U.S.  Department  of  the  Air  Force — cadet 
fund  6 

34, 160 

U.S.  Postal  Savings  System      .-. 

599,  017 

497 

502,866 

887 

432, 079 
440 

355,  579 

Handled  by  the  Agencies 

General  Services  Administration,  Public 
Works  Administration  (in  liquidation) . 

Pannma.  Canal  Company 

25 

Total        --         

771, 170 

647, 488 

553, 355 

482,  581 

405,  946 

Grand  total--  - -  ---  -  

56, 177,  087 

56,  545, 913 

7  58,520,558 

'61,225,009 

'  63, 503, 904 

'  For  further  details  of  these  accounts,  see  tallies  67  through  83. 

'  Includes  Series  F  and  J  savings  bonds  at  current  redemption  value. 

s  Includes  Series  J  savings  bonds  at  current  redemption  value. 

*  Includes  accrued  interest  purchased. 

5  Securities  reported  imder  the  Merchant  Marine  Academy  general  gift  fund,  on  page  601,  1964  annual 
report,  were  transferred  to  this  fund  by  authorization  of  an  act  approved  October  2,  1964  (5  U.S.  C.  608a-c). 

8  Handled  as  Government  investment  accounts  for  the  fiscal  year  1961. 

'  Excludes  securities  in  the  amounts  of  $17,757,000,  $17,671,000,"and  $12,459,000  held  by  the  Atomic  Energy 
Commission  as  of  June  30,  1963,  1964,  and  1965,  respectively,  which  in  turn  are  held  by  trustees  for  the 
protection  of  certain  contractors  against  financial  loss  in  event  of  a  catastrophe. 

Note.— For  comparable  data  1939-49,  see  1949  annual  report,  p.  492-493,  and  for  1950-58,  see  1958  annual 
report,  p.  586-589,  and  for  1959-60,  see  1963  annual  report,  p.  637-639. 
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Table  67. — Civil  service  retirement  and  disability  fund,   June  30,   1965 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  May  22,  1920,  as  amended 
(5  U.S.C.  2267).    For  further  details  see  annual  report  of  the  Secretary  for  1941,  p.  136] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1964 

Fiscal  year 
1965 

Cumulative 

through 
June  30,  1965 

Receipts: 

Deductions  from  salaries,  service  credit 
payments,   and  voluntary  contribu- 
tions of  employees  subject  to  retire- 
ment act  '              -      - 

$12, 107, 633, 904.  45 
4, 324, 352, 923.  21 
5,678,211,506.14 
4, 426, 593,  521.  57 

5.  050, 000.  00 

$1,006,846,060.20 

65,  000,  000.  00 

1,  050,  356. 476.  70 

482, 170, 944.  47 

$13, 174, 479, 964. 65 

Federal  contributions  2 .  _ 

4, 389, 352, 923. 21 

Payments  by  employing  agencies  2 

Interest  and  profits  on  investments 

Transfer  from  the  Comptroller  of  the 
Currency  retirement  fund  '  .  . 

6,  728,  567, 982. 84 
4, 908,  764, 466.  04 

5,  050, 000. 00 

Total  receipts...  -- 

26,541,841,855.37 

2, 664, 373, 481. 37 

29, 206, 215, 336.  74 

Expenditures: 

Annuity  payments,  refunds,  etc 

Transfers  to  policemen's  and  firemen's 
relief  fund,  D.C.,  deductions  and 
accrued  interest  thereon 

12, 155, 870, 734.  05 
250,  747.  42 

1, 438, 114,  294. 78 
32,  544. 49 

13,  593, 985,  028. 83 
283,291.91 

Total  expenditures   .  ..    

12,156,121,481.47 

1, 438, 146, 839.  27 

13,  594,  268,  320.  74 

Balance 

14,385,720,373.90 

1, 226, 226,  642. 10 

15,611,947,016.00 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30,  1964 


Fiscal  year 
1965,  increase, 
or  decrease  (— ) 


June  30, 1965 


Investments  in  public  debt  securities: 

Special  issues,  civil  service  retirement 
fund  series  maturing  June  30: 
Treasury  certificates  of  indel>tedness: 

AViJo  Of  1965 

41^%  of  1966 


Treasury  notes: 

2y»%  b!  1965... 

2J^%  of  1965... 

3H%  of  1965... 

37^%  of  1965.. 

2J4%  of  1966... 

33^%  of  1966... 

314%  of  1966... 

4}4%  of  1966... 

334%  of  1967... 

314%  of  1967... 

41^%  of  1967... 

3^%  Of  1968... 

41^%  of  1968... 

iyg%  of  1969... 

4H%  of  1970... 
Treasury  bonds: 

21^%  of  1965.. _ 

2^%  of  1965... 

2!^%  of  1966... 

2yg%  of  1966... 

2W%  of  1967... 

2^%  of  1967... 

2^%  of  1967... 

2V4%  of  1968... 

2%%  of  1968... 

27^%  of  1968... 

354%  of  1968... 

2J^%  of  1969... 

27^%  of  1969... 

334%  of  1969... 

3?/^%  of  1969... 

2^%  of  1970... 

27^%  of  1970... 

334%  of  1970... 


$72, 800, 000.  00 


51, 316, 000. 
69, 913, 000. 
60, 976,  000. 
80,  227, 000. 
69, 913, 000. 
60, 976,  000. 
80,  227, 000. 
72,  775,  000. 
60, 976,  000. 
80,  227,  000. 
72, 775,  000. 
80, 227, 000. 
72, 775,  000. 
72, 775, 000. 


385, 

179, 

385. 

230, 

385, 

230, 

69, 

200, 

415, 

69, 

60, 

615, 

69, 

60, 

80, 

615. 

69. 

60, 


000, 
211, 

000, 
527, 
000, 
527, 
913, 
000, 
527, 
913, 
976, 
527, 
913, 
976, 
227, 
527, 
913. 
976, 


000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 
000.  00 
000.00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 


-$72, 800,  000.  00 
69, 707, 000.  00 


-51, 316, 000.  00 
-69, 913, 000.  00 
-60,  976,  000.  00 
-80, 227, 000.  00 


69,  699, 000.  00 


69, 699.  000.  00 
69, 699,  000.  00 
69, 699, 000.  00 

-385, 000,  000.  00 
-179,211,000.00 


$69, 707, 000. 00 


69, 913, 
60, 976, 
80,  227, 
72,  775, 
60,  976, 
80,  227, 

142,  474, 
80,  227, 

142,  474. 

142, 474, 
69,  699, 


000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.00 
000.  00 


385, 000, 

230,  527, 

385,  000, 

230,  527, 

69,  913, 

200, 000, 

415,  527, 

69, 913, 

60, 976, 

615,  527, 

69,  913, 

60,  976, 

80,  227, 

615,  527, 

69,  913, 

60, 976, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


Footnotes  at  end  of  table. 
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Table  Q7.— Civil  service  retirement  and  disability  fund,  June  30,  15^5— Continued 
II.   ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT — Continued 


Assets 


Investments  in  public  debt  securities— Con. 
Special  issues,  civil  service  retirement 
fund  series  maturing  June  30 — Con. 
Treasury  bonds— Continued 
3'-8%  of  1970. 


44%  of  1970_ 
2Ji%  of  1971. 
2^%  of  1971. 
ZH%  of  1971. 
3'i%  of  1971- 
4'^%  of  1971. 
3'i%  of  1972. 


4^%  of  1972.. 
2Vi%  of  1973.. 
3^%  of  1973.. 
3J^%  of  1973.. 
4'-^%  of  1973_. 
2S/g%  of  1974., 
2'i%  of  1974.. 
334%  of  1974-. 
37^%  of  1974.. 
4'  s%  of  1974.. 
254%  of  1975. 
27s%of  1975_, 
334%  of  1975.. 
3Ji%  of  1975. 
44%  of  1975. 
24%  of  1976. 
334%,  of  1976. 
3J^%  of  1976. 
44%.  of  1976. 
334%  of  1977. 
3^%,  of  1977. 
44%  of  1977. 
3,4%  of  1978. 
44%o  of  1978. 
44%,  of  1979. 
4J^%  of  1980. 


Total  special  issues. 


Public  issues: 

Treasury  notes: 

44%,  Series  C-1964 

45^%,  Series  A-1965 

Treasury  bonds: 
24%o  of  1964-69  (Apr.  15,  1943). 
24%  of  1964-69  (Sept.  15,  1943). 

ZYs%  of  1967 

334%  of  1968 

Z%%  of  1968 

4%,  of  1969  (Aug.  15,  1962) 

4%  of  1969  (Oct.  1.  1957) 

4%  of  1970 

4%  of  1972 

4%  of  1973 

4W%ofl973 

3%%  of  1974 

4U%ofl974 

4V4%ofl974 

4!4%  of  1975-85 

31/4%  of  1978-83 

314%  of  1980 

4%  of  1980 

314%  of  1985 

4M%  of  1987-92 

3V4%ofl990 

3%  of  1995 

3H%ofl998 


Total  public  issues. 

Total  investments. 
Undisbursed  balance 


June  30, 1964 


Total  assets. 


$80, 227, 
72,  775, 

61.5,  527, 
69,  913, 
60,  976, 
80,  227, 
72, 775, 
60, 976, 

532, 981, 

305,461, 

549, 959, 
60,  976, 

103, 448, 

185,  035, 

615,527, 
45, 956, 
60, 976, 
80,  227, 
96,  732, 

615,527, 
69, 913, 
60, 976, 
80, 227, 
72,  775, 

685,  440, 
60, 976, 
80,  227, 
72, 775, 

746, 416, 
80, 227, 
72,  775, 

826, 643, 
72,  775, 

899, 418, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


13, 491, 295, 000.  00 


2,  472,  000.  00 
610, 001).  00 


10, 000, 
16,  400, 
48,  400, 
2, 800, 
11,400, 
10, 000, 
59, 400. 
46, 000. 
25, 000, 
12, 000, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


Fiscal  year 
1965,  increase, 
or  decrease  (— ) 


47, 650, 000.  00 


10,  550, 
49, 605, 
5,  600, 
15.  700, 
102. 394, 
77, 900, 
10.000, 
85,  600, 
55, 205. 
83,  269, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


787,  955, 000.  00 


14,  279,  250, 000.  00 
106, 470, 373.  90 


14, 385,  720, 373.  90 


$69,  699, 000.  00 


69,  699,  000.  00 
-298,  254,  000.  00 


367,  953,  000. 00 
-45"  956,""  606.' 00 


115, 655,  000.  00 
"-24,"  693,' 606.' 00 


94, 392, 000.  00 


69,  699,  000.  00 


69,  699, 000. 00 


69, 699,  000.  00 

69,  699, 000.  00 

969,117,000.00 


1,  045,  468, 000. 00 


-2,  472,  000. 00 
-610,  000.  00 


-48,  400, 000.  00 


June  30,  1965 


5, 400, 000.  00 


51, 400, 000. 00 
61, 610, 000.  00 


100, 000, 000. 00 


166, 928. 000.  00 


1, 212, 396, 000.  00 
13, 830, 642. 10 


1,226,226,642.10 


$80, 227, 

72,  775, 

615,527, 

69,  913, 

60,  976, 

80,  227, 

142,  474, 

60,  976, 

532,  981, 

375,  160, 

251,  705, 

00,  976, 

103, 448. 

552,  988, 

615,  527, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


60,  976, 

80, 227, 

212, 387, 

615,  527, 

45,  220, 

60, 976, 

80,  227, 

167, 167, 

685,  440, 

60,  9T6, 

80,  227, 

142, 474, 

746, 416, 

80,  227, 

142,  474, 

826,  643, 

142,474, 

969,117, 

969, 117, 


000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


14,  536, 763,  000. 00 


10, 000, 000. 00 

16, 4C0,  000.  00 


2,  800, 
11,400, 
10,  000, 
59,  400, 
46,  000, 
25, 000, 
12, 000, 

5, 400, 
47, 650, 
51, 400, 
72, 160, 
49,  605, 

5, 600, 
15, 700, 
102, 394, 
77, 900, 
110, 000, 
85, 600, 
55, 205, 
83. 269, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000. 00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


954, 883, 000,  00 


15,491.646,000.00 
120,301,016.00 


15,611,947,016.00 


Footnotes  on  page  703. 
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Footnotes  to  table  67. 

1  Basic  compensation  deductions  have  been  at  the  rate  of  BH  percent  since  the  day  before  the  first  pay 
period  which  began  after  Sept.  30,  1956.  Since  1958  District  of  Columbia  and  Government  corporations' 
contributions  have  been  included  with  contributions  from  agency  salary  funds. 

2  Beginning  July  1,  1957,  appropriations  are  not  made  directly  to  the  fund.  Instead,  in  accordance  with 
the  act  approved  July  31,  1956  (5  U.S.C.  2254(a)),  the  employing  agency  contributes  (from  appropriations  or 
funds  from  which  the  salaries  are  paid)  amounts  equal  to  the  deductions  from  employees'  salaries. 

'  The  act  of  June  30, 1948,  as  amended  (5  U.S.C.  2259  note),  abolished  the  separate  retirement  fund  for  em- 
ployees of  the  OlTice  of  the  Comptroller  of  the  Currency  and  directed  transfer  of  its  assets  to  the  civil  sei  v- 
ice  retirement  and  disability  fund.    Amount  comprises  cash  derived  from  sale  of  securities. 


Table  68. — District  of  Columbia  teachers'  retirement  and  annuity  fund,  June  30,  1965 

[This  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  Aug.  7,  1946  (31  D.C.C.  702,  707 
772),  as  successor  to  the  District  of  Columbia  teacliers'  retirement  fund  established  under  the  act  of  Jan.  15 
1920,  as  amended,  effecting  the  consolidation  of  the  deductions  fund  and  the  Government  reserve  fund 
as  of  July  1,  1945] 

I.  RECEIPTS    AND    EXPENDITURES    (EXCLUDING    INVESTMENT    TRANSACTIONS) 


Cumulative 

through 
June  30,  1964 


Fiscal  year 
1965 


Cumulative 

through 
June  30,  1965 


Receipts: 

Deductions  from  salaries 

Voluntary  contributions 

Interest  and  profits  on  investments 

Appropriations  from  District  of  Columbia  revenues 

Total  receipts 

Expenditures: 

Annuities,  refunds,  etc 

Balance _. 


$29, 179, 252. 94 

196, 465.  55 

18, 903, 369.  69 

61,  699,  942. 84 


$2, 235, 993. 38 

975.  00 

1,647,891.22 

6,  544,  700.  00 


$31,415,246.32 

197, 440.  55 

20,  551, 260. 91 

68, 244, 642. 84 


109, 979,  031.  02 
62,  765,  239. 39 


10, 429,  559.  60 
6,  531, 957. 41 


120, 408, 590. 62 
69, 297, 196. 80 


47,  213, 791. 63 


3, 897, 602. 19 


51,  111,  393. 82 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Investments  in  public  debt  securities: 
Public  issues: 

Treasury  blUs 

Treasury  notes: 

\Ys%,  Series  A-1965. 

4%,  Series  A-1966 

Treasury  bonds: 

21^%  of  1965-70 

2y2%  of  1966-71 

2y2%  of  1967-72  (dated  June  1,  1945). 

Z%%  of  1968 

Ws%  of  1971 

m%  of  1973 

33^%  of  1974 

4J4%  of  1974 

4^%  of  1975-85 

Z]4.%  of  1978-83 

4%  of  1980 

3Ji%  of  1985 

4Ji%  of  1987-92 

4%  of  1988-93 

41^%  of  1989-94 

31^%  of  1990 

3%  of  1995 

3M%  of  1998 

2J^%  Investment  Series  A-1965 

2%%  Investment  Series  B-1975-80  . 


Total  investments. 
Undisbursed  balance 


Total  assets. 


June  30,  1964 


$250, 000.  00 


33, 
475, 

1,  000, 
1,  000, 
1,247, 
1,056, 
3, 256, 


000.  00 
000.  00 

000.  00 
000.  00 
500.  00 
500.  00 
000. 00 


2, 388, 
2,  617, 
1, 167, 
1,777, 
956, 
1,  077, 


500.  00 
000.  00 
000. 00 
500.  00 
500.  00 
500.  00 


1,  000, 

2,  531. 
3, 000, 

3,  599, 
4, 100, 

250, 
14, 325, 


000.  00 
500.  00 
000.  00 
500.  00 
000.  00 
000.  00 
000.  00 


47, 108, 000.  00 
105, 791.  63 


47, 213, 791. 63 


Fiscal  year 

1965,  increase, 

or  decrease  (— ) 


-$250,  000.  00 

-33, 000.  00 
-475, 000. 00 


475,  000. 00 


33, 000. 00 
196, 000.  00 


3, 932,  500. 00 


3, 878,  500.  00 
19, 102. 19 


3, 897,  602. 19 


June  30,  1965 


$1,  000, 
1,  000, 
1,247, 

1,  056, 
3,  256, 

475, 
2, 388, 

2,  650, 
1, 363, 

1,  777, 
956, 

1, 077, 
3, 932, 
1, 000, 

2,  531, 

3,  000, 
3,  599, 
4, 100, 

250, 
14, 325, 


000.  00 
000.  00 
500.  00 
500.  00 
000.  00 
000.  00 
500.  00 
000.  00 
000. 00 
500.  00 
500.  00 
500.  00 
500.  00 
000.  00 
500. 00 
000.  00 
500.  00 
000. 00 
000.  00 
000.  00 


50, 986,  500.  00 
124, 893. 82 


51,111,393.82 


704 


1965  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 


Table  69. — Employees  health  benefits  fund,  Civil  Service  Commission,  June  SO, 

1965 

[On  basis  of  reports  from  the  Civil  Service  Commission.    This  trust  revolving  fund  was  established  in 
accordance  with  the  provisions  of  the  act  of  Sept.  28,  1959,  as  amended  (5  U.S.C.  3007)] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1964 

Fiscal  year 
1965 

Cumulative 

through 
Jime  30,  1965 

Receipts: 

Direct  appropriations          _  .  . 

$21,666,000.00 

888,317,682.18 

495,  799, 894.  56 

3, 020, 165.  43 

$12,  210, 000.  00 

311,178,467.19 

139, 003, 863. 32 

1, 829,  255. 15 

$33, 876, 000.  00 

1,199,496,149.37 

634, 803,  757.  88 

4  849  420  58 

Employees'  and  annuitants'  vnthholdings 

Agency  contributions _.  

Tnterp.st  and  prnfits  on  inve.stments 

Total  receipts _ 

1,408,803,742.17 

464,221,585.66 

1,873,025,327.83 

Expenditures: 

Subscription  charges  paid  to  carriers 

1,343,903,579.29 

861,483.24 

—253,  285.  51 

4, 614,  758.  92 

43,  625.  79 
—1,332,762.45 

444,250,815.31 

9,  719, 023. 15 

—3.89 

1,170,787.40 

1,  788, 154, 394.  60 

Contingency  reserve  paid  to  carriers 

10,  580,  506. 39 

Carrier  refunds 

—253,  289.  40 

Administrative  expenses.-      .  .. 

5, 785,  546.  32 

Interest  on  administrative  expenses  paid  by 
employees'  life  insurance  fund  ' ". 

43,625  79 

Other  2 

—196,  551.  73 

—1,529,314.18 

Total  expenditures 

1,347,837,399.28 

454, 944, 070.  24 

1,802,781,469  52 

Balance 

60, 966, 342.  89 

9,  277,  515.  42 

70, 243, 858.  31 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Investments  in  public  debt  securities: 
Public  issues: 

Treasury  biUs 

Treasury  notes: 

4.%%,  Series  C-1964 

3M%,  Series  F-1964 

4%,  Series  E-1965 

4%,  Series  D-1966 

4%,  Series  A-1966 

35^%,  Series  B-1966 

35^%,  Series  B-1967 


Treasury  bonds: 
2>4%  of  1964-69  (dated  Apr.  15,  1943). 

3M%  of  1966 

ZYi%  of  1967 

3J^%  of  1968 

334%  of  1968 

4%  of  1969  (dated  Oct.  1,  1957) 

VA%  of  1971 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962) 

4%  of  1972  (dated  Nov.  15,  1962) 

4%  of  1973 

W%%  of  1973 

3J^%  of  1974 

AViJc  of  1974 

ZM%  of  1978-83 

3>'2%  of  1980 

41^%  of  1987-92 

31^%  of  1990 

31^%  of  1998 


Total  investments. 
Undisbursed  balance 


Total  assets. 


June  30,  1964 


$8, 374, 000.  00 

591,000.00 
3, 172, 000.  00 
1,000,000.00 


599,  000.  00 
1, 120, 000.  00 


875, 000.  00 
751, 000.  00 
698, 000.  00 
000,  000.  00 
298,  000.  00 
000,  000.  00 
804,  000.  00 
732,  000.  00 
410, 500.  00 
792,  500.  00 
016,  500.  00 


3, 785,  500.  00 


190, 000.  00 
738,  000.  00 


,  130,  500.  00 
,  950, 000.  00 


53, 027,  500.  00 
7,  938, 842. 89 


60, 966, 342. 89 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


-$6, 959, 000. 00 

—591,000.00 

—3, 172, 000.  00 

—1,000,000.00 

763, 000. 00 


-1,120.000.00 
9,  729, 000.  00 


-1,751,000.00 
-1,698,000.00 


1, 796,  000. 00 
"9,"923,"500."00' 


3, 000,  000.  00 


8, 920, 500.  00 
357, 015. 42 


9, 277, 515. 42 


June  30, 1965 


$1, 415, 000. 00 


763, 000.  00 
599, 000.  00 


9, 729, 000.  00 


875,  000.  00 


1,  000, 
1, 298. 
1, 000, 
5,804, 
3, 732, 
4,410, 
3,  792, 

2,  016, 
1,  796, 

3,  785, 
9, 923, 

190, 

738, 

3, 000, 

2, 130, 

3, 950, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
500.  00 
500.  00 
500.  00 
000.  00 
500.  00 
500.  00 
000.  00 
000.  00 
000.  00 
500.  00 
000.  00 


61,948,000.00 
8, 295, 858. 31 


70, 243, 858. 31 


1  As  provided  in  the  act  (6  U.S.C.  3008(a)). 

2  Difference  between  cost  and  face  value  of  investments. 
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Table    70. — Retired   employees    health   benefits  fund,    Civil   Service    Commission, 

June    30,    1965 

[On  basis  of  reports  from  the  Civil  Service  Commission.    This  trust  revolving  fund  was  established  in 
accordance  with  the  provisions  of  the  act  of  September  8,  1960  (5  U.S.C.  3057)] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30, 1964 

Fiscal  year 
1965 

Cumulative 

through 
June  30, 1965 

Receipts: 

Direct  appropriations  (Government  contribution) . , 
Annuitants  withholdings  .       . 

$43,425,000.00 

38,628,208.53 

8, 736. 26 

$14, 800, 000.  00 

13,068,118.62 

4,  000. 00 

$58, 225, 000. 00 

51, 696, 327. 15 

12  736  26 

Interest  and  profits  on  investments 

Total  receipts .    ..  . 

82,061,944.79 

27, 872, 118. 62 

109, 934,  063. 41 

Expenditures: 

Subscription  charges  paid  to  carrier... 

60, 100, 052.  70 
18,971,645.44 

1,306,286.87 
6, 409. 00 

-294,  092. 95 

20,451,958.63 

6, 608, 549. 49 

230,377.42 

80, 552,  Oil.  33 

25, 580, 194. 93 

1,536,664  29 

Government  contributions  paid  to  annuitants  ' 

Administrativp  Pxpeoses 

Interest  on  loans      .  . 

6, 409.  00 
—495  361  43 

Other  2 

-201,268.48 

Total  expenditures 

80.090,301.06 

27,089,617.06 

107,179,918.12 

Balance 

1,971,643.73 

782,501.56 

2,754,145.29 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30, 1964 

Fiscal  year  1965, 
increase,  or 
decrease  (— ) 

June  30, 1965 

Investments  in  public  debt  securities: 
Public  issues: 
Treasury  bills 

$1,225,000.00 

$1,225,000.00 
100. 000.  00 

Treasury  bonds,  4%  of  1969 

$100, 000.  00 

Total  investments    ..    .. 

100, 000.  00 
1,871,643.73 

1, 225, 000.  OO 
-442, 498. 44 

1  325  000  00 

Undisbursed  balance. 

1.429.145.29 

Total  assets 

1,971,643.73 

782,501.56 

2,754,145.29 

1  In  accordance  with  5  U.S.C.  3055(a),  subject  to  specified  restrictions,  a  retired  employee  who  elects  to 
obtain  or  retain  a  health  benefits  plan  other  than  the  uniform  Government-wide  health  benefits  plan  di- 
rectly with  a  carrier,  shall  be  paid  a  Government  contribution  toward  the  cost  of  his  plan  which  shall  be 
equal  in  amount  to  the  appropriate  Government  contribution. 

'  Difference  between  cost  and  face  value  of  investments. 


782-556--6ft- 


-45 
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Table  71. — Employees'  life  insurance  fund,  Civil  Service  Commission,  June  30,  1965 

[On  basis  of  reports  from  the  Civil  Service  Commission.    This  trust  revolving  fund  was  established  in 
accordance  vi^ith  the  provisions  of  the  act  of  August  17,  1954,  as  amended  (5  U.S.C.  2091(c))] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1964 

Fiscal  year 
1965 

Cumulative 

through 
June  30,  1965 

Receipts: 

Employees'  withholdings      .             .  _  .  .  _ 

$796, 979,  415. 36 
398,  494, 235. 54 

23, 295,  055. 96 

39, 643,  081. 96 

3,  666.  09 

13, 958,  336.  40 
7,  922, 934.  40 

$110,165,786.01 
55, 080, 341.  44 

3, 141,  271.  75 
13, 414, 253.  71 

$907, 145, 201.  37 
453,  574, 576.  98 

26,  436, 327.  71 

Government  contributions    .-  -  - - 

Premiums  collected  from  beneficial  association 
members - .  .  -  -  -  - 

Interest  and  profits  on  investments 

53,  057, 335.  66 

Other                 - .  _  .  .  .      

3  666  09 

Assets  acquired  from  beneficial  associations: 
U.S.  securities. -._-._.      .  _. 

13, 958, 336.  40 

Other 

87,  067.  95 

8, 010,  002. 35 

Total  receipts.. - 

1, 280, 296,  725.  70 

181, 888, 720.  86 

1, 462, 185,  446.  56 

Expenditures: 

Premiums  paid  to  insurance  companies: 
For  Federal  employees  generally.     .  _     ... 

1, 172, 922, 178. 10 

266, 096, 878.  69 

37, 172,  754. 95 

5, 626, 936. 10 

1, 917, 297.  51 

-16, 046, 135. 31 

163, 216, 031. 38 

1  14, 015, 690.  64 

5,800,926.13 

»  15, 339.  74 

286, 209.  08 
3  255,  490.  24 

1, 336, 138,  209.  48 

Less  return  of  premiums  paid               .  . 

280,112,569.33 
42, 973,  681.  08 

For  beneficial  association  members        

Less  return  of  premiums  paid 

5, 642, 275.  84 

Administrative  expenses    __.      .  -_-  ... 

2,  203,  566.  59 

Other 

-15,790,645.07 

Total  expenditures 

924, 242, 280.  46 

155, 527,  686.  45 

1,  079,  769,  966.  91 

Balance 

356, 054, 445.  24 

26, 361, 034.  41 

382, 415, 479.  65 

Footnotes  at  end  of  table. 
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Table  71. — Employees^  life  insurance  fund,   Civil  Service  Commission,  June  30, 

i  9(55— Continued 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Investments  in  public  debt  securities: 
Public  issues: 

Treasury  bills 

Treasury  notes: 

\%7o,  Series  A-1965 

4%,  Series  A-1966 

Treasury  bonds: 

2H%  of  1962-67 

2}^%  of  1963-68 

2H%  of  1964-69  (dated  April  15,  1943) . 
2H%  of  1964-69  (dated  Sept.  15,  1943) . 

Z%%  of  1966 

2H%  of  1966-71 

Wi%  Of  1967 

VA%  of  1968 

Wa.%  of  1968 

4%  of  1969 

ZVfffo  of  1971 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962) 

4%  of  1972  (dated  Nov.  15,  1962) 

m%  of  1973 

41^%  of  1974 

4M%  of  1974 

ZVtr/o  of  1974 

4^%  of  1975-85 

3M%  of  1978-83 

3H%  of  1980 

4%  of  1980_ 

3M%  of  1985. 


4J^%  of  1987-92. 
4%  of  1988-93. 


4J^%  of  1989-94 

3}^%  of  1990 

3%  of  1995 

3^%  of  1998 

2?^%  Investment  Series  B-1975-80. 
U.S.  savings  bonds: 

Series  J  (2.76%) 

Series  K  (2.76%) 


Total  investments- 
Undisbursed  balance 


Total  assets. 


June  30,  1964 


$3,  000,  000.  DO 


17, 

15, 
3, 

5, 
5, 
5, 
3, 

5, 
22, 

1, 

15, 

2, 

15, 

10, 

5, 


838, 
165, 

015, 
000, 
500, 
000, 
000, 
864, 
000, 
105, 
500, 
330, 
806, 
000, 
000, 
783, 


000.  00 
000.  00 

000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
500.  00 
000.  00 
000.  00 
000.  00 
000.  00 
500.  00 
000. 00 
000.  00 
000.  00 


15, 

20, 

16, 

9, 

11, 

39, 

8, 

3, 

15, 

24, 

31, 

21, 


000, 
220, 
012, 
330, 
272, 
942, 
486, 
772, 
197, 
198, 
276, 
135, 
358, 
179, 

606, 
15, 


000.  00 
000.  00 
500.  00 
500.  00 
500.  00 
500.  00 
500.  00 
000.  00 
000.  00 
500.  00 
000. 00 
500.  00 
500.  00 
000.  00 

900.  00 
000.  00 


352, 909, 900.  00 
3, 144,  545.  24 


356,  054, 445.  24 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


-$838,  000.  00 
-17,165,000.00 

-14,000,000.00 


-5, 000,  000. 00 
"-5, 000,"  000."  00 


4, 000,  000.  00 

15, 000,  000.  00 

838,  000.  00 


11, 096,  500.  00 
222, 000.  00 


36,  576, 500.  00 
""""904,"6o6."66 


-20,  000.  00 


26, 614,  000.  00 
-252,  965.  59 


26, 361,  034.  41 


June  30,  1965 


$3,  000, 000.  00 


1,  015, 000.  00 
3, 000,  000.  00 
5,  500,  000.  00 
5, 000, 000.  00 


3, 864,  500.  00 


22, 105, 

1,  500. 

15, 330, 

2, 806, 

15, 000, 

10,  000, 

5,  783, 

4,  000, 

15,  000, 

15,  838, 

20, 220, 

27, 109, 

9,  552, 

11,272, 

39, 942, 

8,  486, 

40, 348, 

15, 197, 

25, 102. 

31,  276, 

135, 

21,  358, 

179, 


000.  00 
000.  00 
000.  00 
500.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
500.  00 
500.  00 
500.  00 
500.  00 
500.  00 
000.  00 
500.  00 
000.  00 
500.  00 
500.  00 
000.  00 


586, 900.  00 
15,  000.  00 


379,  523, 900.  00 
2,  891, 579.  65 


382, 415, 479.  65 


•  Premium  payments  in  excess  of  the  $100  million  contingency  reserve  set  by  tlie  Civil  Service  Commission, 
which  are  required  to  be  returned  to  the  fund  by  tlie  insuring  companies  (5  U.S.C.  2097(d)). 

2  Return  of  premium  payments  in  excess  of  annual  claims  paid,  expenses,  and  other  costs. 

3  Difference  between  cost  and  face  value  of  investments. 
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Table  72. — Federal  disability  insurance  trust  fund,  June  30,  1965 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  Social  Security  Act 
amendments  approved  Aug.  1,  1956  (42  U.S.C.  401(b))] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1964 

Fiscal  year 
1965 

Cumulative 

tlirough 
June  30,  1965 

Receipts: 

Appropriations  ^                                   

$6, 976, 286, 402.  24 

-65,  812,  500. 00 
497, 852,  614.  58 
367, 601, 474.  81 

26,831,000.00 

$1,095,087,773.24 

—13, 064,  500.  00 
93,220,620.11 
65,  247,  217.  77 

$8,071,374,175.48 

Less  refund  of  internal  revenue  collec- 
tions              --    -    

—78, 877, 000. 00 

Deposits  by  States..    _ .  .  . 

591,073,234.69 

Interest  and  profits  on  investments 

Payments    from    railroad    retirement 
account 

432, 848,  692.  58 
26,831,000.00 

Other  (HEW)                               -    

16,  970.  23 

16, 970.  23 

Total  receipts. 

7, 802,  758, 991.  63 

1,240,508,081.35 

9, 043, 267, 072.  98 

Expenditures: 

Benefit  payments . . 

5,173,211,198.07 
54, 926,  000.  00 

25, 487,  255.  08 

285, 147,  054.  00 

1,392,190.264,93 
23,  615, 000.  00 

3,  767, 958.  52 

2  78,  223,  221.  00 

6,565,401,463.00 

To  railroad  retirement  account 

78,  541, 000. 00 

Administrative  expenses: 
To  general  fund 

29, 255,  213.  60 

To  Federal  old-age  and  survivors  insur- 
ance trust  fund -    -  .  - 

363,  370,  275.  00 

Total  expenditures. .  _    

5,  538,  771,  507. 15 

1,497,796,444.45 

7,  036,  567, 951.  60 

Balance                            .    

2,  263, 987, 484.  48 

—257,  288, 363. 10 

2, 006, 699, 121.  38 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30, 1964 

Fiscal  year  1965, 
increase,  or 
decrease  (— ) 

June  30,  1965 

Investments  in  public  debt  securities: 

Special  issues.  Federal  disability  insur- 
ance   trust    fund    series   maturing 
June  30: 
Treasury  notes; 
334%  of  1967 

$1,349,000.00 

58,  792, 000.  00 

19, 389, 000.  00 

30, 000, 000.  00 
102, 894, 000.  00 

20, 738, 000.  00 
132, 894, 000.  00 

20, 738, 000.  00 
132, 894, 000.  00 

20,  738, 000.  00 
132. 894, 000.  00 

20,738,000.00 
132, 894, 000.  00 

20,  738, 000.  00 
132,  894, 000.  00 

20, 738, 000.  00 
132, 894,  000.  00 

20, 738, 000.  00 
132, 894, 000.  00 

20,  738, 000. 00 
153,  632, 000.  00 
153, 632,  000.  00 
153, 632,  000.  00 
133, 173, 000. 00 

—$1,349,000.00 

—58, 792. 000.  00 
—19, 389,  000.  00 
—30, 000,  000.  00 

—102,  894, 000.  00 
—20,  738, 000.  00 

—132, 894, 000.  00 
—20,  738, 000.  00 
—99, 162, 000.  00 

Treasury  bonds: 
95,^0/.  of  1967 

334P'  of  1967 

2U%  of  1968 

25/4%  of  1968 

Z'^'iVn  of  1968 

25^%  of  1969                             .       -  - 

334%  of  1969 

2-^/^%  of  1970       

$33, 732, 000.  00 

3%%  of  1970 

20, 738, 000.  00 

2^A°/r  of  1971 

132,  894,  000.  00 

334%  of  1971 

20,  738, 000.  00 

25s%  of  1972 

132, 894, 000.  00 

3-%%  of  1972 

20,  738, 000.  00 

2'!-^%  of  1973 

132, 894, 000.  00 

3^%  of  1973 



20, 738, 000. 00 

25/^%  of  1974                               

132, 894, 000.  00 

3^%  of  1974                  

20, 738, 000.  00 

2^%  of  1975 

132,894,000.00 

3^%  of  1975 

20, 738,  000.  00 

3^%  of  1976 

153, 632, 000.  00 

334%  of  1977                  

153, 632,  000.  00 

ZVsP/r,  of  1978 

153, 632,  000.  00 

4V^%  of  1979 

20,  459, 000.  00 
125,  606, 000. 00 

153, 632, 000.  00 

4V^%of  1980  .  .                       

125, 606, 000.  00 

Total  special  issues 

1, 902,  655, 000.  00 

-339, 891, 000.  00 

—    —     .       .                      .       -L- 

1, 562,  764, 000.  00 

Footnotes  at  end  of  table. 
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Table  72. — Federal  disability  insurance  trust  fund,   June  SO,  1965 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT— Continued 


Assets 

June  30, 1964 

Fiscal  year  1965, 
increase,  or 
decrease  (— ) 

June  30, 1965 

Investments  in  public  debt  securities— Con. 
Public  issues: 
Treasury  notes: 
5%,  Series  B-1964 

$825, 000. 00 

10,  000, 000.  00 

3,  750,  000.  00 

5, 000, 000.  00 

5, 000, 000.  00 

10, 000,  000.  00 

26, 000, 000.  00 

14, 000, 000.  00 

2, 000, 000.  00 

2, 000,  000.  00 

16, 500, 000.  00 

5, 000, 000.  00 

-$825,  000.  00 
-$10, 000,  000. 00 

Treasury  bonds: 
3^%  0(1967                 - 

37^%  of  1968  (dated  June  23,  I960)... 
Zli%  Of  1968  (dated  Sept.  15,  1963)... 
3^%  of  1968                   

$3,  750,  000.  00 

5,  000, 000.  00 

5, 000, 000.  00 

4%  of  1969  (dated  Aug.  15,  1962) 

10, 000, 000.  00 

4%  of  1969  (dated  Oct.  1,  1957) 

26,  000,  000.  00 

4%  of  1970                    

14,  000, 000.  00 

4%  of  1972  (dated  Nov.  15,  1962) 

2,  000, 000.  00 

4%  of  1972  (dated  Sept.  15,  1962)    . 

2, 000, 000.  00 

4%  of  1973         -           

16, 500, 000.  00 

3^%  of  1974 

5, 000,  000.  00 

41^%  of  1974 

10, 000,  000.  00 
1, 750,  000.  00 

10, 000, 000.  00 

434%  of  1975-85 

19, 045, 000.  00 
30, 250, 000.  00 

5, 000, 000.  00 
68, 400,  000.  00 
10,  500,  000.  00 

6, 000, 000.  00 

20, 795,  000.  00 

4%  of  1980     .                 - 

30, 250, 000. 00 

4Ji%  of  1987-92 

75, 800,  000. 00 

80, 800, 000. 00 

4Vs%  of  1989-94 

68, 400, 000. 00 

314%  of  1990              

10,  500, 000.  00 

314%  of  1998 — 

5, 000,  000.  00 

Total  public  issues          .  .-  .    . 

238, 270, 000.  00 

76, 725, 000.  00 

314, 995,  000.  00 

Total  investments— par  value 

Unamortized  discount  and  premium  on 
investments  (net)  .    .          _    

2. 140, 925,  000.  00 

-2, 470,  662.  05 
54,  615. 38 

-263, 116, 000. 00 

270, 150. 60 
-47,006.68 

1, 877, 759, 000. 00 
-2,  200, 411. 45 

Accrued  interest  purchased 

7, 608. 70 

Total  investments.. 

2, 138,  609,  053.  33 
125, 478, 431. 16 

-262,942,856.08 
5, 654, 492. 98 

1, 875,  566, 197. 25 

Undisbursed  balance  ...; 

131, 132, 924. 13 

Total  assets 

2, 263, 987, 484. 48 

-257,288,363.10 

2,006,699.121.38 

'  Appropriations  are  equal  to  the  amount  of  employment  taxes  coUected'as  estimated  by  the  Secretary  of 
the  Treasury  and  adjusted  in  accordance  with  wage  reports  certified  by  the  Secretary  of  Health,  Education, 
and  Welfare  for  distribution  to  this  fund  and  the  Federal  old-age  and  survivors  insurance  trust  fund. 
'Reimbursement  covering  the  fiscal  year  1964  including  $3,112,262.00  interest. 
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Table  73. — Federal  old-age  and  survivors  insurance  trust  fund,  June  SO,  1965 

[This  trust  fund,  the  successor  of  the  old-age  reserve  account,  was  established  in  accordance  with  the  pro- 
visions of  the  Social  Security  Act  Amendments  (42  U.S.C.  401).  For  further  details  see  annual  reports 
of  the  Secretary  for  1940,  p.  212,  and  1950,  p.  42] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30,  1964 

Fiscal  year 
1965 

Cumulative 

through 
June  30, 1965 

Receipts: 
Appropriations  ' 

$119, 713, 870, 201. 85 

-973,  595, 000.  00 

6,114,715,147.43 

8, 180,  061, 742.  01 

15, 386, 400.  00 

35, 393,  000.  00 
10, 827,  061. 30 

$14,777,984,820.93 

-178, 625, 500.  00 

1,257,853.080.87 

583, 124,  534. 10 

$134, 491, 855,  022. 78 

Less  refund  of  internal  revenue  collec- 
tions                           -  

-1,152,220,500.00 

Deposits  bv  States       

7, 372,  568, 228. 30 

Interest  and  profits  on  investments 

Transfers  from  general  fund  ^       .        

8, 763, 186, 276. 11 
15, 386,  400.  00 

Payments  from  railroad  retirement  ac- 
count 

35, 393,  000.  00 

Others 

3, 189, 891.  22 

14,  016,  952.  52 

Total  receipts.      .-  - 

n33,  096,  658,  552.  59 

16,443,526,827.12 

149,  540, 185, 379.  71 

Expenditures: 
Benefit  payments         - 

108, 427, 294, 887.  26 

35, 349, 961. 30 

2, 242,  559,  000.  00 

2,  236, 144, 888. 31 
706, 749, 221. 22 

25, 400, 625. 00 

-275,690,818.00 

15,  225, 894, 365.  63 

305, 245.  52 

435, 638,  000.  00 

322, 787, 831. 11 
49,  712, 198. 83 

2, 666,  000.  00 

-75, 110,  959.  00 

123, 653, 189,  252. 89 

Construction  of  buildings 

35, 655,  206. 82 

To  railroad  retirement  account              .  - 

2,  678, 197,  000. 00 

Administrative  expenses: 
Salaries  and  expenses  ' 

2,  558, 932,  719.  42 

To  general  fund                          _          -  - 

756, 461, 420.  05 

To  Department  of  Health,  Education, 
and  Welfare .  . 

28, 066, 625.  00 

From  Federal  disability  insurance  trust 
fund    --      .                    ...     .- 

-350, 801, 777. 00 

Total  expenditures _  -. -- 

113,397,807,765.09 

15,961,892,682.09 

129, 359, 700, 447. 18 

Balance 

19,  698, 850, 787.  50 

481, 634, 145.  03 

20, 180, 484, 932.  53 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Investments  in  public  debt  securities: 

Special  issues.  Federal  old-age  and  sur- 
vivors insurance  trust  fund  series 
maturing  June  30: 

Certificates  of  indebtedness: 
41.^%  of  1966 

Treasurv  notes: 

4H%ofl966 

41.6%  of  1967 

Treasurv  bonds: 

2S/i%of  1966 

21/2%  of  1967 

2s,^%ofl967 

21.4%  of  1968. 

25/^%  of  1968 

254%  of  1969 

25/^%  of  1970 

25/i%of  1971 

2H%ofl972 

254%  of  1973. 


25^%  of  1974. 
2%%  of  1975. 
3%%  of  1975. 
3%%  of  1976. 
37^%  of  1977. 
3%%  of  1978. 
^%%  of  1978. 
4V^%  of  1979. 
4H%ofl980. 


Total  special  Issues. 
Footnotes  at  end  of  table. 


June  30, 1964 


$597,  887, 000.  00 


161, 
912, 
168, 
412, 

668, 

1,080, 

1,080, 

1,080, 

1,080, 

1,080, 

1, 080, 

919, 

160, 

1,080, 

1,080, 

658, 

421, 

1, 080, 


284, 
Oil, 
000, 
Oil, 
000, 
Oil, 
Oil, 
Oil, 
Oil, 
Oil, 
Oil, 
934, 
077, 
Oil, 
Oil, 
444, 
567, 
Oil, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 


14, 799, 314,  000.  00 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


$141, 020, 000. 00 

—597, 887, 000.  00 
1,032,019,000.00 

—161,284,000.00 
—912,011,000.00 
—120, 008, 000.  00 


1,080,011,000.00 


461,860,000,00 


June  3D,  1965 


$141,020,000.00 

'i,'632,oi9,'6oo.'66 


47, 992, 

412,011, 

668, 000, 

1,080,011, 

1,080,011, 

1,080,011, 

1,080,011, 

1,080,011, 

1,080,011, 

919, 934, 

160, 077, 

1,080,011, 

1,080,011, 

658, 444, 

421,567, 

1,080,011, 

1,080,011, 


000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 80 
000.  00 
000.  00 
000. 00 
000. 00 
000.  00 


15, 261, 174, 000. 00 
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Table  73. — Federal  old-age  and  survivors  insurance  trust  fund,  June  30,  1965 — Con. 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT— Continued 


Assets 


Investments  in  public  debt  securities— Con. 
Public  issues; 
Treasury  notes: 

5%,  Series  B-1964 

45^%,  Scries  A-1965 

Treasury  bonds: 
2yi%   of   1964-69    (dated   Apr.    15, 

1943) 

2^%  of  1964-69   (dated   Sept.   15, 

1943) 

3M%0fl966 

25^%    Of   1967-72    (dated    Oct.    20, 

1941) 

3^%  of  1967 

3M%  of  1968 

3^^%  of  1968 

4%  of  1969  (dated  Aug.  15,  1962) 

4%  of  1969  (dated  Oct.  1,  1957) 

4%  of  1970 

4%  of  1971 

4%  of  1973 

3Ji%  of  1974 

4i.i%  of  1974 

AM%  of  1974 

4W%  of  1975-85 

31.4%  of  1978-83 

4%  of  1980 

3M%  of  1980 

3M%  of  1985 

4}^%  of  1987-92.. _. 

41^%  of  1989-94 

3H%  of  1990 ., 

3%  of  1995.. 

V/2%  Of  1998 

2%%  Investment  Series  B-1975-80.. 

Total  public  issues 


Total  investments,  par  value 

Unamortized   premium   and   discount 
(net) 

Accrued  interest  purchased 


Total  investments. 
Undisbursed  balance' 


Total  assets. 


June  30,  1964 


$4, 125, 000. 00 
6, 352, 000. 00 


22, 180, 000.  00 

33, 000, 000. 00 
27,  729, 000.  00 

250. 00 
34, 205,  000.  00 
7, 000,  000.  00 
17, 450, 000.  00 
20,  000, 000.  00 
57,  500,  000.  00 


100, 000, 000. 00 
38, 000, 000.  00 
32,  500, 000.  00 


78, 023. 
60, 200, 

153, 100, 

449, 450, 
25,  700, 
10,  000, 
91, 300, 

556,  250, 
85, 170, 

552,  037, 
,  064, 902, 


000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


3, 526, 173, 250.  00 


18, 325, 487, 250.  00 
-20,  618, 109. 13 


18, 304, 869, 140. 87 
1, 393, 981, 646. 63 


19, 698, 850,  787.  50 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


-$4, 125, 000.  00 
—6, 352, 000.  00 


-27,  729, 000. 00 


-34, 205, 000.  00 


-15, 000, 000.  00 

"i5,'oo6,~ooo'6o" 


—8, 000, 000.  00 

61,934,000.00 

6, 352, 000.  00 


23,  000,  000.  00 

"-i5,'ooo,"ooo."oo" 


-4, 125,  000.  00 


457, 735, 000.  00 

3, 104, 387.  93 
15, 756.  96 


460, 855, 144. 89 
20,  779,  000. 14 


481, 634, 145.  03 


June  30, 1965 


$22, 180, 000. 00 
33, 000, 000. 00 


250. 00 


7, 000, 
17,450, 

5, 000, 

57,  500, 

15, 000, 

100, 000, 

38, 000, 

24,  500, 
61,934, 

6, 352, 

78, 023, 

60,  200, 

153, 100, 

449, 450, 

25,  700, 
33,  000, 
91, 300, 

556, 250, 

70, 170, 

552,  037, 

,  064, 902, 


000. 00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


3,  522,  048, 250.  00 


18, 783, 222, 250. 00 

-17,  513, 721.  20 
15,  756.  96 


18,  765, 724,  285.  76 
1, 414,  760,  646. 77 


20, 180, 484, 932.  53 


'  Appropriations  are  equal  to  the  amount  of  employment  taxes  collected  as  estimated  by  the  Secretary 
of  the  Treasury  and  adjusted  in  accordance  with  wage  reports  certified  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  for  distribution  to  tliis  fund  and  the  Federal  disability  insurance  trust  fund. 

2  In  connection  with  payments  of  benefits  to  survivors  of  certain  World  War  II  veterans  who  died  within 
three  years  after  separation  from  active  service. 

3  Incidental  recoveries,  and,  beginning  with  the  fiscal  year  1958,  includes  reimbursement  of  interest  in 
the  amount  of  .$12,568,498  transferred  from  the  Federal  disability  insurance  trust  fund  pursuant  to  42  U.S.C. 
201(g)(1). 

4  Excludes  unappropriated  receipts  of  $27,000,000. 

5  Paid  directly  from  the  trust  fund  beginning  with  the  fiscal  year  1947  under  annual  appropriation  acts. 

6  Includes  the  following  balances  in  accomits  as  of  June  30: 

196Jt  196S 

Benefit  payments $1, 380,  603, 694.  51    $1,  413, 151,  272.  04 

Salaries  and  expenses 13,347,072.24  1,178,240.37 

Construction  of  buildings 30, 879.  88  431, 134.  36 
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Table  74. — Foreign  service  retirement  and  disability  fund,  June  SO,  1965 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  May  24, 1924,  and  the  act  of 
Aug.  13,  1946  (22  U.S.C.  1062).    For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  138] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through 
June  30, 1964 


Fiscal  year 
1965 


Cumulative 

through 
June  30,  1965 


Receipts: 

Deductions  from  salaries,  service  credit  pay- 
ments, and  voluntary  contributions  of  em- 
ployees subject  to  retirement  act 

Appropriations  ' 

Payments  by  employing  agency  ' 

Receipts  from  civil  service  retirement  and  dis- 
ability fund 

Interest  and  profits  on  investments 

Total  receipts 

Expenditures: 

Annuity  payments  and  refunds 

Balance 


$39,760,403.52 

25, 815, 900.  00 

9, 296, 936. 33 

3,557,225.55 
18, 195, 843. 95 


$3, 877, 557. 80 


3, 686, 757.  02 

795,  896. 16 
1,  577, 255.  77 


$43, 637, 961. 32 
25, 815, 900.  00 
12, 983, 693. 35 

4,353,121.71 
19,  773, 099. 72 


96, 626, 309. 35 
57, 123, 588.  70 


9, 937, 466. 75 
8, 306, 582. 54 


106, 563, 776. 10 
65, 430, 171. 24 


39, 502, 720.  65 


1,630,884.21 


41, 133, 604. 86 


II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30, 1964 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


June  30, 1965 


Investments  In  public  debt  securities: 

Special  issues.  Treasury  certificates  of  indebted- 
ness, foreigii  service  retirement  fund  series 
maturing  June  30: 

4%  of  1965 

3%  of  1965 

3%  of  1966 

4%  of  1966. -- 


$37, 774, 000.  00 
1, 140, 000.  00 


-$37, 774,  000.  00 

-1,140,000.00 

1, 126, 000.  00 

39,318,000.00 


$1, 126, 000.  00 
39, 318, 000. 00 


Total 

Undisbursed  balance. 


38, 914,  000.  00 
588, 720. 65 


1,  530,  000.  00 
100, 884. 21 


40, 444, 000. 00 
689, 604. 86 


Total  assets. 


39, 502, 720. 65 


1, 630, 884. 21 


41, 133, 604. 86 


1  Beginning  July  1, 1961,  appropriations  are  not  made  directlv  to  the  fund.  Instead,  in  accordance  with 
the  act  approved  Sept.  8,  1960  (22  U.S.C.  1071(a)),  the  employing  agency  contributes  (from  appropriations 
or  funds  from  which  the  salaries  are  paid)  amounts  equal  to  the  deductions  from  employee's  salaries. 
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Table  75. — Highway  trust  fund,  June  SO,  1965 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  section  209(a)  of  the  Highway  Revenue 

Act  of  1956  (23  U.SC.  120  note)] 
I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30, 

1965 

Receipts: 

Excise  taxes:  i 
Gasoline  ^ 

$16, 626,  725, 484.  41 
646,  068, 900.  31 

1,890,077,996.80 
136,  565,  691.  28 

1, 306,  348,  438.  06 
459,  980, 677. 29 
124, 027, 090.  77 
272,  718, 179.  33 

$2,  720, 696, 170. 12 

143, 675, 108.  28 

381,  539, 560.  92 

24, 160,  662. 81 

393, 304, 162.  28 

99, 278, 933.  75 

23,  752, 914.  01 

$19, 347, 421, 654. 53 
789,  744,  008.  59 

2, 271,  617,  557.  72 
160,  726, 354.  09 

1, 699, 652,  600.  34 
559,259,611.04 
147,  780,  004.  78 
272  718  179  33 

Diesel  and  special  motor  fuels 

Tires  2 

Tread  rubber  2 .. ._  _  _  _ 

Trucks,  buses,  and  trailers  2 ..  „ 

Truck  use .  .-.  ._-  

Inner  tubes  2.  . 

Other  tires _  -- 

Total  taxes 

21,  462, 512,  458.  25 

3, 786, 407, 512. 17 

25,  248,  919, 970.  42 

Deduct— Reimbursement    to    general 
fund— refund  of  tax  receipts: 

Gasoline  used  on  farms 

Gasoline  for  nonhighway  purposes  or 
local  transit  systems -. 

647, 037, 663. 91 

152, 959,  562.  59 

102, 736.  97 

97, 416.  90 

66,  650.  55 

101,  023, 407. 29 

22,  474, 686. 13 
247. 99 

748,  061,  071.  20 

175, 434, 248. 72 
102  984  96 

Gasoline,  other . 

Tires  and  tread  rubber 

97  416  90 

Trucks,  buses,  and  trailers 

66  650.55 

Total  refunds  of  taxes.--      .  .-    ... 

800, 264,  030. 92 

123,498,341.41 

4,  400, 000. 00 

923,762,372.33 
4  400  000  00 

Transfers  to  land  and  water  conserva- 
tion fund 

Net  taxes ---... 

20, 662,  248, 427. 33 

79,  637,  907.  39 

419, 000, 000. 00 

-419,  000, 000.  00 

3, 658,  509, 170. 76 
11,  034, 928.  41 

24, 320,  757,  598. 09 

90, 672, 835.  80 

419, 000, 000.  00 

—419, 000,  000.  00 

Interest  on  investment 

Advances  from  general  fund .  

Less  return  of  advances  to  general 
fund 

Net  receipts .  .    ._  . 

20,  741, 886, 334.  72 

3, 669, 644, 099. 17 

24,411,430,433.89 

Expenditures: 

Highway  program: 
Reimbursement  to  general  fund 

501,018,553.13 
19,591,971,613.73 

1,486,895.98 

501,018,553.13 

Federal  Aid  Highway  Act  of  1956 

Pentagon  road  network    .. 

4,025,483,540.38 
633, 931.  53 

23,617,455,154.11 
2  120  827.51 

Total  highwav  program 

20,094,477,062.84 

368, 225.  00 
5, 610, 162. 02 

4,026,117,471.91 

24,120,594,534.75 
368  225.00 

Services  of  Department  of  Labor  (ad- 
ministration and  enforcement  of  labor 
standards) 

Interest  on  advances  from  general  fund 

5, 610, 162.  02 

Total  expenditures   .            .. 

20,100,455,449.86 

4,026,117,471.91 

24, 126,  572, 921. 77 

Balance 

641,430,884.86 

-356,573,372.74 

284,857,512.12 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30,  1964 

Fiscal  year  1965, 
increase,  or 
decrease  (— ) 

June  30, 1965 

Investments  in  public  debt  securities: 

Special  issues,  Treasury  certificates  of 
indebtedness,    highway    trust    fund 
series,  maturing  Jime  30: 
35,i%  of  1965 

$609, 028, 000.  00 

-$609, 028, 000.  00 
265,394,000.00 

3?4%  of  1966 

$265, 394, 000.  00 

Total  investments 

609,028,000.00 
32, 402, 884. 86 

-343,634,000.00 
-12,939,372.74 

265,394,000.00 

Undisbursed  balances .. 

19,463,512.12 

Total  assets 

641,430,884.86 

-356,573,372.74 

284, 857, 512. 12 

'  Amounts  equivalent  to  specified  percentages  of  receipts  from  certain  taxes  on  motor  fuels,  vehicles,  tires 
and  tubes,  and  use  of  certain  vehicles  are  appropriated  and  transferred  monthly  from  general  fund  receipts 
to  the  trust  fund  on  the  basis  of  estimates  by  the  Secretary  of  the  Treasury,  with  proper  adjustments  to  be 
made  in  subsequent  transfers  as  required  by  section  209(c)  of  the  Highway  Revenue  Act  of  1956,  as  amended 
(23  U.S.C.  120  note).  See  also  the  annual  report  to  Congress  on  the  financial  condition  and  fiscal  operations 
of  the  highway  trust  fund. 

'  Includes  floor  stocks  taxes. 
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Table  76. — Judicial  survivors  annuity  fund,  June  SO,  1965 


[This  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  Aug.  3,  1966  (28  U.S.C.  376(b))] 
I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

tlirough  June  30, 

1965 

Receipts: 

Deductions  from  salaries  and  contributions 

$4,  748, 220.  20 
343, 982. 89 

$790, 371. 42 
89, 797. 17 

$5,  538,  591.  62 

Interest  and  profits  on  investments             .  _ 

433,  780.  06 

Total  receipts 

5,  092, 203.  09 
2, 813, 216. 14 

880, 168.  59 
487,  789.  49 

5, 972, 371. 68 

Expenditures; 

Annuity  payments,  refunds,  etc    

3, 301, 005. 63 

Balance -  

2, 278, 986.  95 

392,379.10 

2, 671, 366.  05 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


June  30,  1964 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


June  30,  1965 


Investments  in  public  debt  securities: 
Public  issues: 

Treasury  notes: 

5%,  Series  B-1964 

i%%,  Series  A-1965 

4%,  Series  A-1966 

Treasury  bonds: 

Z%%  of  1968... 

4%  of  1969 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962). 

4}^%  of  1973 

Zys%  of  1974 

4^%  of  1974 

4M%  of  1975-85 

ZM%  of  1978-83 

4%  of  1980 

4^%  of  1987-92 

41^%  of  1989-94 

31^%  of  1990 

3%  of  1995 

3H%  of  1998 


Total  investments. 
Undisbursed  balance 


Total  assets. 


$10, 
16, 
60, 

195, 

40, 

240, 

150, 


000.  00 
000.  00 
000.  00 

000.  00 
500.  00 
000.  00 
000.  00 


169, 
106, 
137, 
93, 
500, 


000.  00 
000.  00 
000.  00 
500.  00 
500.  00 


167, 

188, 

51, 

113, 


000.  00 
500.  00 
000.  00 
500.  00 


2, 237,  500.  00 
41, 486. 95 


2, 278, 986. 95 


-$10,  000.  00 
-16,000.00 
-60,  000.  00 


70,  000.  00 


16,  000.  00 
156, 000.  00 


274,  000.  00 


430, 000.  00 
-37, 620. 90 


392, 379. 10 


$195, 

40, 
240, 
150, 

70, 
169, 
122, 
293, 

93, 
500, 
274, 
167, 
188, 

51, 
113, 


000.  00 
500.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
500.  00 
500.  00 
000.  00 
000.  00 
500.  00 
000.  00 
500.  00 


2, 667,  500.  00 
3, 866.  05 


2, 671, 366.  05 
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Table  7S.— National  service  life  insurance  fund,  June  SO,  1965 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  Oct.  8, 1940  (38  U.S.C.  720). 
For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  143] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30. 

1965 

Receipts: 

Premiums  and  other  receipts 

$10,833,976,352.81 
3, 312, 058, 799. 15 
4, 752, 819, 262. 82 

$472, 983, 649.  66 

182, 144, 899. 82 

7, 028,  552. 70 

$11,306,960,002.47 

3, 494, 203, 698. 97 

Payments  from  general  fund 

4, 769, 847, 815.  52 

Total  receipts -_  

18,898,854,414.78 
13, 102, 075, 624. 12 

662, 157, 102. 18 
544,995,877.93 

19, 561,  Oil,  516. 96 

Expenditures: 

Benefit  pajmients,  dividends,  and  re- 
funds        

13,647,071,502.05 

Balance 

5,  796, 778,  790. 66 

117, 161, 224.  25 

5,913,940,014.91 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Investments  in  public  debt  securities: 

Special  issues,  national  service  life  in- 
surance fund  series  maturing  June 
30: 

Certificates  of  indebtedness: 
■i%%  of  1966 

Treasury  notes: 

Z%%  of  1965 

Z%%  of  1967 

35^%  of  1968 

Z%%  of  1969 

35^%  of  1970 

Treasury  bonds: 

3%  of  1965 

3%  of  1966 

3H'%  of  1966 

3%  of  1967 

3?'4%  of  1967 

3%  of  1968 

33/4%  of  1968- - 

3%  of  1969 

334%  of  1969 

3%  of  1970 

33/4%  of  1970 

3%  of  1971 

354%  of  1971 

3%%  of  1971 

3%  of  1972 

35i%ofl972 

33/4%  of  1972 

3%  of  1973 

3-5i%ofl973 

ZM%  of  1973 

3%  of  1974 

35^%  of  1974. 


33/4%  of  1974.. 
35.i%  of  1975.. 
334%  of  1975.. 
3H%  of  1976.. 
3H%  of  1976. 
3-H%  of  1976. 
31/4%  of  1977. 
35/8%  of  1977- 
3?i%  of  1978- 
35/^%  of  1978. 
35i%  of  1979. 
35i%  of  1980. 


Total  investments - 
Undisbursed  balance 


Total  assets. 


June  30, 1964 


$7,873,000.00 


379,  000, 
379,  000, 

7, 873, 
379, 000, 

7  S7S 

379',  000', 
7, 873, 

379, 000, 
7, 873, 

379, 000, 
7, 873, 

379, 000, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


7, 873, 000.  00 
379, 000, 000.  00 


7, 873, 000.  00 
379, 000, 000.  00 


7, 873, 000.  00 
379, 000, 000.  00 


7, 873, 000. 00 


386, 873, 000.  00 

343, 149, 000. 00 

43, 724, 000. 00 


386, 307, 000.  00 

566, 000.  00 

298,  259, 000,  00 

88, 614, 000.  00 

366,  770,  000.  00 


5, 782, 992, 000.  00 
13, 786,  790.  66 


5,  796, 778, 790.  66 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


$8, 418, 000. 00 

-7,873,000.00 
6, 946, 000.  00 
6, 946,  000.  00 
6, 946,  000.  00 
6, 946, 000.  00 

-379, 000,  000.  00 


6, 946, 000.  00 


6, 946, 000.  00 


6,  946, 000.  00 


6,946,000.00 
'6,'946,"006."00 


6, 946, 000.  00 
'6,"946,000.'66 


6, 946,  000.  00 

27, 049, 000.  00 

393,  819,  000.  00 


125, 765, 000. 00 
—8, 603,  775.  75 


117, 161, 224.  25 


June  30, 1965 


8, 418, 000. 00 


6, 946,  000.  00 
6, 946,  000.  00 
6,  946,  000.  00 
6, 946,  000.  00 


379, 000, 
7,  873, 

379,  000, 
7, 873, 

379, 000, 
7, 873, 

379,  000, 
7,873, 

379, 000, 
7,  873, 

379, 000, 
6, 946, 
7, 873, 

379, 000, 
6, 946, 
7, 873, 

379, 000, 
6, 946, 
7, 873, 

379, 000, 
6, 946, 
7, 873, 
6, 946, 

386, 873, 

343, 149, 

43,  724, 

6, 946, 

386, 307, 
7,  512, 

298, 259, 
95,  560, 

393, 819, 

393, 819, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000. 00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 


5, 908, 757, 000. 00 
5, 183, 014. 91 


5, 913, 940, 014. 91 


Note.— Policy  loans  outstanding,  on  basis  of  information  furnished  by  the  Veterans'  Administration, 
amounted  to  $550,141,862.14  as  of  June  30, 1965. 
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Table  79. — Pershing  Hall  Memorial  fund,  June  SO,  1965 

[This  special  fund  was  established  in  accordance  with  the  provisions  of  the  act  of  June  28, 1935,  as  amended 
(36  U.S.C.  491).    For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  155] 

I.    KECEIPTS   AND   EXPENDITURES    (EXCLUDING   INVESTMENT   TRANSACTIONS) 


Cumulative 

through  June 

30, 1964 

Fiscal  year 
1965 

Cumulative 

through  June 

30,  1965 

Receipts: 

Appropriations                           

$482, 032.  92 

5,  783. 21 

12,  000. 35 

152,  228. 88 

$482, 032. 92 

Profits  on  investments -           _    .. 

5,  783. 21 

Net  increase  in  booli  value  of  bonds 

12,000.35 

Interest  earned                           .  _  

$7,  385. 00 

159,  613. 88 

Total  receipts                                               --    

652, 045. 36 

7, 385. 00 

659, 430. 36 

Expenditures: 

Claims  and  expenses                    _  .  _  

288,  629.  70 
144,  843. 88 

288,  629. 70 

National  Treasurer,  American  Legion 

11,077.50 

155,921.38 

Total  e.xpenditures 

433, 473. 58 

11,077.50 

444,  551. 08 

Balance                                                         -  _ 

218,  571. 78 

-3,  692. 50 

214,  879. 28 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30,  1964 

Fiscal  year  1965 
increase,  or 
decrease  (— ) 

June  30,  1965 

Investments  in  public  debt  securities: 
Public  issues: 

Treasury  bonds,  3VS%  of  1990 

$211,000.00 
7,  571. 78 

$211, 000. 00 

Undisbursed  balance ..  _  _    .        

-$3,  692.  50 

3,  879. 28 

Total  assets 

218,  571.  78 

-3,  692. 50 

214,879.28 
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Table  80. — Philippine  Government  pre-19S4  bond  account,   June  SO,   1965 

[This  special  trust  account  was  establislied  in  accordance  with  the  provisions  of  the  act  of  Aug.  7, 1939  (22 
U.S.C.  1393),  for  the  payment  of  bonds  issued  prior  to  May  1, 1934,  by  provinces,  cities,  and  municipalities 
of  the  Philippines]. 

I.  RECEIPTS    AND    EXPENDITURES    (EXCLUDING    INVESTMENT    TRANSACTIONS) 


Cnmulative 

through  June 

30, 1964 

Fiscal  year 
1965 

Cumulative 

through  June 

30, 1965 

Receipts: 

Taxes  on  exports  . 

$1,586,135.92 

3, 722,  549. 74 

43, 100.  00 

13,141.85 

6,  269,  750.  00 
15, 646, 589. 37 

$1, 586, 135. 92 

Interest  and  profits  on  investments  ' 

Sale  of  stock  of  Bank  of  Piiilippine  Islands 

$11,306.40 

3,733,856.14 
43, 100. 00 

Deposit  of  the  PhiUppine  Government 

U.S.  Treasury  bonds  from  the  Philippine  Govern- 
ment 

13,141.85 

6,  269, 750. 00 

Aimual  payments  by  the  Philippine  Government, . 

16,  646,  589. 37 

Total  receipts.-  

27,  281, 266. 88 

11,306.40 

27, 292,  573. 28 

Expenditures: 

Interest  on  outstanding  Philippine  bonds 

2,441,371.31 

1, 600,  000.  00 

19,173,425.00 

3,  533,  585. 13 

153,  752. 03 

-1,687.68 

1,747.50 

2,443,118.81 

Return  of  excess  cash  to  the  Philippine  Govern- 
ment                                 --  

1, 600, 000. 00 

Payment  of  matured  bonds  of  the  Philippine  Gov- 
ernment                                              _-             -  - 

8, 050. 00 

19,181,475.00 

Cancellation  of  Philippine  bonds  at  cost  2 

3, 533,  585. 13 

Losses  on  securities  sold 

153, 752.  03 

Unamortized  discount  on  investments  . 

-2, 181. 12 

-3, 868. 80 

Total  expenditures... 

26,900,445.79 

7,616.38 

26, 908, 062. 17 

Balance 

380,821.09 

3,690.02 

384, 511. 11 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30, 1964 

Fiscal  year 

1965,  increase,  or 

decrease  (— ) 

June  30, 1965 

Investments  in  public  debt  securities: 
Public  issues: 

Treasury  bills .  

$192, 000. 00 
100, 000.  00 

$3,000.00 

$195, 000.  00 

Treasurv  notes.  4%.  Series  E-1965 

100, 000.  00 

Total  investments        

292, 000. 00 
88,821.09 

3,  000.  00 
690.  02 

295, 000. 00 

Undisbursed  balance 

89,511.11 

Total  assets                              .    

380,821.09 

3, 690.  02 

384,511.11 

1  Losses  were  netted  against  profits  through  fiscal  1957. 

2  The  face  value  of  the  bonds  canceled  was  $3,436,000. 

Note.— As  of  June  30, 19C4,  the  total  principal  and  interest  of  pre-1934  bonds  had  matured. 
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Table  81. — Railroad  retirement  account,  June  30,  1965 

[This  trust  account  was  established  in  accordance  with  the  provisions  of  the  act  of  June  24. 1937  (45  U.S.C. 
2280).    For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  148] 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  .1  une  30, 

1965 

Receipts: 

Tax  collections: 
Appropriated  ' 

$12,459,504,789.55 

1,236,977.71 

450.  00 

1,680,738,783.06 

2, 297, 485, 000.  00 

32,763,471.93 

178,715,000.00 

$644,  263, 539. 27 
5,115,907.81 

$13, 103,  768, 328. 82 

Unappropriated       

6, 352, 8S5.  52 

Fines  and  penalties .- 

450. 00 

Interest  and  proflts  on  Investments 

Payments  from  Federal  old-age  and  sur- 
vivors and  Federal  disability  insur- 
ance trust  funds " 

143, 133, 662. 01 

459,253,000.00 

12,167,342.48 
77,935,000.00 

1,823,872,445.07 
2,  756,  738, 000.  00 

Railroad  unemployment  insurance  ac- 
count: 
Interest  on  advances  .  _ - 

44, 930, 814. 41 

Repayment  of  advances 

256, 650, 000.  00 

Total  receipts.--  -      - 

16,650,444,472.25 

1,341,868,451.57 

17, 992, 312, 923. 82 

Expenditures: 

Benefit  payments,  etc .- 

12, 124, 159,  589. 42 
114,628,094.75 

26,831,000.00 
35,393,000.00 

490,431,000.00 
5,  570.  97 

1,116,369,550.16 

10,342,427.72 

13, 240, 529, 139. 58 

Administrative  expenses  ' _..     

124,  970, 522. 47 

Federal  old-age  and  survivors  and  Fed- 
eral disabihty  insurance  trust  funds: 
Payments 

26,831,000.00 

Interest  pavments 

35,393,000.00 

Advances  to  railroad  unemployment  in- 
surance account -     _     

58,230,000.00 
9, 281. 53 

548,661,000.00 

Interest  on  refunds  of  taxes 

14, 858. 50 

Total  expenditures 

12,791,448,261.14 

1, 184, 951, 259. 41 

13,976,399,520.55 

Balance    

3,858,996,211.11 

156, 917, 192. 16 

4,015,913,403.27 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 


Investments  in  public  debt  securities: 

Special  issues,  railroad  retirement  series, 
maturing  June  30: 

Treasurv  certificates  of  indebtedness: 

414%  of  1965 

AW7c  of  1966 

Treasury  notes: 

4%  of  1965 

4%  of  1966 

4)^%  of  1966 

4%  of  1967 

4Vi%otl967 

4%  of  1968 

4H%ofl968 

41-6%  of  1969 

^W7o  of  1970 


June  30,  1964 


$118,  693, 000.  00 


79,  214, 
185,091, 

12,812, 
185,091, 

12,812, 
185,091, 

12,812, 

12,812, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


-$118,693,000.00 
208,  205, 000. 00 

-79,  214, 000.  00 

-185,091,000.00 

-12,812,000.00 

-7,656,000.00 

17, 954, 000.  00 


10,  298, 000.  00 

10, 298, 000.  on 

10,  298, 000.  00 


June  30,  1965 


$208, 205, 000. 00 


177, 435,  OOa.  00 
30,  766, 000.  00 

185, 091, 000.  00 
23, 110, 000.  00 
23,110,000.00 
10,  298. 000.  00 


Footnotes  at  end  of  table. 
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Table  81. — Railroad  retirement  account,  June  30,  1965 — Continued 
II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT— Continued 


Assets 


June  30,  1964 


Fiscal  year  1965, 
increase,  or 
decrease  (— ) 


June  30,  1965 


Investments  in  public  debt  securities — Con. 
Special  issues,  railroad  retirement  series, 
maturing  June  30— Continued 
Treasury  bonds: 

4%  of  1969 

4%  of  1970 

41^%  of  1970 

4%  of  1971 

41^^%  of  1971 

4%  of  1972 

4V<%  of  1972 

4%  of  1973 

41/^%  of  1973 

4%  of  1974 

AM>%  of  1974 

4%  of  1975 

414%  of  1975 

4%  of  1976 

414%  of  1976 

4%  of  1977. 

41^%  of  1977 

4%  of  1978 

414%  of  1978 

^M%  of  1979 

4H%  Of  1980 


$185, 091, 
185,091, 

12, 812, 
185, 091, 

12,812, 
185, 091, 

12, 812, 
185,091, 

12,812, 
185, 091, 

12,812, 
185, 091, 

12,812, 
185,  091, 

12,812, 
185,  091, 

12, 812, 
185, 091, 

12,812, 
197, 903, 


000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 


$10,  298, 000.  00 

10,  298,  000.  00 

10, 298, 000.  00 

10, 298, 000.  00 

10, 298, 000.  00 

10,298,000.00 

10, 298, 000.  00 

Total  special  issues. 


2, 9C8,  549, 000. 00 


Public  issues: 

Treasury  notes: 

4%,  Series  A-1966 

35^%,  Series  B-1966 

334%,  Series  A-1967 

3%%.  Series  B-1967 

Treasury  bonds: 

2J^%  of  1965 

3^%  of  1966 

3^%  of  1968 

Zy»%  of  1968 

4%  of  1969  (dated  Oct.  1,  19.57).. 
4%  of  1969  (dated  Aug.  15,  1962). 

4%  of  1970 

3'/^%  of  1971. 

4%  of  1971 

4%  of  1972  (dated  Sept.  15,  1962). 
4%  of  1972  (dated  Nov.  15,  1962). 

yA%  of  1974.. 

414%  of  1975-85 

3H%  of  1980 

4%  of  1980 

3M%  Of  1985. 

4M%  of  1987-92 

4%  of  1988-93 

^Yfffc  of  1989-94 

3K%  of  1990 

3%  of  1995 

3H%  of  1998 


Total  public  issues. 

Total  investments.. 
Undisbursed  balance 


Total  assets. 


6, 000, 000.  00 
30,  500, 000.  00 
10, 000, 000,  00 
18, 000,  000.  00 


5, 189, 
5, 500, 
14, 000, 
7, 000, 
67,  000, 
51,  000, 
35,  000, 

46,  500, 
8,  500, 

33,  500, 

21, 000, 

156, 700, 

47,  261, 
6, 000, 

125, 550, 
6, 900, 

14, 000, 
6, 000, 

13, 100, 

38. 925, 
3, 200, 

31,  55U, 


000,  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 


797, 875,  000.  00 


3, 766,  424, 000.  00 
92, 572,  211. 11 


3,858,996,211,11 


10, 298, 

10, 298, 

208, 201, 


000.  00 
000.  00 
000.  00 


154,  470,  000.  00 


-5, 189,  000.  00 


-5, 189, 000.  00 


149, 281, 000.  00 
7, 636, 192. 16 


156,  917, 192. 16 


$185,  091, 
185, 091, 

12, 812, 
185, 091, 

23, 110, 
185, 091, 

23, 110, 
185,091, 

23, 110, 
185,  091, 

23,110, 
185, 091, 

23, 110, 
185, 091, 

23, 110, 
185,  091, 

23, 110, 
185, 091, 

23,110, 
208, 201, 
208, 201, 


000.  00 
000.  00 
000. 00 
000.00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 


3, 123, 019, 000.  GO 


6, 000, 000.  00 
30,  500,  000.  00 
10,  000, 000.  00 
18, 000, 000.  00 


5,  500, 
14, 000, 

7. 000, 
57, 000, 
51, 000, 
35, 000, 

46,  500, 
8,  500, 

33,  500, 

21, 000, 

156, 700, 

47,  261, 
6, 000, 

125,  550, 
6, 900, 

14, 000, 
6, 000, 

13, 100, 

38, 925, 
3, 200. 

31,  550, 


000. 00 
000.  00 
000. 00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000.  00 
000. 00 
000.  00 
000.  00 


792, 686, 000.  00 


3, 915,  705, 000.  00 
100,  208, 403.  27 


4, 015, 913, 403.  27 


1  Includes  the  Government's  contribution  for  creditable  military  service  under  the  act  of  Apr.  8,  1942,  as 
amended  by  the  act  of  Aug.  1,  1956  (45  U.S.C.  228c-l(n)(p)).  Effective  July  1,  1951,  appropriations  of  re- 
ceipts are  equal  to  the  amount  of  taxes  deposited  in  the  Treasury  (less  refunds)  under  the  Railroad  Retire- 
ment Tax  Act  (26  U.S.C.  3201-3233). 

2  Pursuant  to  act  of  June  24,  1937  (45  U.S.C.  228c(k)).  ^r  ^  ^  „„o    x 

3  Beginning  Aug.  1,  1949,  paid  from  the  trust  fund  under  Title  IV,  act  of  June  29,  1949  (45  U.S.C.  228  p), 
and  subsequent  annual  appropriations  acts. 
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Table  82. —  Unemployment  trust  fund,  June  30,  1965 

[This  trust  fund  was  established  in  accordance  with  the  provisions  of  Sec.  904(a)  of  the  Social  Security  Act 
of  August  14,  1935  (42  U.S.C.  1104).  For  further  details  see  annual  report  of  the  Secretary  for'l941, 
p.  145] 

I.  BECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS) 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30, 

1965 

State  Unemployment  Accounts 

Receipts: 

Appropriations  from  general  fund  ' 

$138,  024, 733. 38 
39, 629, 818,  338.  20 

3, 805,  574,  526.  04 
15,  742, 137.  77 

$138  024  733  38 

Deposits  by  States. 

$3, 051,  539, 275. 85 

240, 795, 448. 29 
2, 954,  567.  06 

42,681,357,614.05 

4,046,369,974.33 
18, 696, 704.  83 

Interest  earned: 
Collected... 

Accrued 

Total  receipts 

43,  589, 159,  735. 39 

3, 295,  289, 291. 20 

46, 884, 449, 026.  59 

Expenditures: 

Withdrawals  by  States 

37, 026, 622, 248.  27 
1, 167, 074. 12 

2, 386, 478,  698.  62 
-1,167,074.12 

39, 413, 100, 946. 89 

Advances  to  States 

1  otal  expenditures 

37,  027, 789, 322. 39 

2, 385. 311, 624.  50 

39,  413, 100, 946. 89 

Transfers: 

From  Employment  Security  Adminis- 
tration Account  (1958  Act) 

«  6, 165, 915. 22 

6, 165, 915. 22 
—  107  226  931.89 

To  the  railroad  unemployment  insur- 
ance account 

-107,226,931.89 
236,  765, 000.  00 

46, 282, 805.  47 
-15,551,000.00 

From  Federal  unemployment  account.. 

236,  765, 000.  00 

From  Federal  extended  compensation 
account  (reimbursement) 

46  282  805.  47 

To  Federal  unemployment  account 

3  -20, 749,  500.  00 

-36. 300, 500.  00 

Net  transfers ...  

160, 269, 873.  58 

-14,583,584.78 

145,  686, 288. 80 

' 

Balance 

6,  721,  640, 286.  58 

895, 394, 081. 92 

7, 617,  034, 368.  50 

Railroad  Unemployment  Insurance 
Account 

benefit  payments  account 

Receipts: 

Deposits     by     Railroad     Retirement 
Board 

2,  001, 378, 948. 02 

490, 431, 000. 00 

106, 187, 199.  00 
15,  000, 000.  00 

221,  726, 504.  58 
24, 393. 14 

142, 780,  563. 16 
58,230,000.00 

2  144  159  511  18 

Advances  from  the  railroad  retirement 
account  . 

548,  661,  000. 00 
106  187  199  00 

From  the  railroad  unemployment  in- 
surance administration  fund 

Advance  by  Secretary  of  Treasury 

15,000  000  00 

Interest  earned: 
Collected 

125, 880. 29 
1,  544. 55 

221, 852, 384. 87 
25  937  69 

Accrued  ..    . 

Total  receipts...  ...  

2, 834,  748,  044. 74 

201, 137, 988.  00 

3,  035, 886, 032.  74 

Expenditures: 

Benefit  payments         . . 

2, 675,  713,  532.  08 

12,  338, 198.  54 

178, 715,  000. 00 

15,  000, 000.  00 

19, 398,  592. 24 
32, 763, 471. 93 

115,  243,  038. 35 

2,790,956,570.43 

12, 338, 198.  54 

256  650  000  00 

To  the  railroad  unemployment  insur- 
ance administration  fund 

Repayment    of   advances   to    railroad 
retirement  account...  

77,935,000.00 

Repayment  of  advance  to  the  Secretary 
of  the  Treasury 

15,  000,  000. 00 

19, 398,  592. 24 
44  930, 814.  41 

Repayment  of  advances  from  general 
fund   for  temporary  unemployment 
compensation  Denefits .. 

Payment  of  interest  on  advances  from 
railroad  retirement  account  ... 

12,167,342.48 

Total  expenditures 

2,933,928,794.79 

205, 345, 380. 83 

3, 139, 274, 175.  62 

Transfers: 

To  the  railroad  unemployment  insur- 
ance administration  fund  * 

-3,464,997.48 
107,  226, 931. 89 

755, 906. 78 

-3, 464, 997. 48 
107,226,931  89 

From  State  unemployment  funds 

From  the  railroad  unemployment  in- 
surance administration  fund  '. 

1,906,698.62 

2, 662, 605.  40 

Net  transfers 

104,517,841.19 

1, 906, 698. 62 

106, 424, 539. 81 

Balance 

5, 337, 091. 14 

-2  300  694.21 

3,  036, 396. 93 

Footnotes  at  end  of  part  I. 
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Table  82. —  Une?7iployment  trust  fund,  June  SO,  1965 — Continued 
I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS)— Con. 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30, 

1965 

Railroad  Unemployment  Insurance 
Account— Continued 

administrative  expense  fund 

Receipts: 

Deposits     by     Railroad     Retiiement 
Board - 

$50,  680, 173.  70 

7, 237, 031. 36 

771,  430.  55 
11,589.23 

$9, 519, 774. 84 

$60, 199, 948.  54 

7, 237, 031. 36 

1,003,057.30 
14, 431. 30 

Adjusted  for  prior  year   (unexpended 
balance) 

Interest  earned: 
Collected _      

231, 626.  75 

2,842.07 

Accrued 

Total  receipts 

58,  700, 224. 84 

9,754,243.66 

68, 454,  468.  50 

Expenditures: 

Administrative  expenses      _      .      . 

55,  096, 890. 10 

7, 860. 863.  00 

62, 957, 753. 10 

Transfers: 

From  railroad  unemployment  insurance 
account  * 

3,464,997.48 
-755, 906.  78 

3, 464, 997.  48 
-2, 662, 605.  40 

To  railroad  unemployment  insurance 
account  5 

-1,906,698.62 

Net  transfers 

2,  709. 090. 70 

-1, 906,  698.  62 

802,  392.  08 

Balance .  . .-  - 

6, 312, 425. 44 

-13, 317.  96 

6, 299, 107. 48 

Federal  Extended  Compensation 
Account 
Receipts: 

8  814, 094,  450.  04 

814  094  450  04 

Expenditures: 

Temporary    extended    unemployment 

767, 811, 644.  57 
772, 370. 555. 39 

-467, 472. 40 
466, 302.  41 

767  344  172  17 

Repayment  of  advances  from  general 
fund --    --    -    

772, 836, 857. 80 

Total  expenditures    .. 

1,  540, 182, 199.  96 

-1,169.99 

1  540  181  029  97 

Transfers: 

From  employment  security  administra- 
tion account 

772,370,555.39 

-46, 282, 805. 47 

-655.  59 

772, 369,  899. 80 

Reimbursement  to  State  accounts 

—46, 282, 805.  47 

Net  transfers 

726, 087, 749. 92 

-655.  59 

726, 087,  094.  33 

Balance .. 

514. 40 

514. 40 

Employment  Security  Administration 
Account 
Receipts: 

Transfers      (Federal      unemployment 
taxes) : 
Appropriated'..  .  _  

2, 605, 881, 457.  46 
-14,574,604.91 

1, 035, 016, 596. 38 

-1,035,016,596.38 

5,  775,  628.  70 
140,  092.  64 

622, 037, 760.  27 
-7,  608, 577. 12 

194, 968, 108.  75 

-194,968,108.75 

2, 729,  050.  95 
34, 350.  62 

3, 227, 919, 217.  73 

Less  refund  of  taxes. --  .  -_    ..  _ 

-22, 183, 182.  03 

Advance    from    general    (revolving) 
fund 

Less  return  of  advances  to  general 
fund 

1, 229, 984,  705. 13 
-1,229,984,705.13 

Interest  earned: 
Collected .    .._  _    __  ._. 

8,  504, 679.  65 

Accrued 

174, 443.  26 

Total  receipts -_  ..  ..    _-_  _  .. 

2, 597, 222,  573. 89 

617, 192, 584.  72 

3, 214, 415, 158.  61 

Footnotes  at  end  of  part  I. 


TABLES 


723 


Table  82. —  Unemployment  trust  fund,  June  30,  1965 — Continued 
I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS)— Con. 


Cumulative 

througli  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30, 

1965 

Employment  Security  Administration 
Account — Continued 

Expenditures: 

Administrative  expenses  to  Department 
of  Labor. -_  _  _    _  -.     --. 

$525, 650.  00 
42,147,889.61 

1, 591, 695, 478. 33 

48, 371, 925. 30 

21, 469, 167.  97 

12, 653,  040.  21 
273, 169. 13 

$276, 000.  00 
13,356,526.34 

399, 396, 202.  56 

105, 859,  057.  48 

5,882,590.71 

2, 225, 696.  30 
172, 046. 51 

$801, 650.  00 

Salaries  and  expenses,  Bureau  of  Em- 
ployment Security __ . 

55,  504, 415.  95 

Grants   to    States   for   unemployment 
compensation  and  employment  service 
administration _    .     

1, 991, 091,  680.  89 

Payments  to  general  fund: 
Temporary  i^nemployment  compen- 
sat  on — 1958                                    

154, 230, 982.  78 

Reimbursement  for  administrative  ex- 
penses   -- 

27, 351, 748.  68 

Interest  on  advances  from  general  (re- 
volving) fund            

14,878,736.51 

Interest  on  refund  of  taxes 

445,  215.  64 

Total  expenditures 

1,  717, 136, 310.  55 

527, 168, 119.  90 

2,  244, 304,  430.  45 

Transfers: 

To  State  accounts 

2-6,165,915.22 

-36, 205, 636.  25 

-128,769.14 
-211, 128.  79 

655.  59 

-6, 165, 915. 22 

To  Federal  unemployment  account: 
Excess '                                    

-32, 535, 300.  00 

-675, 706.  98 
-15,170,073.57 

-772, 370, 555. 39 

-68, 740,  936. 25 

Reduced  tax  credits: 
Alaska -- 

-804,  476. 12 

Michigan 

-15, 381,  202. 36 

count -..    

-772, 369, 899.  80 

Net  transfers 

-820,  751,  635.  94 

-42.  710.  793.  81 

-863,  462,  429.  75 

Balance  ..                                         - 

59,334,627.40 

47, 313, 671.  01 

106, 648.  298. 41 

Federal  Unemployment  Account 

Receipts: 

Appropriations  from  general  fund  ■ 

Interest  earned: 
Collected - 

207,  350, 872. 17 

55, 930,  068. 32 
654, 327. 32 

207, 350, 872. 17 
67, 312, 899.  09 

11,382,830.77 
139, 667. 66 

Accrued 

793, 994. 98 

Total  receipts _ -- 

263,  935, 267. 81 

11,  522, 498. 43 

275,457,766.24 

Expenditures: 

To  Bureau  of  Employment  Security, 
Department  of  Labor 

6.  070, 914.  73 

-127.65 

6,  070,  787.  08 

Transfers: 

To  State  unemployment  accounts 

-236,  765,  000,  00 
15,  551,  000.  00 

15, 845,  780. 55 

32,  535, 300.  00 

-236,  765,  000.  00 

From  State  unemployment  accounts 

From  emplo>'ment  security  administra- 
tion account — reduced  tax  credits 

From  employment  security  administra- 
tion aorniint. — fiTCPSs  8 

3  20,749,500.00 

339, 897. 93 

36,205,636.25 

36, 300,  500.  00 
16, 185,  678. 48 
68,740,936.25 

Nfit  transfers 

-172,832,919.45 

57, 295,  034. 18 

—115,537,885.27 

Balance ... 

85,  031, 433.  63 

68,817,660.26 

153, 849,  093. 88 

Footnotes  at  end  of  part  I. 
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Table  82. —  Unemployment  trust  fund,  June  30,  1965 — Continued 

I.  RECEIPTS  AND  EXPENDITURES  (EXCLUDING  INVESTMENT  TRANSACTIONS)— Con. 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30, 

1965 

Summary  of  Balances 
RtatP-  Tinfimplnympnt,  qfinrumts 

$6,721,640,286.58 

5, 337,  091. 14 
6,  312,  425. 44 

$895,394,081.92 

-2,300,694.21 

-13,317.96 

514. 40 

47, 313, 671.  01 
68, 817,  660. 26 

$7, 617,  034, 368. 50 

Railroad    unemployment    insurance    ac- 
counts: 
Benefit  payments  account 

3,  036, 396. 93 

Administrative  expense  fund    . 

6,299,107.48 

Federal  extended  compensation  account 

514. 40 

Employment  security  administration  ac- 
count                 _  .  -  -  

59,334,627.40 
85,  031, 433. 63 

106,  648, 298. 41 

Fpdftral  unp.mplnyinpnt  ficcoiint 

153, 849,  093. 89 

Total  balances  -.--.-.-    -..-. 

6, 877,  655,  864. 19 

1,009,211,915.42 

7, 886,  867,  779.  61 

Cash  advance  repayable  to  trust  fund 

1, 167,  074. 12 

-1, 167,  074. 12 

Total  assets -..  . 

6,878,822,938.31 

1,008,044,841.30 

7, 886, 867,  779. 61 

>  Amoimts  appropriated  to  the  unemployment  trust  fund  prior  to  enactment  of  the  Employment  Security 
Act  of  1960  representing  the  excess  of  collections  from  Federal  imemploymeut  tax  over  employment  security 
expenses  (42  U.S.C.  1101(b)). 

2  Represents  transfer  of  .$5,550,448.12  to  California,  $153,928.22  to  Delaware,  and  $461,538.88  to  Minnesota. 

5  Represents  partial  repayment  by  Pennsylvania  and  Michigan  of  advances  from  the  Federal  unemploy- 
ment account. 

<  Amount  transferred  pursuant  to  Public  Law  88-133,  approved  Oct.  5,  1963  (77  Stat.  219). 

6  Represents  the  excess  in  the  administrative  expense  fmid  transferred  pursuant  to  section  11(d)  of  the 
Railroad  Unemployment  Insurance  Act  (45  U.S.C.  361(d)). 

0  Includes  $36,274,621.83  not  repayable  to  general  fund  pursuant  to  section  905(a)  of  the  Social  Security 
Act,  as  amended. 

'  Excludes  miappropriated  receipts  of  —,$1,896,326.43. 

'  Represents  excess  in  the  employment  security  administration  account  transferred  pursuant  to  42  U.S.C. 
1102. 
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Table  82. — Unemployment  trust  fund,  June  SO,  1965^Continued 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT  (ACCRUAL  BASIS) 


Assets 

June  30, 1964 

Fiscal  year  1965, 
increase,  or 
decrease  (— ) 

June  30, 1965 

Investments  in  public  debt  securities: 

Special  issues,  Treasury  certificates  of 
indebtedness,  unemployment  trust 
fund  series  maturing  June  30: 
3^2%  of  1965 

$4, 930, 606,  000.  00 

-$4,930,606,000.00 
5,799,114,000.00 

3^A%  of  1966 

$5, 799, 114, 000.  00 



Total  special  issues      ..  . 

4, 930, 606,  000.  00 

868,  508, 000.  00 

5,  799, 114, 000. 00 

Public  issues: 
Treasury  notes: 
5%  Series  B-1964 

1, 650, 000.  00 

2, 640, 000.  00 

146,  000, 000.  00 

15,  750,  000.  00 
51,  500,  000.  00 

7,  000,  000.  00 

1, 000,  000.  00 
5, 600,  000.  00 

16,  000,  000.  00 
1,  000,  000.  00 

27,  750, 000.  00 
14,  000,  000.  00 
3,  000,  000.  00 
31,  500,  000.  00 
19,  000,  000.  00 
26, 100,  000.  00 

-1,650,000.00 

-2,640,000.00 

-146,000,000.00 

-10,000,000.00 

-51,  500,  000.  00 

45i%  Series  A-1965 

3H%  Series  B-1966 

4%  Series  A-1966 

5,  750  000.  00 

3^4%  Series  A-1967 

3%%  Series  B-1967... 

7, 000, 000.  00 
1  000  000  00 

Treasury  bonds: 
21^%  of  1964-69  (dated  Apr.  15,  1943) 

2y>%  of  1964-69  (dated  Sept.  15, 1943) 

5,600  000  00 

2)^%  of  1965-70 

15,  000, 000.  00 

3^S%  of  1966.-      -. 

1  000  000  00 

3?4%of  1966 

-27,750,000.00 
-14,000,000.00 

35^%  of  1967 

3%%  of  1968 

3  000  000  00 

334%  of  1968 

31  500  000  00 

4%  of  1969  (dated  Aug.  15,  1962) 

19, 000, 000.  00 

4%  of  1969  (dated  Oct.  1,  1957) 

26, 100,  000.  00 

4%  of  1970  (dated  Jan.  1,  1965) 

119,250,000.00 

119  250,000  00 

4%  of  1970  (dated  June  20,  1963) 

3,  000,  000.  00 
10,  000,  000.  00 
12,  000,  000.  00 
46,  500,  000.  00 
31,  500,  000.  00 
48,  000,  000.  00 

3,  000  000.  00 

4%  of  1971 

10,  000,  000.  00 

3J6%  of  1971  ... 

12  000  000.  00 

4%  of  1972  (dated  Sept.  15,  1962) 

46,  500, 000.  00 

4%  of  1972  (dated  Nov.  15,  1962) 

31,  500, 000. 00 

4%  of  1973 

48, 000, 000.  00 

4H%of  1973 

9.  000, 000.  00 

9,  000,  000.  00 

3J^%ofl974. . 

16,  000,  000.  00 

16.  000,  000.  00 

4}.^%  of  1974 

127,  000,  000.  00 
2, 640,  000.  00 

127, 000,  000.  00 

41.4%  of  1974 

2, 640,  000.  00 

41.4%  of  1975-85 

32,  710,  000.  00 
53,  050,  000.  00 

106,  000,  000.  00 
53.  000,  000.  00 
14,  000,  000.  00 
10,  000,  000.  00 
17,  500,  000.  00 

174, 300,  000.  00 
94,  221,  000.  00 
61,  200,  000.  00 

745,  000,  000.  00 

32,  710,  000.  00 

3'/4%  of  1978-83 

53,  050,  000.  00 

4%  of  1980 

106,  000,  000.  00 

3i.«%ofl980 

53,  000, 000.  00 

3H%of  1985. 

14, 000,  000.  00 

4M%  of  1987-92. 

94, 000,  000.  00 

104, 000,  000.  00 

4%  of  1988-93 

17,  500,  000.  00 

4)^%  of  1989-94  . 

174,  300,  000.  00 

3H%  of  1990.. 

18,  000,  000.  00 
-18,000,000.00 

112,  221,  000.  00 

3!^%  of  1998 

43,  200, 000.  00 

2H%  Investment  Series  B-1975-80 

745, 000, 000.  00 

Total  public  issues...  . 

1, 896,  471,  000.  00 

98. 350.  000.  00 

1, 994,  821, 000.  00 

Total  investments,  par  value 

Unamortized  discount 

6,  827, 077, 000.  00 

-9,  792, 800. 97 

1,071,166.38 

966, 858,  000.  00 

69,  587. 85 

-213,441.75 

49, 507.  06 

7, 793,  935,  000.  00 
-9, 723, 213. 12 

Unamortized  premium 

857, 724. 63 

Accrued  interest  purchased 

49,  507.  06 

Total  investments 

6,818,355,365.41 
19,234,906.45 

188,467.92 
200, 808.  08 

966,  763, 653. 16 
-9,190,909.96 

211,961.65 
-40, 863. 00 

514.40 

44,034,578.69 

7, 785, 119, 018. 57 

Unexpended  balances: 

Trust  account 

10,043,996.60 

Railroad  Unemployment  Insurance  Ac- 
counts: 
Benefits  payments  account     . 

400, 429. 57 

Administrative  expense  fund _ 

159,945.08 

Federal  extended  compensation  ac- 
count..  

614.40 

Employment  security  administration 
account 

22, 903, 776. 23 

66,938,354.82 

Subtotal 

6,860,883,324.09 

16, 572,  540. 10 

1,167,074.12 

200, 000.  GO 

1,001,778,934.85 

3, 132,  980. 57 

-1,167,074.12 

4,300,000.00 

7,  862, 662, 258.  94 

Accrued  interest  on  investments       .    ..  . 

19,  705, 620. 67 

Cash  advance  repayable  to  trust  fund 

Accounts  receivable 

4, 500,  000. 00 

Total  assets 

6,878,822,938.31 

1,008,044,841.30 

7, 886, 867, 779. 61 
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Table  83. —  U.S.  Government  life  insurance  fund,  June  SO,  1965 

[This  trust  fund  operates  in  accordance  witli  the  provisions  of  the  act  of  June  7, 1924,  as  amended  (38  U.S.C. 
755).    For  further  details,  see  annual  report  of  the  Secretary  for  1941,  p.  142] 

I.  RECEIPTS    AND    EXPENDITURES    (EXCLUDING    INVESTMENT    TRANSACTIONS) 


Cumulative 

through  June  30, 

1964 

Fiscal  year  1965 

Cumulative 

through  June  30, 

1965 

Receipts: 

Premiums  and  other  receipts 

$2,  075,  559, 932. 42 

1, 198,  661, 348. 10 

-216,  497.  03 

$14,  732,  515.  89 

33,  761,  925.  48 

-119,011.31 

$2,  090,  292, 448  31 

Interest  and  profits  on  investments 

Payments  from  gp.nernl  fund  i 

1,  232,  423,  273.  58 
-335,  508. 34 

Total  receipts      

3,  274, 004, 783. 49 
2, 291, 292,  069.  55 

48, 375, 430. 06 
70,  528, 299.  41 

3, 322, 380, 213.  55 

Expenditures: 

Benefit  payments,  dividends,  and  re- 
fiinds 

2, 361, 820, 368. 96 

Ralance 

982,  712, 713. 94 

-22,152,869.35 

960,  559, 844. 59 

II.  ASSETS  HELD  BY  THE  TREASURY  DEPARTMENT 


Assets 

June  30,  1964 

Fiscal  year  1965, 
increase,  or 
decrease  (— ) 

June  30,  1965 

Investments  in  public  debt  securities: 

Special  issues,    U.S.    Government  life 
insurance  fund  series  maturing  June 
30: 
Treasury  notes: 
3M%  of  1965 

$670,  000.  00 

67, 191, 000.  00 
73,100,000.00 

670,  000.  00 
73, 100,  000.  00 

670,  000.  00 
73, 100,  000.  00 

670,  000.  00 
73, 100,  000.  00 

670,  000.  00 
73, 100,  000.  00 

670, 000.  00 
73, 100,  000.  00 

670,  000. 00 
73, 100,  000.  00 

670,  000.  00 
73, 100,  000.  00 

670,  000.  00 
73, 100,  000.  00 

670,  000.  00 
73,  770,  000.  00 
67,  799,  000. 00 
5, 971,  000.  00 
49, 963,  000.  00 
23, 807,  000.  00 
2,  739, 000.  00 

-$670,  000.  00 
-67,191,000.00 

Treasury  bonds: 
334%  of  1965 

31/2%  of  1966 

$73, 100,  000.  00 

3M%  of  1966 

670,  000  00 

31^%  of  1967 

73, 100,  000.  00 

3?4%  of  1967 

670,  000.  00 

3M%  of  1968 

73, 100,  000.  00 

Z%%  of  1968 

670.  000.  00 

3J4%ofl969    ...        

73, 100,  000.  00 

3?i%  of  1969 

670,  000.  00 

3}4%  of  1970 

73, 100,  000.  00 

3?^%  of  1970    . 

670,  000.  00 

ZlWn  of  1971 

73, 100, 000. 00 

3%%  of  1971        --          .... 

670, 000.  00 

Z]A%  of  1972 

73, 100,  000.  00 

3M%  of  1972     ...          

670,  000.  00 

Zy2%  of  1973 

73, 100,  000.  00 

Z%%  of  1973 

670,  000.  00 

314%  of  1974  .    . 

73, 100.  000.  00 

3M%  of  1974 

670,  000.  00 

Z%%  of  1975 

73,  770,  000.  00 

354%  of  1976  . 

67,  799,  000.  00 

3^%  of  1976 

5,  971,  000.  00 

31^%  of  1977 

49, 963,  000.  00 

3^%  of  1977 

23, 807, 000.  00 

35^%  of  1978...        -          --     

45, 475, 000.  00 

48,  214,  000.  00 

Total  special  issues 

955,  840,  000.  00 
25, 000,  000.  00 

-22, 386, 000.  00 

933, 454, 000.  00 

Investment  in  nonguaranteed  securities: 
Consolidated  Federal  farm  loan  bonds: 
4%  of  1965  ... 

25,  000,  000.  00 

Total  investments.. 

980,  840,  000.  00 
1, 872,  713. 94 

-22, 386,  000.  00 
233, 130. 65 

958, 454,  000.  00 

Undisbursed  balance 

2, 105, 844.  59 

Total 

982,712,713.94 

-22,152,869.35 

960,  559, 844. 59 

Negative  amounts  result  from  ad- 


1  Included  under  premiums  and  other  receipts  prior  to  fiscal  1962. 
justments  of  prior  years'  receipts. 

Note. — Policy  loans  outstanding  on  basis  of  information  furnished  by  the  Veterans'  Administration 
amounted  to  $87,561,974.14  as  of  June  30, 1965. 
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Federal  Aid  To  States 

Table  84. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  within  the  States,  fiscal  year  1965 

[On  a  checks-issued  basis  except  where  this  detail  is  not  available  for  all  payments.  Wherever  feasible 
adjustment  to  a  checks-issued  basis  has  been  made,  footnoted,  and  reported  under  "Adjustments  or 
undistributed  to  States."] 

PART  A.    FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS 


States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

CaUfomia 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

IlUnois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virgiiiia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc.?. 

Adjustments  or  un- 
distributed to 
States 


Department  of  Agriculture 


Basic 
scientific 
research 
grants  i 


(1) 


Total 1,491,566 


$30,400 
54. 342 
27,000 

180,888 
15,000 
47,300 


14,443 
36,000 


81,473 
18,000 
87,500 
20.000 
25,600 
23, 160 


10,000 
47,500 
8,000 
25,300 
15,000 


20,000 
66,260 


18,000 
63,409 


45, 050 
80, 107 


73,300 
14,000 


35,000 


26,000 
50,000 


34,660 

29,500 

5,000 


37, 027 


105, 647 
21,700 


Commodity 

Credit 
Corporation 


Price- 
support 
donations  2 

(2) 


$2, 830, 541 

176, 672 

1,  091, 868 

2, 924, 967 

5, 023, 878 

1,  301, 161 
691, 383 
377, 922 
428, 819 

3,  017,  535 

2,  774, 241 
333,  061 
331,424 

3, 728, 783 
2, 301. 298 

2,  025, 673 
1, 169, 399 
3, 878,  737 

3,  755.  505 
528, 986 

1, 286,  028 

1, 982, 079 

4, 443, 978 

2. 241, 920 

4, 254, 857 

2, 309, 432 

296, 428 

768, 823 

101, 569 

317,  756 

1, 469, 359 

1, 190, 380 

8, 3S9, 742 

3,  781, 995 

381, 478 

5,  089, 659 

4.306,911 

1, 338, 914 

6, 835, 492 

301,  553 

1,217,413 

513, 502 

3, 191, 139 

4, 815, 200 

748,109 

346, 346 

1, 863, 428 

2, 461, 945 

2,826,511 

2, 093, 588 

202, 299 

5,  517, 059 

63, 232 


124, 076 


8  4, 358, 274 


120, 122, 327 


Cooper- 
ative 

agricul- 
tural 
extension 
work 


(3) 


$2, 403, 662 
190, 378 
489, 010 
1, 935, 127 
1, 849, 025 
760,  562 
421, 942 
224, 102 


909, 823 

2,  520, 297 

335, 669 

599, 278 

2, 190, 231 

1, 855, 601 

1, 981, 065 

1, 366,  515 

2, 459,  533 

1,  582, 136 

495, 362 

728,  732 

570,  080 

2, 029, 154 

1,  907, 276 

2,  502, 516 
2,208,711 

588,265 
1, 139, 669 

251,  705 

279, 163 

562, 369 

547, 288 
1,941,354 
3, 397,  641 

821,  067 
2,  507, 360 
1,624,702 

799, 895 
2, 512, 607 

196, 102 
1. 828, 852 

799, 128 
2,  503, 308 
3, 894. 923 

455, 090 

348,083 
2, 033, 545 

896, 620 
1,296,467 
1,911,725 

383, 290 
1,  783, 343 


910,552,164 


80, 371, 512 


Cooper- 
ative 
projects  in 
market- 
ing 3 


(4) 


$64, 229 

11,500 

7,000 

35,900 

144,000 
56,459 
12, 901 
24,000 


95, 621 
74, 996 
33,400 
7,898 
53,400 
93, 991 
67, 290 

105, 873 
88,047 

105, 730 
66,708 
68, 924 
69, 653 

163, 819 
73, 321 

101,  566 

116,  050 
22. 900 
15, 950 


17,  660 
68, 890 
50,  760 
125, 129 
116,478 
58,271 
42, 665 
84.858 
70, 132 
60, 870 
4.060 
30,  500 
17,  050 
50, 819 
54,069 
18, 998 
24,288 
92,630 
52, 522 
45,506 
61,  721 
5,230 


109,  552 


3, 043, 784 


Cooper- 
ative 
State 
research 
service  * 


(5) 


$1, 213,  585 
302, 187 
547, 163 
986. 337 
1, 425,  516 
701,  574 
505, 233 
410, 198 


753, 874 

1,291,910 

417, 490 

562, 761 

1, 279, 574 

1, 158, 645 

1, 203, 960 

836, 425 

1,241,058 

879,493 

531,930 

650, 470 

615, 954 

1, 160, 875 

1, 093, 467 

1,211,362 

1, 141, 051 

560, 083 

796, 429 

366, 84i 

421,802 

673, 870 

477, 980 

1,394,620 

1,  749. 560 

615, 301 

1,358,918 

924, 624 

789, 251 

1, 521, 588 

382, 389 

988, 275 

619, 869 

1, 263, 702 

1, 681, 137 

520, 524 

413, 388 

1, 116, 622 

874,257 

807, 659 

1, 102, 900 

448,  622 

1, 178, 452 


I"  278, 365 


45,449,120 


Food 

stamp 

program » 


(6) 


$1, 576, 324 


264, 575 

78, 877 
170, 458 


13, 012 


1, 326,  892 
384,358 


31,131 
2, 260, 630 
2, 209,  657 


3,  584, 165 
628, 767 


1, 108, 893 

90, 814 

5,517 


"03, 100 


636, 535 


6,  539, 470 


623, 061 
5, 839, 315 


32,948 


1, 507, 682 


11,289 


694, 272 

93, 269 

2,314,840 

178, 473 

8,682 


8-1, 165, 037 


31, 761, 957 


Forest 
protection, 
utiliza- 
tion ,  and 
restora- 
tion • 


(7) 


$449, 879 
61, 618 


434,  787 

1, 174, 644 

86,400 

126,043 

21, 935 


753, 921 
710, 200 

65, 635 
252, 775 

96, 237 
109,  789 
101,  847 

95,824 
347, 812 
543, 635 
427, 283 
210, 852 
165, 075 

92, 147 
438, 458 
545, 245 
378, 697 
201, 789 

40,000 

94,574 
170, 285 
175,267 

76, 938 
479, 236 
591, 191 

45, 245 
229, 896 
187, 348 
692, 913 
440, 275 

70, 273 
536, 143 

80, 193 
439, 824 
424, 140 

61,104 
136, 795 
534,921 
804, 119 
291,984 
699, 275 

67,589 

21, 766 


15,283,821 


Footnotes  at  end  of  table. 
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PART  A.    FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Colum- 
bia. 

Florida 

Georgia 

Hawaii 

Idaho 

lUiQOis 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. . 

New  Jersey _. 

New  Mexico 

New  York 

North  Carolina.  _. 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc.7 

Adjustments  or 
undistributed 
to  States 


Department  of  Agriculture— Continued 


National 
forest  and 
school 
funds- 
shared 
revenues  " 


(8) 


$218,213 
236, 988 
552, 587 
748, 032 
5,190,349 
211,612 


272, 949 
257,  507 


1, 134, 782 

18, 537 

9,690 

65 


92, 349 

246, 165 

4,831 


222,  869 

235, 950 

691,387 

79, 149 

1,  010,  574 

15,115 

43, 094 

69,  071 


172, 166 


195,436 

79 

12,311 

101, 532 

13,654,118 

216, 473 


Total. 


421,393 

57, 126 

89,  020 

481,316 

123,212 

68, 479 

101,961 

5,441,835 

137,  060 

119,324 

126, 959 

1,719 


33, 083, 384 


National 
grass- 
lands- 
shared 

revenues 


(9) 


$1,  757 

507 

31, 872 


17,454 


2,234 


125 

17, 873 

1,645 


13, 910 

"'2,'425 


743 

'5,"707' 


8,909 
1,806 


211,950 

1,096 

7,773 

2,437 

14,  084 


44, 600 
'i5,'862 


103 


44,  038 


448, 910 


Removal 
of  surplus 
agricultural 
commodi- 
ties 


Value  of 
commodi- 
ties dis- 
tributed 

(10) 


$8, 652 

540, 

3, 337 

8,94i: 

15, 357, 
3, 977 
2,113 
1,155 
1,310, 

9, 224 

8, 480, 

1,018 

1,013 

11,398, 

7,034 

6, 192, 

3, 574: 

11,  857, 

11,480, 

1,617 

3,931 

6,  059, 
13, 585 

6, 853, 
13, 006 

7,  059, 
906, 

2, 350, 

310 

971 

4,491 

3,  638, 

25, 647, 

11,561 

1,166 

15, 558, 

13, 166, 

4,093 

20, 895 

921 

3,721 

1,  ,569, 
9,  755, 

14,  719 

2,  2S6, 
1,  058, 
5, 696, 
7,  526, 
8, 640, 
6, 400 

618, 

16, 865 

193 


855 
079 
799 
513 
804 
601 
531 
294 
885 

488 
747 
154 
151 
748 
982 
405 
809 
151 
434 
090 
340 
139 
073 
463 
937 
845 
169 
261 
492 
367 
774 
945 
120 
415 
163 
895 
062 
008 
837 
835 
586 
757 
189 
884 
940 
765 
427 
070 
537 
020 
420 
439 
299 


379, 298 


8-86,810,214 


267,  076,  077 


School 

lunch 

program  >2 


(11) 


$4, 351 

224 

1, 463 

2, 979, 

8,283, 

1, 930 

1,717 

325 

257, 

6, 460 
6, 245, 

1,  098, 
835 

6, 369, 
4, 286, 
3, 475 

2,  235 
4, 920, 
6,201 
1,031 
2, 439, 
4, 140, 
5,164 
4,155 
4, 525 
4, 320, 

652, 
1,388, 

166 

467, 

2,616 

1, 298 

12, 425, 

8, 115 

950, 
7, 473, 
2,  757, 
1, 768, 
7, 557, 

441 
4,  528, 

728, 
4, 937 
8, 738 
1,234 

3.52 
5,282 
2,741 

2,  073, 

3,  578, 
329, 

4,731 
127, 


035 
949 
853 
418 
166 
879 
402 
886 
791 

491 
663 
756 
749 
980 
095 
822 
634 
203 
996 
201 
217 
300 
706 
361 
838 
113 
015 
410 
338 
881 
748 
857 
320 
738 
314 
982 
648 
501 
184 
907 
917 
511 
894 
620 
563 
507 
607 
466 
191 
071 
112 
800 
791 


142, 829 


-119,415 


176,930,811 


Special 

milk 

program  '^ 


(12) 


$1,128, 

33 

467 

1,162 

7,  748, 

835 

1'316 

274 

609, 

1,243 

1,062 

146, 

202, 

5, 560, 

2, 369, 

1,722 

1,056, 

1,701 

630, 

437 

1,983, 

2, 915, 

5,205 

2,411 

1, 460, 

1, 988, 

200, 

625, 

102, 

351 

3,  066, 

729 

7, 434 

1, 985 

367 

5, 669, 

1,  033 

532 

3, 955 

387 

651 

408, 

1,807 

3,269 

373 

190 

1,647 

1,481 

562, 

3, 262, 

128, 


589 
992 
818 
302 
441 
222 
790 
733 
404 

663 
046 
676 
076 
782 
795 
354 
657 
558 
055 
341 
929 
634 
853 
766 
536 
296 
233 
117 
418 
158 
779 
684 
973 
884 
842 
566 
814 
751 
901 
583 
082 
879 
316 
226 
492 
837 
871 
578 
593 
983 
145 


139,317 


86, 043, 330 


Watershed 
protection, 

flood 
prevention, 
and 
resource 
conserva- 
tion and 
develop- 
ment '< 


(13) 


$821,994 


775, 509 

3,  003, 589 

4,  003, 778 
457,447 

1,390,270 
243, 114 


683 

3,380 

911 

107 

407, 

867, 

1,870, 

3,  838, 

1,370, 

781 

289, 

537, 

307 

418 

399, 

5, 682 

626, 

17 

1,396 

13 

298 

340 

535 

407, 

712 

552, 

656, 

8, 376 

361 

417, 


754 

154, 

1,384 

4,  682, 

451 


911 

488, 

,451 

696, 

104 

97, 


916 
491 
639 
473 
812 
852 
235 
131 
041 
097 
594 
133 
433 
314 
192 
463 
614 
005 
916 
599 
176 
665 
493 
147 
730 
901 
923 
960 
070 
725 


776 
105 
763 
699 
570 


412 

560 
484 
5.50 
754 
838 


"  58, 440, 962 


Department 
of  Com- 
merce 


Bureau  of 
Public 
Roads 


Highway 
trust 
fund 


(14) 


$90 

469, 

50 

697, 

63, 

745, 

37 

881, 

318 

311, 

58 

922, 

48 

416, 

16 

677, 

26, 

404, 

87 

321, 

80 

504, 

9 

731, 

35 

116, 

208 

961, 

92 

877, 

53 

436, 

50 

841, 

59 

943, 

102 

786, 

23 

793, 

49 

723, 

77 

600, 

132 

366, 

104 

547, 

57 

608, 

113 

946, 

56 

431, 

37 

179, 

40, 

800, 

16 

053, 

65 

103, 

46, 

616, 

197, 

519, 

50, 

739, 

31 

017, 

185, 

750, 

57, 

101, 

71, 

991, 

141, 

924, 

24, 

812, 

34, 

688, 

45, 

316, 

108, 

187, 

216 

233, 

,58, 

577, 

24 

274, 

15 163, 

050, 

73 

295, 

.55, 

397, 

53 

682, 

46 

955, 

6 

888, 

403 
266 
701 
444 
415 
576 
556 
024 
142 

854 
234 
419 
139 
769 
554 
978 
936 
553 
735 
441 
232 
608 
583 
350 
448 
603 
894 
616 
086 
396 
810 
494 
605 
507 
035 
829 
018 
283 
145 
429 
573 
296 
171 
428 
879 
357 
684 
168 
803 
362 
210 
594 


i«  17,317,260 


3, 979, 539, 895 


Footnotes  at  end  of  table. 
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Table  84. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
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PART  A.    FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories, 
etc. 


Department  of  Commerce- 
Continued 


Bureau  of 

Public 

Roads — 

Continued 


Other  IS 


(IS) 


Public 
facOities 
grants  and 
area  rede- 
velopment 
assistance 


(16) 


State 
marine 
schools 


(17) 


Department  of  Defense 


Army 


Civil 
defense 


(18) 


Flood 
control 
lands- 
shared 
revenues 

(19) 


National 
Guard 
centers, 
construc- 
tion 

(20) 


Federal 
Aviation 
Agency 


Federal 

airport 

program  '» 


(21) 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois.- 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  C^arolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or  un- 
distributed to 
States 


$60, 159 
2, 647, 396 
2, 592, 637 

885, 244 
5, 969, 466 
1,648,009 


$126, 407 
2, 050 


832, 054 
60, 000 


256, 699 
677, 474 


933, 278 


4, 440, 360 

10, 530 

33, 300 

5,991 


57, 248 
320, 687 


108, 637 
131, 340 


22,  533 


411, 049 
499, 425 
145,  723 


50, 000 

59, 653 

188, 000 

123,  660 


2, 650, 396 

71, 348 

659, 664 

88,572 


493, 000 
191, 000 


5,944 


1, 207, 437 

25, 646 

362, 644 

115,356 

31, 870 

360, 389 

4, 802, 246 


5,769 


55, 164 


38, 100 

67, 774 

224, 916 

62, 800 

2, 347, 717 

390, 065 

353, 408 

1, 897, 183 

449, 480 

34,  995 

1, 385, 608 

43,868 


4,600 

1,084,828 

345,  610 

649, 037 

23, 567 

54, 029 


545, 668 
52, 980 


827 

120, 000 

1, 995, 637 

4,100 


1,018 


$146, 402 


151, 130 


140, 991 


147, 604 


75, 000 


-50,000 


$397, 649 
108, 225 
164, 286 
337, 262 
3, 529, 456 
271, 157 
237, 552 

90, 817 
111,714 
551, 501 
592, 576 
280, 940 

82, 701 
627, 004 
111,550 
253, 818 
305, 002 
180, 938 
366, 455 
249, 974 
451, 133 
641, 332 
719, 885 
515, 699 
152, 679 
396, 430 

74, 137 
198, 685 
113, 143 

77, 222 
496, 835 

76,  513 
3, 465, 807 
519, 398 
160,  686 
263, 810 
609, 390 

42, 657 
659, 378 
126, 334 
277, 041 
178, 864 
213, 186 
573, 611 

77, 559 

50, 179 
243, 288 
388, 777 

71, 983 
667, 352 

87, 512 
160,978 

11,646 

17, 534 


$2, 783 


19 

94, 232 

87, 888 

10, 064 

1,428 

3,974 


7,361 
49, 579 


81 

82,  774 

568 

115, 102 

194, 191 

36,  438 

21, 540 


791 

2,882 

722 

2, 425 

103, 836 

94, 402 

6,108 

45, 421 


1,826 

1,620 

83 

1,317 

1,435 

136, 704 

11,269 

256, 938 

24, 340 

7,486 


1,889 

44, 789 

37, 823 

206, 074 


86 

6,761 

10, 507 

1,624 

3,674 


Total. 


38, 196, 946 


8, 407, 230 


611, 127 


21, 631. 239 


1, 720, 742 


$293. 530 

3.417 

22. 240 

59. 138 

1, 104. 337 

126.  703 

92. 156 


5.260 
826. 352 
295, 750 

8.811 

'346,' 853 

47, 202 
128, 297 
400, 358 
126. 844 

13. 824 
233,413 

61, 690 
719. 691 
234. 631 
665. 532 
194,916 
216,237 

84.807 

586 

162. 417 

180. 442 

441, 864 

65, 129 
464, 863 
124. 214 
398, 290 

26. 766 

5.351 

239. 680 


376. 221 

149. 903 

28. 671 

176. 779 

4.731 

1.020 

285, 202 

134, 761 

413.352 

397, 496 

222. 196 

569. 318 


11, 060. 040 


$1. 410, 120 
2. 941,  270 
1. 412,  860 

455, 836 
5. 196, 081 
1.266,641 

309, 540 


2, 197, 880 

9,  452, 846 

2, 097, 166 

130,  878 

2,  809,  416 

887, 927 

696, 365 

572, 310 

763, 160 

1,  630,  707 

68, 991 

864, 097 

1, 401, 344 

1,  623, 331 

1,  284, 162 

1,411,311 

917, 231 

615, 846 

515,  601 

660, 504 

31, 208 

1, 283,  956 

697, 592 

5,471,260 

1, 323, 768 

274,  775 

1, 979, 423 

2, 101, 113 

426, 103 

2, 368, 337 

326,  617 

640, 464 

315,010 

563, 404 

4, 976, 631 

796,  513 

159,  265 

1, 027, 282 

695, 382 

723, 005 

773,  667 

119, 003 

150,  083 

93, 938 


70, 598, 089 


Footnotes  at  end  of  table. 
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States,  Territories, 
etc. 


Federal 
Power 
Commis- 
sion 


Payments 
to  States 

under 
Federal 

Power 
Act- 

sliared 
revenues 

(22) 


Funds  appropriated  to  the  President 


Accelerated 

public 

works 

program  20 


(23) 


Disaster 

relief, 
and  State 
and  local 
prepared- 
ness 21 22 


(24) 


Office  of  Economic  Opportunity 


Adult 
basic 
educa- 
tion 23 


(25) 


Com- 
munity 
action 
programs 


(26) 


Neighbor- 
hood 
Youth 
Corps  24 


(27) 


Work 

experience 

and 

training 

programs  23 


(28) 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire.. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina... 

North  Dakota 

Ohio 

Oklahoma --- 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc.? 

Adjustments  or 
undistributed  to 
States 


$2, 084 

691 

397 

4 

33, 000 
439 


$10, 209,  554 
1, 599, 052 

157,318 
6,  219, 304 
7, 984, 690 

103, 788 
1, 405, 160 

370, 006 


3 
36 


33,484 


105 
11 

24 


11, 221 


904 


$9,704,849 

21,919 

151,354 

7, 012,  227 

15,813 

6,000 

16,404 


31 


Total- 


33,448 
3 


194 


1,370 


16 
6,454 
3 
66 
65 
13 


124, 069 


3,438,038 

5, 129, 602 

1,767,879 

493, 118 

5,481,358 

4,566,119 

35, 865 

410,935 

18,710,922 

14,444,567 

1,  557, 303 

1. 519. 652 
9, 960, 196 

21, 972, 295 

4, 204, 894 

4,603,984 

3, 802, 937 

524, 210 

87, 503 

9,375 

625, 347 

16, 202, 007 

1,624,691 

15.  206, 159 

8,401,311 

360, 889 

8, 390,  529 

5, 255, 865 

1,635,672 

36, 505, 066 

5, 096, 743 

3, 166, 946 

384, 139 

6, 512,  597 

10, 687, 796 

1,388,017 

461,863 

2. 496. 653 
2, 422, 285 

17, 304, 743 
2. 399, 023 

213, 758 
10, 717, 062 

139,404 

17, 309 


3, 988, 546 

1, 276, 571 

204, 021 

283,400 

18, 767 

432, 736 

24,859 

16,  255 

629, 805 

1,775,245 

11,245 

23, 058 

23, 425 

706, 765 

2,135,416 

453 

209, 921 

2, 439, 737 

289,  530 

-22, 103 


316, 700 
16, 113 

472,415 

235, 722 
17, 954 

344, 007 

12,634 

,813,072 


$225,311 
"90,"  000 


516, 172 
"27,'o6o" 


35,316 
"482,' 945" 


42, 883 


107, 577 


828, 000 
831,799 


288,385,498 


2,300 
18, 062 
23,272 
12,493 
22, 526 


7,100 

116,232 

1,212,060 

254, 393 

215, 238 

66,710 

569, 948 

79,945 

225, 654 


43,450,768 


18, 000 
"28,''3i9' 


19, 996 
'  64,338 


3,316,656 


$651, 508 
473, 592 
835,  619 
937, 629 
2, 803, 882 
531,310 
957,411 
131,955 
1, 233,  562 
1,510,231 
1,696,823 
227,320 
34, 998 
3,  548, 335 
396, 121 
257, 546 
196,844 
2,324,336 
365, 340 
210, 305 
412, 500 
1,157,999 
1,739,321 
232, 594 
1, 693, 048 
1,698,398 
72, 659 
89, 208 
81,487 
159, 007 
1,770,087 
392,410 
1,369,687 
1,931,371 
104, 107 
2, 023, 635 
749, 885 
403, 640 
1,969,459 
139,719 
423, 898 
84, 921 
2,310,945 
2,280,842 
45, 189 
195, 702 
825,459 
396, 092 
1, 682, 165 
313, 660 
28, 776 
946, 994 


104, 489 


47, 154, 080 


.$97, 485 

456,408 

2,162,398 

3,673,417 

3, 482, 878 

903, 953 

456,408 

88, 623 

1,293,894 

1, 169, 822 

1,360,361 

451,976 

22, 156 

1,927,547 

638, 085 

270, 300 

279, 162 

881,797 

110,779 

137,365 

70, 898 

1,298,325 

717,845 

1,165,391 

540,  599 

2, 991,  021 

44,311 

70, 898 

88, 623 

8,862 

1,816,769 

323,473 

3, 894, 975 

638, 085 

53, 174 

1,683,834 

1, 019, 163 

314,611 

1,834,493 

434, 252 

70, 898 

97,485 

1,329,343 

899, 522 

265,869 

39, 880 

274, 731 

203, 833 

509, 581 

1,271,738 


$28, 247 

6,569 

1,489,717 

1, 200, 049 

382, 429 

209, 754 

4,435 

79, 200 

137, 589 

285, 302 

9,173 

4,415 

307, 875 

101,000 

119,301 


5, 036, 907 

238, 703 

90, 188 

9,210 

1, 021, 636 

891,460 

844,415 

5,229 

848, 039 


474, 132 


44,311,428 


4,908 

5,050 

668, 782 

93,899 

593, 619 

70, 767 

136, 258 

1,111,521 

178, 939 

59,491 

258, 217 

309, 298 


26,823 
4,400 

79,433 
3,350 


61,845 

1,481,013 

116, 000 

136,  625 

1,425,977 

7,446 


20, 184, 503 


Footnotes  at  end  of  table. 
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States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc.? 

Adjustments  or  un- 
distributed to 
States 


Department  of  Health,  Education,  and  Welfare 


Total. 


American 

Printing 

House 

for  tlie 

Blind 


(29) 


$14, 547 

88 

6,898 

8,224 

78,  218 

9,551 

17,  200 
2,388 
1,813 

23, 125 

19,  057 
3,405 
1,194 

34, 886 
15,  741 

11,  452 
15,  343 

10,  037 
14, 105 

3,228 

18,  084 
27,  679 
31,  438 

13,  707 
8,445 

12,  027 
2,565 
4,731 
1,857 
3.139 

33.  869 

5,129 

78, 130 

23, 125 

1,  769 

36,  920 

6,367 

11,762 

58, 144 

4,422 

9,683 

2,432 

14,  370 
30,  653 

4,068 
884 

20,  030 
13, 397 

11,  761 
13, 309 

1,592 
4,068 


Office  of  Education 


Colleges  of 
agriculture 

and  the 

mechanical 

arts 


(30) 


44 


800,  000 


$277,  647 
205,  376 
230, 951 
242,  458 
573,  580 
241,  089 
260,  260 
210,  608 


317,  693 

293,  723 

215,  040 
215, 858 
439,  618 
310,  822 
265,  544 
251,  783 

272,  213 
277,416 
223,  038 

273.  700 
322,  376 
385,  949 
281,  144 
251,  772 
302,  677 

216,  038 
233,  546 

206,  781 

214,  426 
344,  201 
222,  605 
598,  897 
308,  295 

215,  032 
430,710 

255,  341 
242,  040 
469,  049 

220,  429 

256,  632 

216,  175 
284,  786 
427,  698 

221,  169 
209,  267 

294,  290 
267,  818 
244,  220 
293,  929 

207,  845 
255,  846 


Construction 


Assistance 

for  public 

schools 


(31) 


14,  500,  000 


$122,  206 

329, 180 

2,  202,  375 

48,  804 

4, 487,  013 

1,  772,  754 

145, 188 


2,  542, 176 

1,  907, 177 

201,  656 

52,510 

219,  047 

250, 196 

39,  901 

397,  612 


21,  457 

,  565,  483 

105, 137 

,  009,  206 

35,  280 

11,  515 

63,  408 

143,  703 

365,  918 

357, 436 


449,  058 
124,  607 
430,  692 
173, 997 
1, 191, 196 
425,  046 
602,  785 

62,  085 
4,277 

37,  066 

36,  739 
255,  950 

66,  559 

702, 474 

1,  054,  282 


1,  282,  777 

334,  210 

30,  000 

103,  440 

257,  083 


201, 140 
7,015 


29, 228, 816 


Higher 
educa- 
tional 
facilities 

(32) 


$13,  600 

2,832 

701 

28,  959 

62,  610 

21,  359 

16,  669 

28,  000 

28,  280 

45, 447 

19,  835 

2,473 

19,  755 
25,  964 
16,  828 
42,  505 
32,  000 
42, 414 

20,  751 


17, 162 
51,  652 
23,  474 

9,885 
19,  547 
28, 400 
14,  638 

5,325 


242 
25, 445 
26,  022 
89, 196 
49,  980 
11,540 
59, 139 
45,  000 
10, 107 
45,  041 
8,  201 

24,  942 
8,688 

22,  094 
63,  362 

14,  252 
12,  500 

23,  772 
30,  737 
21,  850 

25,  398 

15,  033 
2,385 
2,013 


1, 278,  004 


Cooperative 
vocational 
education 


(33) 


$963,  454 

281, 156 

1,  264,  524 

1,  715,  648 

4,  998,  683 
1,  433,  997 

1,  683,  965 
188,  988 
486,  835 

4,331,715 

4,311,053 

637,  249 

777, 473 

6,  380,  914 
3,  772, 448 

2,  648,  898 
1,926,940 
3, 465, 197 

3,  257,  461 
923, 375 

2,  251, 179 
3, 193,  536 

5,  942,  366 
2,  180,  078 

2,  528,  023 

3,  216,  676 
259, 424 

1,  353,  737 
376,  999 
584,  576 

3, 906,  261 

963,  492 

5, 870,  584 

5,  423, 408 

795,  270 

7,  346,  515 

2,  419,  439 

1,  288,  153 

8,  445,  289 
715,  444 

2,  732,  597 
794,  562 

3,  937,  415 

4,  656,  357 
894,  633 
453,  222 

3,  699,  627 
2,  294,  866 
1,601,107 
2,  750,  953 
178,  589 
2,  893,  876 
46,  754 

80,  000 


131,  524, 980 


Defense 

educational 

activities 


(34) 


$1,  786, 159 
210,  904 

1, 140,  807 
867, 144 

6, 886, 829 

1,  779,  376 
1, 171, 160 

244, 130 

196,  455 

1, 430,  705 

3,  055,  827 

810.  541 

418, 334 

3,  351,  567 

2,  101,  360 
1,  832,  582 
1,  558,  806 
1,116,816 

980,  418 

520, 126 

1,  774,  223 

1,  006,  295 

3,  279,  478 
2, 342,  882 

643,  560 

1,  276,  728 
329,  016 
802,  627 
199, 100 
320, 106 

2,  414,  657 
621,  761 

3,  828,  957 
3, 396,  226 

424,  904 

4,  560,  923 
1,  611,  758 

974,  283 

3,  261,  439 

422,  861 

1,  389,  947 
467,  586 
796,  400 

2,  459,  608 
707,  858 
260,  566 

2, 145,  264 
2,  571,  049 
1, 340,  611 
2,  037,  582 

231, 864 
1,  226, 194 

105,  613 

11,  670 


80,  703,  642 


Educational 
improve- 
ment for 

the  handi- 
capped 2« 


(35) 


$68,  000 
25, 100 
60,  000 
62, 240 

100,  000 
63,  000 
67,  200 
32, 838 


81,  920 
70, 400 
43,  068 
45,  050 

90,  600 

75,  000 
66, 860 
64, 400 
68,  250 
69, 400 
52,  000 
67,  700 

76,  494 

85,  340 

70,  880 
64,  500 
73,  600 
44, 800 
58, 170 
25,  000 
41,  650 
80,  700 
52, 800 
99,  900 
75, 200 
41,  200 

91,  300 
65, 400 
63,  799 

86,  656 
49,  983 
66,  300 
45,  023 

71,  656 
91, 800 
52,100 
22,  000 
73, 945 
44,  000 
61,  200 

72,  095 
24, 300 


3,144,817 


Footnotes  at  end  of  table. 
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PART  A.    FEDERAL  AID  PAYMENTS  TO  STATES  AND  LOCAL  UNITS— Continued 


States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma. 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Wasliington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or  un- 
distributed to 
States 


Department  of  Health,  Education,  and  Welfare — Continued 


Office  of  Education- 
Con. 


Library 
services 


(36) 


Total. 


$507, 452 

92,  663 

244, 026 

361, 066 

2, 070, 828 
304, 092 
471,081 
149, 960 
407,  660 
697,  490 
667, 141 
168,  658 
184, 090 
617,  650 
521, 467 
403, 731 
413,  934 
716, 837 
616, 429 
223,  590 
603,  628 
549,  799 
986,  634 
560,  415 
484,  704 
352, 936 
242,  520 
267,  506 
132, 440 
187, 081 
925,  342 
230, 494 

1,  555, 013 
657, 653 
171, 750 

1, 246,  225 
132,  369 
287,  096 

1, 650,  524 
293,  807 
358,  519 
213,310 
578,  415 
824, 486 
196,  636 
169, 164 
585, 445 
414, 230 
305, 287 
530, 130 
174, 852 
354, 933 
25, 000 

22,807 


Mainte- 
nance and 
operation 
of  schools 


(37) 


26, 110, 985 


$4, 221,  434 
7, 949,  703 
5,  865,  597 
1,603,938 

52,  299, 893 
9, 116, 929 
2, 601, 422 
1,  090, 954 
3, 053,  790 
9, 004, 685 
7,  689, 317 
6, 170, 356 
2, 170, 176 

5,  548,  652 
1, 669,  555 
1, 278,  208 
6, 979,  050 
1, 427, 820 
1, 350,  764 
2,642,115 

13, 308, 989 
8, 995, 130 
2, 904,  242 
648, 165 
1, 587, 481 
3,817,819 
2, 604, 354 

3,  538, 369 
2, 161,  540 
1,  691, 575 
7, 667, 027 
6, 416, 076 
7, 929, 340 
3,794,313 
1,  758, 322 
7, 001, 868 
8, 808, 053 
1, 476,  707 

6,  626,  442 
2, 485, 162 

4,  266,  019 
2, 941,  219 
2, 992,  540 

17, 449,  556 

3, 277, 092 

54, 664 

19,  826, 009 

11, 616,  850 

170, 274 

864, 746 

1, 144, 560 


Public  Health  Service 


58, 488 
1, 129, 199 


16, 643, 301 


Air 
pollution 


(38) 


$110, 901 


311,389,849 


126,  291 
9,670 

184,  409 
63, 882 
36, 903 


5,250 
57,  563 
40, 327 
11,937 


400, 125 
89, 446 
6,450 
12,186 
47,  064 
20,  905 


126,  064 

103, 503 

30, 902 

78, 842 

2,514 

5,308 

25, 117 

3,170 

194, 157 

15,  212 

218, 063 

62,  267 

5,000 

103, 468 

16, 828 

46, 127 

216, 302 

5,214 

5,015 


26, 607 
13, 481 


26,368 
"84,"9i4 


28, 587 


Chronic 

diseases  and 

health  of 

the  aged  26 


(39) 


$610 

10, 

215 

304 

2, 146, 
631 
450, 
165 
531 
873: 
681 
260, 
186, 

1, 292, 
486: 
347 
342 
837, 
294: 
195 
443 

1, 164 

1,  207, 
806, 
547, 
959 
152 
125, 
125 
132, 
690, 
173: 

2,  698 
805, 
161 

1, 405, 
520, 
302 

2, 069 

294: 

452, 

61 

531 

1, 403 
196: 
151 
683 
736 
468, 
626, 
76, 
843, 
107, 


816 
300 
883 
105 
391 
522 
046 
828 
499 
819 
028 
509 
545 
938 
603 
622 
900 
541 
199 
241 
109 
272 
838 
295 
082 
707 
308 
790 
167 
893 
059 
000 
935 
853 
340 
329 
409 
300 
520 
065 
807 
391 
106 
891 
265 
574 
343 
775 
092 
854 
548 
890 
777 


96, 177 


Commu- 
nicable 
disease 
activi- 
ties 2? 


(40) 


$178,  592 
78, 633 


77,  263 

1,  589,  427 

100, 644 

108, 961 


127, 026 

215, 432 

54,  664 

39, 976 

26, 617 

445, 961 


64,  694 
129, 149 

99,  253 
139, 185 


11, 025 

291, 978 

123, 697 

28, 411 

181, 170 

233,  425 

92,  563 

47, 183 

34, 366 

38,  509 

168, 350 

80, 862 

544, 047 

104, 400 

17, 389 


164, 827 

78, 742 

374,  833 


304, 306 

51, 538 

207,  718 

293, 495 

91, 076 

36, 458 

47, 825 

74, 862 

251, 020 

73, 713 


197,  550 
24, 285 


2.666,339  32,087,096  7,745,100 


Commu- 
nity health 
practice 
and  re- 
search 28 


(41) 


$256, 
28, 

8i: 

159 

685, 

111 

93 

19, 

28, 

312, 

282, 

1, 232, 

61 

408, 

216 

152 

129 

216 

221, 

72, 

145 

212 

357 

187, 

211 

211 

56, 

87, 

30, 

34 

251 

79 

670, 

299, 

56, 

441 

155, 

99: 

544 

43, 

197, 

63, 

245, 

582, 

72, 

32: 

253: 

15: 

116, 

208, 

32: 

219, 

7, 


491 
800 
830 
989 
672 
425 
278 
119 
691 
392 
210 
373 
342 
671 
703 
976 
740 
004 
052 
967 
698 
046 
463 
202 
479 
979 
179 
980 
829 
975 
904 
946 
700 
245 
250 
907 
729 
653 
547 
026 
159 
475 
724 
625 
500 
783 
962 
336 
201 
492 
110 
865 
174 


7,133 


11, 142, 001 


Construc- 
tion 


Hospital 
and  health 

research 
facilities  29 

(42) 


$5, 784, 

306, 

1,  607, 

3, 273, 

12, 046: 

1,324 

909, 

395 

2,361 

7,105 

9,  713 

424 

1, 073, 

4,  770, 
4,521 
3,964 
1, 680, 
3, 005, 

5,  072: 
1, 146, 
3, 595: 
4, 490, 
7,187 
4,  229, 
4,  05'. 
4,  899, 

969, 
1,  568, 

357, 

419: 
3,331 
1,  523, 
10, 686, 
7,007 
1, 468, 
8, 120, 
2, 937: 
2, 285, 
10, 728, 

938, 
3,571 
1, 404, 
6,841 
10, 434, 
1, 528: 
1, 219, 
5, 327: 
3;  029, 

618 
4, 326, 

171 

5,411 

90, 


,846 
1,647 
,812 
.,778 
1,879 
,996 
,621 
,431 
,431 
,441 
,755 
,759 
,271 
1,180 
,756 
,577 
1,002 
,006 
,557 
v805 
,132 
i,055 
,446 
',  950 
.298 
,079 
1,343 
,672 
,241 
1,075 
,563 
,882 
.,788 
,326 
.,  572 
i,851 
,958 
,411 
,729 
1,176 
,758 

:,282 

,324 

,772 
.,202 
1,783 
,182 
i,540 
,101 
1,437 
,682 
,732 
,833 


3,668 


195,  266, 393 


Footnotes  at  end  of  table. 
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States  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia... 

Florida.. 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

"Washmgton 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories,  etc.'. 
Adjustments  or  undis- 
tributed to  States 


Total. 


Department  of  Health,  Education,  and.  Welfare— Continued 


Public  Health  Service — Continued 


Construc- 
tion—Con. 


Waste 

treatment 

works 

(43) 


$2, 841 

210, 

682 

1,545, 

3, 988; 

1, 502, 

400, 

615, 

643, 

1, 

1, 690, 

370, 

208, 

2,666 

1,  552, 

1,623 

909 

1, 809, 

1,816 

973, 

962: 

1,299 

1,485 

1, 123, 

1, 420, 

2, 072, 

476, 

794, 

10, 

1, 019 

2, 269, 

687, 

3, 769, 

1,631 

151 

3, 513, 

1,  506, 
1,415 

2,  548, 
1,042 
1, 426, 

260 
1, 279, 
3,111 

699, 

572, 
1,604 
1,325 
1,017, 
1, 179 
39 

183 


118 
1,600 
,020 
i,829 
,687 
,140 
1,048 
1,127 
,800 
,027 
\  320 
i,990 
,764 
,129 
,007 
,747 
,862 
,  323 
,333 
,497 
,145 
,561 
,495 
,127 
,106 
,591 
,324 
,324 
1,480 
i,334 
,513 
,292 
,284 
,535 
,081 
,086 
1,554 
1,600 
,656 
,968 
1,170 
1,410 
',283 
,865 
,115 
,  312 
,568 
1,626 
,869 
,670 
,582 
,120 


69, 755, 014 


Control 
of  tubercu- 
losis 30 


(44) 


$212 

49, 

168, 

122 

516, 

36, 

27 

34 

221 

253^ 

212, 

44 

13 

207, 

52; 

26, 

22 

141 

58, 

17 

140, 

174, 

227, 

74, 

143 

141 

23 

12 

11 

11 

255, 

41 

781 

149 

12, 

209: 

68, 

47, 

457, 

90, 

91 

4, 

243 

279, 

47, 

12 

140, 

57 

124 

132 

5, 

216, 

3, 

11 


790 
973 
753 
893 
874 
238 
898 
731 
031 
281 
043 
781 
150 
328 
259 
442 
988 
559 
522 
696 
254 
710 
235 
999 
211 
615 
766 
553 
254 
063 
570 
682 
637 
973 
946 
447 
928 
331 
452 
979 
259 
959 
683 
138 
562 
262 
200 
895 
563 
487 
795 
546 
450 


6, 889, 497 


Control 

of  venereal 

disease  3i 


(45) 


84 
82, 

677, 
68, 
24 
20, 
78, 

323, 

329 
5, 
6, 

414 

2, 

20, 

26, 

98: 

139, 

y, 

70, 
64 

187 
36 
56, 

169 

18 

25, 

19 

2, 

317, 
77, 

873, 

194 
15 

142 
74, 

121 

353 

147 

15, 

104 

262 

1 

4 

105, 

55, 

50 

10 

5, 

25, 


955 
892 
898 
555 
700 
962 
130 
207 
927 
238 
903 
457 
463 
269 
600 
436 
704 
745 
921 
096 
800 
198 
550 
775 
822 
290 
872 
851 
800 
613 
668 
746 
482 
966 
044 
703 
867 
553 
844 
900 
697 
890 
389 
797 
671 
521 
657 
000 
094 
150 
207 
000 


6, 129, 373 


Dental 

services 

and 
resources 


(46) 


$10,  000 


10, 000 
10, 000 
10,  000 
10,  000 
10,  000 
10,  000 
5,000 
10,  000 
10, 000 
10, 000 
10,  000 
10, 000 
10, 000 


2, 220 
10,000 

'io.'ooo' 


10,  000 

9,965 

6,600 

6,000 

10,  000 

10, 000 

2,652 

7,082 

10, 000 

10, 000 

10,  000 

7,500 

7,000 

10,  000 

10,  000 

10, 000 

10,  000 

10.  000 

10,  000 

10, 000 


10, 000 
10, 000 

6,000 
10, 000 
10, 000 
10,  000 

6,900 


5,000 
5,000 
5,000 


411,919 


National 

Institute 

of  Mental 

Health 


(47) 


$203 
125, 
108, 
119 
973 
110, 
HI 
112 
106 
280, 
245 
114, 
116 
538, 
221 
136, 
118, 
168, 
180, 
108 
150: 
235: 
367 
144 
128, 
229: 
110, 
112 
88, 
106, 
289: 
116 
773, 
279, 

113: 

470 
129 
110, 
546, 

95, 
143 
117, 
195, 
508, 
101 
107, 
196, 
143, 
111 
196, 
116 
154 
113 

52 


959 
816 
055 
685 
594 
869 
790 
722 
434 
882 
524 
822 
414 
483 
605 
561 
488 
100 
899 
945 
200 
975 
299 
106 
347 
325 
389 
425 
755 
503 
685 
414 
582 
928 
689 
841 
589 
131 
836 
237 
747 
516 
933 
786 
823 
696 
578 
135 
215 
669 
990 
261 
772 
757 


11,063,781 


Radio- 
logical 
health 


(48) 


$47 
3 

19, 
27, 

215 
38: 
24 
11 
16, 
65, 
59; 
16 
13 

106 
40, 
39 
27, 
45, 
39 
15 
40, 
73 

101 
37 
30 
25 
11 
15 
4 
5, 

69: 

20, 

223 

61 

15, 

65, 

26 

24 

161 

16, 

23: 

9: 

28: 

121 
21 

1 

13 
47 

6 
53 
10, 
15, 


190 
450 
373 
501 
061 
054 
349 
366 
629 
507 
533 
599 
624 
811 
920 
143 
431 
416 
770 
732 
021 
366 
736 
500 
040 
079 
000 
192 
900 
615 
281 
074 
500 
804 
000 
182 
182 
300 
305 
291 
363 
549 
494 
471 
272 
643 
489 
338 
159 
547 
310 
832 


2, 253, 354 


Water 

supply 

and 

pollution 

control 


(49) 


$102, 

12: 

41 

62, 

419 

47, 

49 

46 

59, 

150, 

112 

39: 

27, 

185, 

115 

56, 

54, 

90, 

104 

37 

88: 
139: 
249; 

106, 

77, 
98 
25; 
19, 
16, 
35, 

167, 
32 

367 

125, 
29 

216 
74 
57, 

262, 
58, 
84, 
27, 

130, 

211 
31 

26: 

105 

68, 
65, 
104 
18 
64, 


105 
671 
025 
933 
791 
215 
000 
502 
921 
900 
534 
578 
694 
534 
428 
520 
200 
007 
046 
718 
974 
569 
390 
207 
018 
306 
731 
497 
250 
445 
601 
965 
158 
520 
286 
705 
970 
614 
101 
814 
013 
384 
398 
015 
500 
661 
541 
513 
840 
752 
497 
463 


32  260, 948 


5, 263, 968 


Footnotes  at  end  of  table 
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States,  Territories, 
etc. 


Alabama 

Alaslsa 

Arizona 

ArkansEis 

California 

Colorado 

Connecticut - . 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire... 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming. 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or 
undistributed  to 
States 


Total. 


Department  of  Health,  Education,  and  Welfare — Continued 


Office  of 
the  Sec- 
retary 


Educa- 
tional 
television 


(50) 


$270,  592 


413, 725 
17,809 


170, 981 
35, 803 


48, 150 


35, 040 
114,724 


93,117 


77, 127 
"85,"435' 

"90,'6oo' 


81,813 


65, 086 
199, 673 


200,  000 


123, 351 
5,310 


147, 498 
142, 932 


298, 471 
"83,"  737' 


2, 870, 521 


Vocational 
Rehabili- 
tation 
Adminis- 
tration 


(51) 


$4, 195, 369 

264. 842 
1,197,451 
3, 731,  330 

5. 772. 849 
1, 440, 246 

626, 402 

257, 850 

690, 171 

3,  527, 815 

6, 406,  022 

451,856 

294,  655 

3, 134, 269 

947. 843 
1,  276, 979 

624, 953 
2, 012,  663 
2, 088, 168 

418, 234 
1,311,152 
1, 902, 153 
2, 472, 043 
1, 829, 144 
1, 710,  548 

1,  693, 188 
423, 039 
598, 714 
261, 983 
154,  046 

2,  065, 136 
412, 184 

7, 124, 388 
4, 089,  704 
417,905 
2,715,171 
2, 287, 864 
1,  019, 933 

7. 964. 850 
721, 674 

2, 578, 003 

577, 598 

2, 376, 275 

3, 637,  335 

577, 434 

387, 908 

2, 035, 866 

1,  300, 603 

3,  060,  552 
2, 132, 994 

354, 180 

1, 796, 966 

55, 778 

59, 683 


101, 465, 991 


Welfare  Administration 


Bureau  of  Family  Services 


Aid  to 

dependent 

children 


(52) 


1,100 

,557 
,019 
,  603 
,790 
,490 
,975 
,601 
.,  324 
,581 
,616 
,601 
,426 
■,168 
,248 
,231 
,843 
,937 
,923 
,862 
,562 
.,318 
,819 
,543 
,863 
,825 
,337 
,246 
,632 
:,266 
,945 
,409 
,195 
,853 
,160 
,695 
,524 
,443 
,393 
,689 
,830 
,149 
1,699 
1,901 
,560 
,545 
V  994 
,662 
;,  332 
,323 
,587 
',  699 
,503 


30, 597 


-6, 155,  000 


$9 

580, 

1 

111, 

9 

934, 

5 

276, 

163 

986, 

9, 

889, 

16 

351, 

3 

271, 

6 

748, 

17 

544, 

14, 

629, 

3 

397, 

9 

847, 

76, 

800, 

1^, 

475, 

11, 

043, 

9, 

521, 

20, 

714, 

26, 

751, 

4, 

873, 

19 

671, 

26, 

015, 

39, 

237, 

13, 

879, 

8 

141, 

25, 

564, 

2 

192, 

4 

215, 

1, 

480, 

1, 

312, 

27, 

013, 

9, 

546, 

166, 

023, 

27, 

734, 

0 

591, 

46, 

123, 

20 

008, 

8 

225, 

81 

259, 

7 

092, 

5 

203, 

3 

273, 

15 

996, 

18 

696, 

7, 

221, 

1 

694, 

10 

845, 

21 

007, 

30 

078, 

11 

376, 

950, 

4, 360, 

104, 

1,  088,  767, 993 


Aid  to 

the  aged, 

blind,  and 

disabled 


(53) 


$931,719 


55, 093, 578 

""i,"463;'ii6" 


62, 113, 433 


10,  543,  727 
40, 055,  508 


9,411,415 
10,350,948 


10, 961, 622 
46, 125, 150 


3, 472, 543 
'68,"740,'389" 


6, 429, 894 


5, 208, 932 


2, 354, 406 


-1,873,585 


331,382,795 


Aid  to 
the  bUnd 


(54) 


$1,  081, 963 


567, 762 
1, 222, 829 
8, 107, 266 
129, 312 
179, 140 
178, 075 
132, 451 


1, 649, 914 


87, 446 


1,051,823 
673, 379 
124,812 


1,813,472 


1, 316, 608 
888, 019 
619, 483 
1, 090,  351 
2, 262, 791 
168, 567 
368, 453 
109, 495 
163, 657 
549, 715 


1, 124, 315 
2, 971, 490 

24, 858 
2, 247, 300 


260, 591 
2, 677, 937 


1, 086, 399 

78, 195 

1,  003, 715 

2, 934, 325 

107, 847 


706, 859 
401, 693 
423,  044 
469, 513 
34, 000 


3,  529 
504 

-231, 000 


40, 861, 897 


Aid  to  the 

perma- 
nently and 
totally 
disabled 

(55) 


$6, 342, 376 


1, 956,  232 
5, 377, 277 
41,  435, 862 
3,815,475 
4,  257, 786 
262, 978 
2, 195, 131 


14, 108, 447 
'i^687,'63i" 


886,  412 

735, 827 

1,228,206 


11, 373, 630 


7, 652,  032 
5,340,113 
1, 944, 468 
7, 565, 171 
9, 057, 352 
933, 695 
1,  584, 773 


379, 266 
5, 350, 051 


11, 722,  449 

14, 430, 382 

469, 767 

12, 263, 444 


4,  594, 319 
11,942,798 


4, 682, 176 
737, 572 
6, 236, 028 
5,351,712 
3, 234, 419 


4, 282, 709 
9, 612, 749 
3, 012,  260 
3, 695, 308 
365,228 


16, 756 
5,254 

-1, 305, 000 


230, 819, 921 


Medical 

assistance 

for   the 

aged 

(56) 


$607, 304 


1,656,690 
59, 289, 464 
4, 358, 078 
7,  599, 157 
86,  507 
1, 329, 187 
1, 875, 697 


928, 662 

2, 744, 426 

3, 433, 742 

163,  227 

4, 351, 597 

3, 836, 406 

2, 922, 384 

1, 026, 177 

779, 154 

2, 474, 959 

27,311,478 

10, 964, 726 

15, 952, 462 


608, 964 


573, 766 
7, 435, 372 


73, 661, 270 
1, 206, 974 
2,  510, 942 


1, 106, 266 
3,331,374 
14,  525, 699 
2, 614,  521 
2, 300,  546 
259, 513 
2, 804, 367 


1, 843, 918 

285, 121 

1, 470, 306 

8,811,689 

2,  797, 504 

3,511,501 

72, 843 

422, 546 

7,697 

7,005 


-1,607,000 


284, 254, 188 


Footnotes  at  end  of  table. 
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Department  of  Health,  Education,  and  Welfare- 
Continued 

Housing  and  Home  Finance 
Agency 

Welfare  Administration — Continued 

OlHce  of  the  Administrator 

States,  Territories, 
etc. 

Bureau  of 

Family 
Services- 
Continued 

Children's  Bureau 

Low- 
income 
housing 
demon- 
stration 
programs 

(61) 

Open 

space 

land 

grants 

(62) 

Urban 
planning 

Old-age 

assistance 

(57) 

Child 

welfare 
services 

(58) 

Maternal 

and  child 

health 

services 

(59) 

Services  for 
crippled 
children 

(60) 

grants 
(63) 

Alabama 

$65, 108, 259 

$862,  062 
112,319 
355, 648 
513, 766 

2,183,262 
372, 467 
351, 595 
124,  558 
132, 869 
972, 676 
984. 055 
187, 934 
195,  841 

1, 309, 867 
828, 898 
529, 168 
439, 110 
788,  039 
810, 933 
235,  615 
547, 257 
790, 803 

1, 278,  432 
730.  728 
651,  751 
701,292 

182. 189 
307,  729 
113, 768 
157,750 
813, 671 
284, 742 

1,  893,  320 

1, 145,  522 
208,257 

1,  587, 177 
541,217 
308, 887 

1, 630, 976 
199, 184 
632, 171 
212, 519 
864,  767 

1,759,432 
284, 736 
138, 449 
823, 435 
531, 954 
385, 845 
777,950 
124, 757 

797. 190 
88, 467 

70,328 

$890,  076 
173,  418 
332, 339 
498. 803 

1,  668,  003 
546,  652 
492,205 
153. 325 
361,  889 

1,205.815 
964, 315 
260,200 
239,  407 
909, 453 
537,  776 
406, 468 
262, 425 
889, 446 
730. 404 
232, 977 
542, 129 
615,538 

1, 186,  566 
688, 908 
721,936 
666,  521 
167,271 
214,970 
169,  062 
139,  507 
535, 732 
460, 108 

1,604,163 

1,264,519 
167,  586 

1, 327, 765 
463, 128 
429,  022 

1, 322, 183 

307, 558 

654, 243 

74, 358 

940,  045 

1, 340, 301 
200,  533 
137, 635 

1, 050, 113 
570, 156 
612, 962 
580, 838 
126, 708 
854,  513 
72, 789 

84,207 

$808,  571 
133. 136 

476,"697' 

1,417,565 
352, 781 
353, 990 
150.  654 
291,  950 
769, 349 
980, 947 
207,287 
207,  034 

1,039,210 
748.  418 
886, 678 
363, 613 

1, 018,  806 
731,  563 
208, 390 
576, 487 
560, 703 

1,287,553 
835. 606 
645, 462 
634,  551 
200, 644 
262, 744 
192, 153 
155,811 
498,  094 
311,532 

1, 361, 828 

1,220,106 
181,  797 

1, 315, 709 
426,  059 
378,  013 

1, 750, 638 
186, 187 
725,  013 
155,205 
888,  630 

1,691,611 
260, 788 
172, 121 
903, 446 
478.  059 
467,  041 
663, 439 
105,929 
879, 221 
96, 878 

42,679 

$42,914 

108,915 

33,297 

219,  546 

Alaska     -  

$43, 348 
27, 646 

Arizona  

7, 939, 904 

35, 777.  003 

184,844,105 

24,  529. 128 

3, 922, 312 

876.  512 

1, 886,  544 

Arkansas 

$8,  575 
440,  027 

California 

154, 853 

1  630  224 

Colorado.-  -- - 

198, 394 
666, 966 
101,  008 

Connecticut 

Delaware        

34, 148 

222, 679 

District  of  Columbia- 

149, 401 
22, 778 

Florida     .  

432  799 

Georgia 

46, 866, 665 

48, 682 

264,216 

Hawaii 

171, 613 

Idaho. 

2, 828,  698 

Illinois 

201, 423 
39,249 

1,348,286 
73,259 
54, 179 

784  035 

Indiana        

14,133,510 

18,222,725 
6, 496,  340 

220  532 

Iowa 

235, 348 

Kansas .- 

160, 636 
297, 844 

Kentucky 

Louisiana 

101,442,400 

134,  074 

Maine 

143, 279 

Maryland 

589, 858 

102,000 

34, 733 

332, 471 

M  assachusetts 

Michigan          

33.  060, 850 

30.  008, 329 

21.329,864 

26. 881, 945 

60,208,261 

3.294.918 

7. 967,  532 

1,820,018 

3,  053, 739 

8, 295, 387 

156, 868 
18, 903 

935, 496 

1, 109,  786 

478, 426 

Minnesota ... 

Mississippi -.- 

39, 388 
111,313 

Missouri 

Montana 

3,210 
28. 425 

22,521 

Nebraska 

43, 646 

Nevada. 

45, 101 

New  Hampshire 

192, 405 

New  Jersey  ..  

11,250 

1,  072, 570 

786, 556 
101,  064 

New  Mexico 

New  York 

20,444,282 

25,100,231 

1,789,774 

48, 136,  037 

152, 868 

483, 723 
135, 180 

612, 999 
379,226 

North  Carolina 

North  Dakota 

40,  000 

Ohio - 

86,  519 
22,449 

350, 225 

24,  065 

38, 949 

1,000 

742  270 

Oklahoma 

267, 361 

450, 496 

1,117,940 

136  584 

Orcson 

5. 644, 225 
29,252,798 

Pmnsylvania 

Rhode  Island 

84,514 

South  Carolina 

13, 504, 185 

5. 448,  025 

22, 953, 972 

147. 353,  762 

2,  832,  003 

163, 100 

South  Dakota 

81,  783 

Tennessee 

49,  010 

99,  807 
11,972 

158,  969 
256  186 

Texas .- 

Utah 

105,  510 
48, 166 

Vermont 

Virginia 

7,814.513 
21, 305, 368 

7,230.149 
18,259,357 

1,  563,  433 

205, 375 
508,  040 

137, 282 
471  414 

Washington 

West  Virginia 

101, 194 

Wisconsin 

27,212 

63, 887 

887, 932 
1  896 

Wyoming 

Puerto  Rico 

314,  788 
43,  729 

Virgin  Islands 

85, 691 
23,  523 

-6,125,000 

Other  Territories, 
etc.? 

Adjustments  or 
States 

Total-- 

1.083,411,276 

33, 857, 334 

31, 948, 969 

31, 658, 376 

1,282,439 

5, 938, 706 

16, 562, 638 

Footnotes  at  end  of  table. 
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States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado- 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota -. 

Tennessee 

Texas 

CJtah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustment  or  tm- 
distributed  to 
States 


Housing  and  Home 

Finance   Agency — 

Continued 


Office  of 
tlie  Admin- 
istrator— 
Con. 


Urban  re- 
newal and 
urban  mass 
transpor- 
tation 
funds  33 

(64) 


$2,  281,  645 
185,  008 


5,  854,  611 

22,  455,  085 

892,  033 

21,  785, 192 

613,  000 

1,  307,  975 
778,  271 

4,  578,  480 

2,  799, 903 


17, 402,  792 
3, 871,  842 
1, 338,  566 

4,  038,  905 
3,  716,  657 

248, 175 

935,  516 

6,  746,  677 

26,  779, 168 

12, 932, 827 

8,  097,  256 

259, 166 

5,  052,  740 


45, 170 

172,  092 

597,  920 

17,  512,  247 


Total. 


34,  844,  687 

5,  036, 184 

99, 807 

14,  790,  841 

660, 817 

629,  731 

30, 155,  306 

1,  043,  817 

338, 300 


10,  891,  458 
7,  747, 507 


Public 
Housing 
Adminis- 
tration 


Low-rent 
public 
housing 
program 


(65) 


$8,  632,  318 

182,  053 

621,  646 

1,  654,  433 

7,  848, 105 

1,  312,  407 

3,  047,  596 

606,  210 

3,  577,  016 

4,  237,  496 
9,  569, 336 

704,  977 

35, 173 

19, 476,  342 

1, 354,  095 


5,  276, 151 

855, 338 

1,  351,  047 

1,  494,  074 


2,  367,  822 
442, 346 


37  349,  619 


291,  653,  771 


294, 466 

3, 349,  746 

5, 336, 937 

100,  957 

4, 222,  319 

7,  068, 140 

3,  606,  521 

2, 386, 881 

2, 135,  276 

5, 419.  935 

236,  020 

623,  270 

362,  936 

670,  802 

13,  946.  304 

259,  595 

34, 405, 102 

3,  679,  221 

54,  313 

5,  890,  345 


384,  521 
13, 823,  698 
1,  654,  643 
1,  361,  847 
89,  939 
6,  842,  014 
9,  286,  785 


Department  of  Interior 


Bureau 
of 
Indian 
Affairs  34 


(66) 


$600,  016 
3,  293,  026 


155,  079 


24,200 


153,  000 


62,  000 
11, 300 


460,  611 


163,  470 
170,  000 
106, 885 


2,  043,  919 


4,  536, 148 

1,  284,  982 

563, 104 

770,  398 


8, 183, 186 
573,  553 


206, 263, 107 


14,  580 
401, 389 


586,  565 
23,  900 


765,  000 


110,  603 


126,  000 


223,  000 
48,  530 


Certain 

special 

funds  - 

shared 

revenues  3' 


(67) 


$138 

974,  281 

360,  460 

45 

334,  570 

34,  571 


53 


55, 806 


36 

'759 


56 
137 
174 

14 
163,  846 

ini 

391,  127 


74,  665 


2,214 

8 

5,120 

21,  453, 244 


13,  976 


41,  547 


17,  774 


Fish  and 
wildlife 
restoration 
and  man- 
agement 36 


(68) 


$458,  045 
923,  068 
517,  504 
211,  083 
959,  020 
378,  002 
168,  893 
100,  763 


9,  543, 133 


49 
144, 136 


8, 313,  413 


32,  383, 268 


371,  871 
374,  290 
130,  622 
321,  608 
636,  003 
431,  967 
328,  513 
256,  591 
309, 846 
338,  454 
213,  895 
149, 457 
178, 185 
711,  7.54 
699, 174 
337,  043 
568,  699 
643,  750 
529, 120 
312,  797 
106,  270 
124,  903 
315, 148 
510, 499 
381,  648 
301,  540 

415,  382 
343.  614 
596, 857 
648,  316 
170,778 
289,  908 
518,  403 

416,  290 
1,  067,  217 

437,  518 
169,  669 
261,  559 
358,  842 
194,  449 
747,  715 
244,  564 
15,  733 
12, 489 

22,  014 


Mineral 
Leasing 

Act  pay- 
ments- 
shared 

revenues 


(69) 


$372 

8,  342,  615 

135,  476 

77,  771 

3,  094, 150 

3, 383,  740 


123 


421, 146 


124,  248 
"66,"  993 


3,052 
"5,"  685' 


2,  025, 187 

2,847 

434, 117 


10, 102,  974 


177,  759 


93,  651 
2,213 


148, 339 


3,  729,  091 


4,040 
i4,"976,"446 


20, 231,  342 


47,  352, 035 


Migra- 
tory Bird 
Conser- 
vation 
Act  and 
Alaska 
game  law- 
shared 
revenues 


Footnotes  at  end  of  table. 
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States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massacliusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota- __ 

Oliio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island _ 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments   or   un- 
distributed to 
States 


Total. 


Department  of  Labor 


Small 
Business 
Admin- 
istration 


Man- 
power 
develop- 
ment and 
training 
activities 


(71) 


Unemploy- 
ment com- 
pensation 
and  employ- 
ment 
service 
adminis- 
tration 
(trust  fund) 

(72) 


$284 

212, 

289, 

149, 

2,504 

esi 

356, 

64: 

16 
454 
335 

68, 

84 
1, 230, 
513 
148 
200, 
612 
212 
123 
252 
652, 
946, 
793, 
157 
567 
155, 
209, 
135, 

77, 

578, 

135, 

2, 205, 

217 

126, 

1,164 

406 

324, 

1, 053 

252, 

335, 

62 
367, 
715, 
241 

84, 
302 
402 
343 
375 

94 
245, 

27 


089 
564 
833 
606 
313 
175 
966 
354 
990 
516 
685 
945 
853 
293 
850 
166 
599 
919 
752 
150 
692 
939 
956 
699 
938 
740 
250 
722 
365 
369 
518 
710 
520 
525 
642 
989 
677 
531 
819 
682 
131 
774 
499 
591 
387 
494 
376 
213 
232 
807 
445 
586 
421 


19, 221 


22, 549, 078 


$5, 009, 115 
3,408,164 
3,291,133 
3,  698,  013 

55,  013, 544 
4,108,015 
6,415,130 
919,973 
3,319,868 
6, 806, 159 
5, 160, 751 
1,491,471 
2, 378, 813 

17,  728, 369 
6, 544, 226 
3,  616, 126 
3, 300,  615 
3, 905, 646 
5, 491, 725 
1,835,326 
6,416,401 

14, 196, 158 

16, 847,  023 
4, 973, 144 
3, 624, 161 
6, 467,  794 
1,967,461 
1, 883, 231 
1, 756,  245 
1,577,153 

13,117,833 
2, 228, 127 

52,416,273 

6,  436, 818 
1,  465, 659 

15, 095,  207 
5,  203, 663 
4. 909, 082 

28,  703, 470 
3,568,912 
3, 527, 683 
1,253,273 
5,  044, 653 

15,906,156 
3, 474,  629 
1, 201,  044 
4, 374, 350 

7,  209, 998 
2,687,371 
6, 307, 384 
1,139,685 
3,155,356 

126,412 

20, 157 


»» 1, 527, 176 


393, 251, 324 


Grants 
for  re- 
search 
and 
man- 
agement 
counsel- 
ing 22 


(73) 


$5, 
4, 
3, 
4, 
4, 
7, 

3. 

2 


896 
295 
851 
000 
000 
950 
952 
422 
930 


000 

789 
836 


072 
000 


11,437 
2,350 


2,965 
983 

1,498 
3,475 


5,750 

4,000 

16, 923 

6,255 

7,587 


7,125 


10, 409 


5,000 


3, 945 
6,000 


4,365 


4,000 

5,292 

_2 

2,530 


181,974 


Tennesee 

Valley 
Authority 


Shared 
reve- 
nues 38 


(74) 


$1, 997, 420 


85,  054 


1,326,034 


365, 553 


127, 582 


5,115,930 


30,  764 


9,  048, 337 


Veterans' 
Admin- 
istra- 
tion 39 


(75) 


$1,948 


4,153 

8,868 

1,567,397 

74,  532 

637, 671 


16, 539 
283, 228 


48,  731 
494,  760 
198,418 
279,311 

58, 767 
9.235 

13, 205 


749, 413 

637,  569 

279. 956 

6.093 

79, 251 

46, 141 

193, 597 


31, 112 

212,314 

5,267 

15, 147 

21,172 

72,  708 

403,111 

485, 068 

2,811 

185, 195 

170, 995 

5,448 

133, 287 

12, 508 

7,495 


44, 885 

7,365 

345, 927 

7,147 

245,  028 

13, 559 


8,116,332 


Miscella- 
neous 
grants  22 


(76) 


«o  $522, 118 
"ii;"  908,"  778" 


«  39, 377, 303 


«  4, 385, 375 
«  6, 180 


«  2,  500 


«  14, 755 


"  4, 987 
"  13, 903 


<6  441, 904 
'""«-596' 


"  13,  500 


»  58, 691, 220 
««^1-  475;  000 

«  13, 352, 305 


"*"  74, 000 


130, 283, 232 


Total  grant 

payments, 

(Part  A) 


(77) 


$254 

98, 

125, 

153: 

1,  079, 

150, 

136, 

31 

101 

248, 

268, 

46 

66, 

492 

182 

131 

124, 

215 

323 

58 

146, 

282 

354 

225, 

167 

284 

86, 

76, 

55 

34 

225 

109 

786 

218 

59 

437 

222, 

174 

504 

65 

107 

72, 

248, 

s4o: 

103 

41 

270, 

203: 

160, 

146 

74 

148 

13 


305,  792 
632,  515 

004. 303 
692, 711 
665, 996 
153, 395 
688, 720 
595, 141 
776,  981 
655,710 
428, 946 
926,812 
021,  027 
562, 275 
271, 759 
283, 891 
393,  020 
376,  763 
838, 163 
430, 854 
930, 833 
886, 913 
829, 262 
285, 317 
634, 078 
396, 130 
652, 353 
681, 014 
818, 684 
800,114 
266, 226 
601,653 
282,  737 

732. 304 
003, 522 
960,  778 
686, 250 
693, 521 
381, 631 
397, 852 
606, 647 
564,  688 
585, 762 
933, 471 
994,  603 
454,  509 
205, 388 
005,917 
658, 125 
394, 387 
783,122 
686, 761 
065, 878 


16,175,5 


-63, 830, 257 


10, 903, 910, 946 


Footnotes  at  end  of  table. 
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States, 
Territories,  etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky — 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota — - 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. . . 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma -- 

Oregon - 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or 
undistributed  to 
States,  etc 


Department  of  Agriculture 


Agri- 
cultural 
conser- 
vation 
program 


(78) 


$5,734,294 

56, 723 

1,534,288 

5,001,791 

5, 640, 517 

3, 418,  043 

455, 113 

337,  555 


3,213,915 
8,  040,  028 
148, 253 
1,  828, 569 
8, 356, 262 
6, 138, 628 
9,258,761 
6, 228, 056 

7,  594,  534 
4, 288, 769 
1,235,927 
1, 325,  600 

571,765 

4,  895, 255 

5,  801, 132 

6,  851, 669 

8,  921, 110 
3. 951, 452 
6, 904, 398 

478, 361 

517,238 

707,  590 

2, 189, 404 

5, 108, 731 

6, 985,  743 

3. 684,  641 

5,979,171 

6,  813, 386 

2, 425, 897 

4, 906,  668 

78,209 

3, 760, 276 

4, 653, 267 

5, 705,  548 

20,  913,  827 

1, 434, 252 

1,214,376 

4, 705, 863 

2,  594, 185 

1, 648, 192 

5,713,010 

2, 155, 579 

999,  506 

13,  026 


Commodity  Credit  Corporation 


Cotton 
domestic 
allotment 
program  " 

(79) 


$5,695,385 


1,065,718 
3, 938,  662 
1,  076, 578 


192, 464 
3,  874,  036 


8,392 


31 

31, 878 
2,247,625 


Feed  grain 
program  <>- 

(80) 


$15,099,219 


2,998,908 

2. 661, 992 

11, 467, 313 

13,  063, 639 

172,  097 

1,389,032 


4, 828,  078 
20, 741,  549 


5.  017,  618 
1,395,217 


48,  548 


607, 671 
2,"73i,'735' 


2,115,401 


3, 244, 677 


4,421,470 
13, 355, 162 


146, 482 


2, 485, 539 

99,  062, 105 

68, 189, 320 

191,285,248 

66, 563, 627 

25, 812, 707 

3, 055, 805 

42, 638 

3, 452, 829 

55, 458 

27, 339,  978 

87, 913, 693 

10,  505,  518 

77, 433, 936 

5, 472, 365 

117,937,167 

41, 649 

4, 062 

3,268,695 

7, 429, 339 

8,  548, 717 

23, 792, 074 

25,186,980 

42,731,897 

11,976,130 

2,  590, 933 

11,206,461 

4,097 

8, 863, 838 

30,  534,  065 

18,  518,  797 

89,  607, 274 

1,417,179 

116,  602 

8,  019,  675 

2,633,203 

1,168,112 

38, 643, 931 

919, 867 


Wheat 
program  *3 


(81) 


$178, 362 


262, 288 

190, 879 

2,467,276 

22, 368, 874 

215 

150,315 


27, 292 
609, 864 


13,264,100 

7.774,510 

5, 104, 433 

664,  408 

106,813,209 

813, 170 

159, 411 

1,247 

490,  378 

691 

5,  719, 881 

7, 049, 000 

158,  790 

8,  047,  583 

28, 940,  849 

30,  323, 305 

132,  840 


Wool  act 
program  54 

(82) 


.$5,  621 

128 

248,  358 

7,938 

1,294,433 

1,  096, 634 

2,665 

1,155 


284,  359 

2, 810, 466 

2,237,373 

1,238,141 

57, 078, 999 

6, 900, 131 

41, 464,  012 

10,  550. 839 

1,  547, 975 


604,  422 

18,  630, 950 

551,  044 

29, 986, 123 

1,681,225 

69 

960,  003 

21,910,003 

66,  002 

167, 620 

1, 996, 129 


969 

3,166 

1,550 

884, 893 

319,  561 

229,  745 

775, 989 

322,251 

139,263 

13, 024 

15,  509 

13,  562 

5,547 

223, 395 

508,  058 

10, 139 

310,  583 

1, 177,  568 

274,  858 

175, 328 

2,985 

5,067 

661, 495 

82, 808 

16, 316 

426. 645 

631, 748 

73. 046 

515, 870 

119,  010 

681 

1,536 

1,201,025 

55,  655 

2, 925,  527 

862, 441 

4,047 

164, 684 

172.  507 

143,  828 

130,  673 

1, 641, 139 


Conser- 
vation 
reserve 
program 


(83) 


Crop- 
land 

conver- 
sion pro- 
gram 22  «' 


(84) 


$3, 827, 613 


24, 825 
3, 767,  742 
1,  066, 413 
7, 455, 198 

27, 454 
141, 955 


1,  905,  768 
10,  374,  068 


1, 975, 385 
2,339,284 
3, 390, 671 

3,  566, 598 
10, 860,  802 

3, 137, 676 

2, 035, 336 

966,  736 

440, 148 

18,  514 

4,  553,  394 
10, 196, 894 

1,  826, 386 
6,218,237 
3, 947, 713 
5, 438. 220 

-4, 337 
130, 586 
302, 941 

5,  705, 167 
3, 695,  598 

2,  814, 518 
18, 423,  383 

3, 815, 979 
9, 324, 253 

1,  555, 195 

2,  754, 908 

663 

7,116,249 

11,586.966 

4,  500. 122 

21,613,739 

1, 391,  792 

363, 975 

868, 354 

2, 374,  534 

467,  624 

4, 774,  092 

633, 179 


$73, 849 


88, 299 

145, 619 

159, 364 

-45 


111,544 
130, 381 


210,  612 
94, 829 
127, 726 
363, 169 
723, 204 
63,  786 
431,413 
262,  769 


2,318 

68,297 
326, 311 

57, 188 
292. 792 
174,710 
411, 440 


-137 


182, 564 

124,213 

667,  771 

1, 434, 579 

41,607 

246, 173 

69, 877 

31, 652 


172,975 

881, 387 

253, 631 

899, 965 

122, 922 

1,510 

2,115 

76, 527 


53, 139 

84, 654 


4,344 


158 


56 


-345 


Total. 


213, 122, 697 


51,214,908 


1,196,253,343 


442,379,055 


17. 900, 679 


193, 712, 165 


9, 666, 699 


Footnotes  at  end  of  table. 
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Department  of  Agriculture— Continued 

Atomic 
Energy 
Com- 
mission 

Depart- 
ment of 
Com- 
merce 

States,  Territories, 
etc. 

Emer- 
gency con- 
servation 
measures" 

(85) 

Great 
Plains 
Conserva- 
tion 
program 

(86) 

Indem- 
nity pay- 
ments to 
dairy 

farmers 

(87) 

Rural 

housing 

grants 

(88) 

Sugar  Act 
program 

(89) 

Grants. 

fellow- 
ships, and 
other  aid  ^^ 

(90) 

State 
marine 
schools 
(subsist- 
ence to 
cadets) " 

(91) 

$376, 892 
5,389 
131,610 
445, 878 
320, 408 
669, 300 

$76, 740 

$67. 530 

7 

66. 125 

29,  829 

694. 929 

119.031 

65. 389 

1.351 

132. 162 

166. 952 

85. 074 

5.305 

52. 709 

1.209.766 

229. 088 

221.587 

141.321 

71.369 

86. 754 

19.216 

88. 664 

437. 178 

360. 109 

115.363 

38,  945 

138.619 

8,248 

29. 509 

27. 196 

11.635 

271. 990 

32. 374 

1,121.796 

189. 081 

11,873 

298. 331 

61.921 

43,  927 

439. 180 

44. 872 

98. 177 

12. 706 

693. 598 

247, 561 

26.  766 

5.263 

183.479 

280. 587 

32. 642 

174. 738 

26. 854 

1,350.308 

Alaska 

1,000 

66, 460 

5,190 

4,990 

California      _      

$14, 873,  769 
6, 880, 518 

$129, 443 

$1,087,731 

( 'onnpoticnt 

District  of  Columbia 

Florida 

161,716 
107,004 

57, 430 
163, 920 

5, 653, 990 

ITawaii 

10,  559, 545 

7, 052,  571 

51,308 

Idaho 

81, 697 

2,000 
67, 550 
21, 840 
20, 270 
42, 670 
547. 870 
20, 770 
54,900 
780 

rUinois 

$227 

Indiana 

644, 052 

97,  761 
845, 440 

902, 509 

ICpntnokv 

927, 567 
19, 699 

Louisiana 

7,469 

8, 908,  544 
1,048 

Maine       

244,  631 

Mar  viand 

121, 806 

100, 880 

Mirhiffan 

7,094 

215 
619 

5,810 

12, 870 

257, 470 

132, 880 

2,250 

10, 520 

1,000 

300 

4,000 

12, 950 

29, 450 

130,  720 

52, 750 

430 

46, 940 

1,810 

14, 120 

3,067,406 
3,069,402 

Minnesota     -  _ 

Mississinni 

Missouri 

1,461,542 

297, 987 

634 

58, 768 

3,036 

584, 542 
1,266,213 

2, 409, 826 

3, 427, 543 

86,063 

Nebraska 

Nevada 

New  Hampshire 

New  Mexico 

74, 041 

1,076 

586, 163 

-160 

415,039 

148, 597 

1,384,832 

29,499 

773, 146 

97.211 
1,671 

New  York 

338, 345 

Morth  C'lrolina 

602 

Norf.h  Dakota 

550, 429 

1,367,578 
994.677 

Ohio 

Oklahottia 

562. 725 

Oregon 

Pennsylvania 

Rhode  Tsbmd 

1, 101, 070 

52, 678 

7,756 

71,680 
2,760 

29, 990 

57,320 
9,590 

13, 850 

14,260 

260 

151,470 

28, 520 
4,810 

36,420 

South  Dakota 

530, 146 

295,347 

Tpnnpsspp 

557, 658 

100, 528 

-596 

4,565 

Texas 

2,797,258 

1,249,310 
1, 123, 966 

29,  470 

Utah 

29,897 

Vermon  t 

429, 187 

98,490 

415,  739 

23,300 

Washington 

3,131,297 

West  Virginia 

Wisconsin 

13,740 
5,819 

Wvominp' 

30,861 

190,038 

2, 122. 282 
13, 639, 065 

other  Territories, 
etc ' 

Adjustments  or  un- 
distributed to 
States 

8,553 

Total 

10,007,536 

9.244,737 

260,937 

2, 291, 580 

92,108,208 

10,368.984 

842,  769 

Footnotes  at  end  of  table. 
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States,  Territories, 
etc. 


Alabama .-. 

Alaska 

Arizona .-. 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana. 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey.  __ 

New  Mexico 

New  York 

North  C  arolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming.. 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc.? 

Adjustments  or  un- 
distributed to 
States 


Department  of  Defense 


Air 

Force 

National 

Guard 


(92) 


Total. 


53, 452, 518 
1,345,268 
3, 664, 361 
2, 748,  597 
9, 270,  084 
3, 605, 233 
2, 228,  083 
1,690,777 
2, 593,  705 
1,983,705 
4,881,560 
4,310,571 

2,  041, 400 
4,  605,  809 
3, 430, 697 
3, 907, 873 
2, 970,  829 
1,680,061 
2,169,459 
1, 987,  022 
2, 291, 132 
4, 153, 957 
4, 223, 733 

3,  789, 672 
3,  090,  650 
4, 779, 131 
2,  095, 262 
1, 650, 974 
1,289,413 
1,473,604 
4, 940, 273 
1,675,622 
8, 576, 337 
1, 804, 920 
2,114,738 
7, 797, 451 
3, 795,  067 
2,416,686 
6, 748, 752 
1,485,503 
2,  052,  796 
2,013,516 
5, 686, 836 
6, 243, 665 
2, 238,  765 
2, 350, 224 
1,296,927 
3, 473, 400 
2, 758, 841 
4, 344, 565 
1,350,115 
2,264,325 


Army 

National 

Guard 


(93) 


«i'127,693,346 


299,527,810 


$7, 547, 950 
1, 778,  860 
1, 397, 947 

4,  571, 504 
13, 946, 794 

1,573,112 

5,  031,  554 
1, 946, 354 
1,052,222 
4, 376, 991 
4,421,542 
5, 432, 470 
2, 385, 891 
7, 352,  720 
5, 429, 967 
3, 889, 935 

3,  774, 406 
3, 135,  708 

4,  706, 375 
2,427,663 
5, 426, 554 
7,917,645 
7, 521, 435 
5, 885, 396 

5,  588, 300 
5, 823, 723 
1, 897,  017 
2, 234, 362 

796, 636 
1, 199, 174 
9, 642,  009 
2, 576, 491 

15,  086, 474 
5, 232, 169 
1,414,790 
8, 641, 381 
4, 276, 233 
2, 903, 657 

11,772,303 
2, 320, 281 
4, 512, 193 
2, 167, 327 
5,  675,  618 

10,210,642 
2, 530, 300 
2, 213, 334 
6, 246,  583 
4, 403, 534 
1,979,530 
4, 273,  054 
1,208,595 
3, 485, 885 


Civil 
De- 
fense "  58 


(94) 


153,  491, 145 


390, 733, 735 


$115, 927 

42, 236 

137, 439 

142, 774 

297, 262 

81, 735 

67, 948 

50, 195 

73,  705 

253, 183 

101, 866 

54, 079 

75, 153 

165, 720 

134,  084 

115, 753 

114, 476 

126, 487 

-4, 943 

45,  790 

50, 659 

103, 806 

1,393 

176, 552 

1,690 

111,695 

35,  705 

83, 537 

20, 459 

10, 206 

151,048 

115,997 

4,808 

89, 321 

64, 144 

151,301 

171,351 

106,711 

259,  882 

35, 399 

78, 983 

60, 557 

113,481 

232, 239 

747 

33, 180 

60,  702 

83, 132 

18,858 

116, 232 

92, 861 

108, 951 


Funds 
appro- 
priated 
to  the 
President 


Office  of 
Economic 
Oppor- 
tunity 


5, 002, 456 


College 

work 

study  23 


(95) 


$980, 405 

41,818 

233, 999 

562, 148 

4, 302, 698 
486, 692 
611,856 
42, 605 
313, 867 
606, 882 
403, 473 
172,  826 
178,698 
847, 951 
287, 944 
153, 654 
484,  826 
926, 336 
376, 345 
199, 841 
351, 839 

1, 022, 606 

1,017,647 

1,410,108 
929, 272 
763, 213 
397, 360 
536, 495 
64, 230 
70, 668 
457,  019 
238, 266 

1,961,560 
959, 400 
307, 747 
634, 796 
603, 921 

1, 185,  016 
661, 250 
63, 645 
141,971 
239, 274 
992, 399 

1,384,110 
421,316 
76, 767 
402, 866 
388, 328 
298, 157 

1,676,291 

127, 740 

269, 738 

8,482 

6,237 


-9.  715, 100 


General 
Services 
Adminis- 
tration 


National 

historical 

grants 


(96) 


22, 569, 498 


$7, 500 
17,630 


2,721 
11,450 


11,050 

6,700 

18, 300 

"5,"  000 


Department  of  Health, 

Education,  and 

Welfare 


Office  of  Education 


Cooper- 
ative 
research 


(97) 


10,  789 
15,356 


1,690 
10, 500 


4,836 
'21,'256' 


23,098 
3,000 


5,044 
8,285 


184, 199 


$26, 552 
13,311 
42, 978 


1, 656,  060 

153, 424 

83, 242 

38. 563 

108, 309 

256, 188 

165,  774 

6,666 


1,411,765 
282, 459 
238, 631 
111,601 

79, 108 

32,  874 
7,989 

67, 821 
840, 922 
964, 314 
365, 663 

17, 133 
294, 169 


80, 337 
27, 498 
28, 267 
83, 238 
27,  640 
1, 437. 208 

398,616 
23, 924 

650, 612 
41, 036 

623, 222 

1, 420, 320 

58, 846 

965 

4,968 

35, 984 

258, 500 
70, 290 
27, 520 
44, 416 
92, 940 
21,066 

491,858 

6,000 

79, 621 


Defense 
educa- 
tional 
activities ' 

(98) 


1,625 


13,302,033 


$744, 515 

168, 283 

770, 759 

262, 797 

5, 784,  618 

1,248,118 

948, 466 

139, 390 

1, 190, 979 

1,234,629 

1,569,597 

334, 224 

152, 348 

2, 774, 185 

2, 526, 203 

821,367 

1, 286, 562 

829, 128 

760, 594 

331, 130 

761,901 

2, 505,  056 

2, 665, 873 

1,118,843 

245, 907 

1,234,138 

377, 353 

501, 598 

183, 973 

472, 759 

1,383,399 

367, 157 

6, 157, 855 

1, 178, 026 

626, 108 

2, 468,  663 

1,112,495 

1,489,813 

2, 612, 796 

462, 659 

596, 491 

284, 393 

1, 350, 309 

2, 636, 237 

662, 379 

214, 121 

1, 070, 842 

956, 407 

364, 174 

1,286,173 

557, 947 

430, 554 

41, 620 

56, 894 


62,312,805 


Footnotes  at  end  of  table. 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE 
INSTITUTIONS  IN  THE  STATES— Continued 


States,  Territories, 
etc. 


Department  of  Health,  Education,  and  Welfare— Continued 


OfDce  of  Education— Continued 


Educational 
improve- 
ment for 

the  handi- 
capped 26 

(99) 


Equal 
education 
opportuni- 
ties 
program 

(100) 


Foreign 
language 
and  area 

studies 


(101) 


Public  Health  Service 


Accident 
preven- 
tion 22 


(102) 


Air  pol- 
lution 22 


(103) 


Allergy 

and    ■ 

infectious 

disease 

activities 

(104) 


Arthritis 

and 

metabolic 

disease 

activities 

(105) 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

(Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida -- 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or  un- 
distributed to 
States 


$200, 993 


$78, 040 


$2, 435 


$6, 820 


$173, 445 


$571, 549 


147, 882 

47,  783 

661, 665 

217, 998 

90,  000 


42, 150 


Total. 


244, 441 

177, 400 

226, 211 

20, 000 

37, 300 

482, 133 

294,  598 

242,  825 

389,  946 

43, 604 

18,  000 


21, 045 
"232,"796 


1,291 

7,411 

183, 488 

12, 475 

13, 135 

535 

4,408 
37,  589 

1,905 
10, 390 


$389, 861 


1, 216,  538 

170,  527 

4,579 


73, 087 
13, 849 


20, 944 
41,910 
28,  716 


33, 000 


79,  762 

56,  007 

13,  567 

6,415 


89, 653 
32,  070 


171, 287 
7,539 


13, 440 


217, 025 
324,  738 
992, 447 
284, 931 
108,  000 
199, 998 
39,  000 
99, 684 


16, 400 


892 

3,086 

13,  315 

74,  245 

58,  790 

4,366 


22, 679 
49,  962 


40, 000 
30, 839 


13, 358 

7,187 

535 


55, 873 

125, 962 

9,625 

36,  780 

38, 367 


26, 239 
26, 486 
210,  473 
149,  028 
259, 193 
103,  216 


-660 


34,  096 

211,  760 

51,  203 

,  133, 861 

107,  030 

93,  600 

315,  270 

112, 143 

280,  741 

493,  423 

75,  400 

50,  400 

41, 600 

548, 816 

353,  527 

98, 000 

17,  400 

157,  050 

127, 859 

62, 400 

472, 259 

14, 000 

20,  000 


81,  700 
73,  779 


42, 005 


199, 669 

27,  700 


10, 680, 440 


919, 123 


87, 231 


172, 081 
24, 903 


23, 180 

678 

21, 563 

69,  952 

5,905 

1,370 


1,370 
73,  817 
20, 303 


13,314 
29,  213 

1,070 
46, 079 

1,913 
535 


154, 676 


1, 355,  740 


3,233 
19, 336 


442, 061 


28,  728 


13,  528 
210, 610 


15, 105 


3,394 
"-2,"7io" 


3,696 
"78,"2i3 


-139,500 


1, 613, 462 


26,  036 

14,956 

12, 635 

108,  773 


698, 215 
63, 663 


109,  002 


53, 127 
396, 570 


17, 241 


39,  035 

183,  019 

92, 947 


41,  028 

201,451 

35,  536 

53, 253 


73, 841 
-650, 000 


4, 026, 603 


99, 103 

39, 110 

5, 935,  506 

1, 063, 004 

810, 397 

20, 402 

382, 568 

904, 064 

459,  957 

256,  047 

10, 284 

2, 941, 797 

376, 809 

341,  403 

719,  625 

164, 939 

798,  293 

6,552 

1, 427, 036 

3, 153, 881 

832,  924 

1, 144,  993 

195,  085 

610.  388 

220,  797 

92, 948 


59, 037 

769, 927 

65, 359 

5, 819, 204 

766, 594 

11,812 

921, 146 

334, 146 

378, 877 

2, 509,  540 

53, 127 

2,021 

48, 140 

705, 339 

1, 309, 659 

155,  042 

23, 359 

136, 395 

764,517 

163, 697 

1, 318,  663 

18,  928 

208, 097 


2, 286, 883 


-4,310,000 


59, 323 

335, 490 

8, 085, 637 

683, 079 

950, 980 


1, 130, 421 

1, 127, 168 

771,  995 

62, 312 


3, 954, 446 

812, 653 

834, 368 

634,  226 

597, 686 

531, 918 

53, 202 

2, 837, 995 

9, 313, 997 

2,892,411 

2, 675, 245 

227, 613 

1, 730, 042 

14,347 

277, 251 

10,  500 

295, 841 

911, 138 

102,  436 

14,  056, 920 

1, 891,  572 

85,  726 

2, 329,  210 

622, 671 

1, 133, 180 

4,  549,  208 

70, 833 

79,  008 

44,  075 

1, 523, 077 

2, 161, 270 

961,961 

293, 977 

434, 975 

2, 658, 756 

422, 921 

1,  767, 618 


292,  770 


2, 431, 435 
-8, 764, 800 


37, 700, 766 


71, 421, 632 


Footnotes  at  end  of  table. 
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Department  of  Health,  Education,  and  Welfare— Continued 

Public  Health  Service— Continued 

States,  Territories,  etc. 

Child 
health  and 
human 
develop- 
ment 

(106) 

Chronic 

disease 

and  health 

of  the  aged 

(107) 

Communi- 
cable 
disease 
activities  22 

(108) 

Commu- 
nity health 
practice 
and  re- 
search 22 

(109) 

Construc- 
tion of 
health 
research 
facilities 

(110) 

Dental 
services 

and 
resources 

(111) 

Alabama 

$113,988 

$383,  475 

$12,877 

$11,  061 

$107,  608 

Alaska 

Arizona       .             .  .  .. 

4,612 

100. 139 

4, 066, 409 

921,  255 

426,  720 

5,760 

126, 144 

939, 257 

219, 729 

84, 615 

$42, 819 

215,  055 

11,  500 

2, 660,  202 

102, 169 

403, 125 

9,025 

21,  430 

272, 304 

93, 250 

2,216 

6,800 

353, 402 

174, 652 

123, 334 

75,  938 

51,  526 

290,803 

180,000 

Arkansas 

California.    . 

884, 529 

2,164 

85, 240 

168, 173 

4,  708, 880 

717, 088 

1, 841,  628 

178, 472 

Colorado..    _.    ..    ..  ...    .. 

Connecticut        .    _ . 

39,  907 

Delaware 

10, 380 

District  of  Columbia 

348, 322 
85,  754 

223,  275 
10, 454 

7,764 
72, 827 
34, 387 

115,100 

196,  926 

1,301,474 

12,  500 

57, 462 

Florida 

Georgia  „  . 

29, 043 

Hawaii 

Idaho 

Illinois     --           .    -    . 

1, 377,  428 
239, 878 
252, 424 
468,  059 
205, 849 
208, 807 
197,  740 

1,071,991 

2, 945,  775 

656,  601 

512, 124 

29, 119 

499, 968 

16, 932 

438,  770 

55, 726 

57,  300 

122, 358 

194, 308 

3,  709,  638 
835, 637 

283, 972 

234, 340 

30, 993 

103, 903 

8,587 
144,838 

340, 258 

2,  006, 650 

27, 986 

89, 897 

140, 873 

'"""i47,''969" 

22, 428 

277, 531 

4, 370,  Oil 

1,821,129 

267, 135 

161, 085 

Indiana 

68, 966 

Iowa 

55, 807 
9,652 

26, 130 

Kansas 

Kentucky.       .      ...... 

27,  096 

Louisiana 

93, 252 

17, 954 

Maine 

Maryland 

206, 742 
537, 344 
341,  377 
157, 751 

693, 337 

867, 081 

1,411,340 

552,  045 

11, 188 

166,  453 

4,031 

19, 300 

1,233 

13.  206 

264,  090 

29, 230 

856. 730 

798, 669 

49, 650 

Massacliusetts        . . 

28, 206 

139, 890 

Michigan . 

203, 293 

Minnesota 

5,340 

32, 209 

Mississippi                 .  -  - 

Missouri 

154, 738 

25, 802 
-4,  700 

1, 215,  032 

82, 500 

29,  325 

2,831 

130, 504 

Montana 

Nebraska 

27, 604 

62, 941 

Nevada    .  .  ..    .  .           

New  Hampshire 

New  Jersey 

54, 678 

37,  082 

29,  543 

New  Mexico 

New  York ... 

723, 214 
181,  524 

139, 888 
6,050 

4, 334, 722 
150, 107 
149, 268 
415,  204 
650, 170 
191,  328 

2, 423,  348 
356, 129 

128,  664 

North  Carolina  

117, 243 

North  Dakota 

4,766 

Ohio 

1, 251, 900 

241,  591 

158, 956 

2,  091,  088 

368,  701 

13, 182 

6,763 

722, 140 

585, 915 

111,950 

94,  638 

94, 249 
654, 806 

48,  742 
444,  095 

197, 359 
83, 340 
74,  412 

301, 634 

30, 953 
6,372 

292, 231 

115,  091 

170, 730 

678, 137 

158,653 

50,  514 

18,  687 

30,810 

270, 259 

70, 103 

-35, 045 

74, 670 

261, 820 

15,903 

44, 797 

5,350 

344, 804 

81,  519 

Oklahoma 

Oregon 

40, 673 

Pennsylvania 

52,  006 

142,  046 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee  

150, 125 

209, 198 

23, 960 

28,  098 
91,  477 

746, 888 
1,  586,  001 
917, 443 
35,  361 
125,  643 
881, 698 

36, 365 

Texas... 

53,361 

Utah          .  . 

Vermont 

Virginia 

16,  530 
33, 461 
10,  520 
27, 835 

30, 078 

Washington ._ 

251,  595 

7,252 

209, 254 

26, 985 

West  Virginia  .         .... 

19, 674 

Wisconsin 

476,  587 

25, 971 

Wvomine 

Puerto  Rico 

21, 181 

6,341 

66,263 

Vlreln  Islands 

Other  Terrltorle"!  etc  ' 

710,392 
-3,  097, 600 

4,449 
-899, 100 

13,  000 
-197,200 

61,  550 
-1,373,900 

Adjustments  or  undistributed 
to  States  " 

-81, 100 

Total      -               ... 

25, 606,  568 

5, 794, 799 

1, 239,  503 

11, 822,  705 

33, 062, 933 

2, 014, 734 

Footnotes  at  end  of  table. 


TABLES 


745 


Table  84. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE 
INSTITUTIONS  IN  THE  STATES— Continued 


States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

C  onnecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massacliusetts 

Micliigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah. 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or  un- 
distributed to 
States  61 


Department  of  Health,  Education,  and  Welfare — Continued 


Public  Health  Service— Continued 


Environ- 
mental 

engineer- 
ing and 

sanitation 


(112) 


Total - 


$100, 367 
""94^67i 


439,  555 
21,  725 


152, 732 
47, 979 
90, 351 

154, 437 


Environ- 
mental 
healtli 
sciences 


(113) 


$44, 638 
'436,'780" 


201, 492 
79, 026 

141, 397 
38,  550 


44, 106 


332,  979 
97, 636 
93, 048 
9,812 
80,  487 
15, 668 
11, 881 


7,158 
22, 954 

8,599 
254, 653 
107, 323 


114, 973 

2,793 

246, 905 

224, 620 


11, 004 
249, 644 


General 
research 

and 
services 


(114) 


$1, 227, 898 
285, 773 
309, 012 
726, 095 

16,  612,  470 


61, 445 
25, 744 


16, 120 
'37,"  577' 


93,  420 
351,961 
124,  713 
23, 849 
15,  750 
86, 851 


217, 533 


532, 677 
265, 218 


16, 860 
27, 674 
39, 762 
78, 700 


5,868 

123, 735 

23, 290 

195, 546 


16,958 


317, 550 
-496, 700 


3,  587, 120 


82, 861 

67, 102 
238, 656 

'""9,'078 
2,291 


6,256 
78, 899 


1, 691,  389 

3, 285,  007 

36, 945 

954, 262 
1, 674, 266 
2, 243, 274 

486, 810 
22, 052 
7, 888, 948 
2, 274, 280 
1, 733, 995 
1,131,296 

571, 629 
2, 840, 930 

106,  595 
5, 976,  405 
8, 971, 985 
4, 126, 821 
2, 093,  421 

423, 344 

2,  335, 964 

98,  414 

157, 821 


General 

research 

support 

grants 


(115) 


Hospital 
and  medi- 
cal facilities 
research 
and  Na- 
tional Li- 
brary of 
Medicine  -^ 

(116) 


$117, 424 


68,  447 

2, 103, 714 

288,  560 

200, 318 


499, 796 
257,  621 
220, 566 


5,904 
43, 876 
84, 492 


46, 900 


-387, 100 


2, 873, 629 


895, 658 

1,818,317 

25, 997 

16, 757, 187 

3, 939, 892 

93, 310 

4, 986, 900 

1, 154, 608 

2,  861,  099 

7, 657, 356 

542, 738 

72, 584 

42,  606 

2, 330, 605 

4, 082,  595 

961,910 

355, 006 

644, 053 

4, 068, 763 

123, 440 

3, 993,  559 

44, 785 

224, 684 


1, 256, 149 
229,  493 
171,952 
119,832 
197,011 
255, 059 
68, 645 
333, 779 

1, 601,  087 

555,  576 

418,  580 

72, 747 

381, 601 


-$9, 271 


Hospital 
construc- 
tion 
activities 


(117) 


$50, 064 


63  2, 065 


111,778 


83, 117 

213,  534 

37, 137 

3, 049, 107 

327,  000 

29, 704 

576, 612 

254, 133 

85,817 

1,  476, 154 


2, 666, 690 
-12.855,800 


117, 775, 643 


42,  573 

27, 399 

281,  563 

693, 269 

93, 930 

57, 147 

161, 868 

187, 292 

69, 639 

290,  507 


63  2, 118 
"is,"  879" 


62  4, 636 
62  13, 420 


63  369 


63  3, 164 


62  27  212 
62  24i  000 


62  35, 148 


62  11, 862 
61  -20, 288 


315, 316 

258, 361 

8,685 

46, 115 


188, 292 


73, 056 


National 

Cancer 

Institute 


(118) 


$172, 546 


80, 774 

58,  640 

6, 527, 240 

422, 461 

1, 365,  568 

45, 406 

394, 578 

852, 044 

318,  465 


152, 252 

12, 182 

138, 096 


83,  760 
14, 259 
19, 655 
85, 929 
146, 853 
108, 941 


85, 349 


60,  674 


192, 183 
24,  526 


161, 847 


70, 680 
19,  014 


171, 881 


-1,636,100 


16, 103,  018 


62  2, 301 


63-3,600 


112,015 


77, 764 


23,  500 
37, 950 
54, 765 


5,563 
2, 938, 165 
510,915 
139, 013 
175, 058 
238, 478 

923. 215 

590. 216 
1, 301, 042 
5,  552, 809 
1,  509, 125 

917,  537 

81, 343 

1,  037, 526 

41,  477 

148, 092 


215, 529 

653, 904 

124, 739 

13,118,646 

831, 309 

16,  576 

1, 100, 014 

351, 945 

1, 025, 985 

4, 581, 339 

442, 835 

48, 495 

5,000 

691, 645 

4, 706, 128 

385, 819 

125, 938 

132, 861 

789,  444 

90, 378 

4,  661, 894 


-179,000 


2, 331, 068 


124, 684 


1, 567, 316 
-7,231,000 


53, 908, 719 


Footnotes  at  end  of  table. 
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PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE 
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States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina _ 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc' 

Adjustments  or  un- 
distributed to 
States  «i 


Total. 


Department  of  Health,  Education,  and  Welfare — Continued 


Public  Health  Service— Continued 


National 

Heart 
Institute 


(119) 


$724, 626 


9,000 

245, 982 

8,601,311 

821, 643 

884, 147 


1,  596, 904 

1,  003, 416 

2, 337, 623 

102, 668 


4, 465,  744 

1, 633, 365 

491,037 

213, 269 

626, 897 

1, 852, 426 

112,878 

2, 235, 178 

7, 770, 862 

2,  053, 674 

3, 999, 949 

613, 920 

1, 472,  557 

63, 026 

362, 141 


233, 283 

747, 637 

243, 499 

10, 030, 832 

2, 575,  556 

60, 025 

3, 522, 338 

1, 608, 244 

1,275,139 

6, 934, 155 

49, 068 

401,  749 

67, 328 

1, 727, 891 

3, 592, 477 

502, 570 

315,467 

1, 100, 706 

3,  005, 620 

246, 516 

1, 916, 967 


156, 451 


2, 180, 290 
-9,276,800 


77,511,851 


National 

Institute 

of  Dental 

Research  22 

(120) 


$413,218 
""'62,' 446 


699, 434 
43, 320 
23, 077 


99, 508 
156, 473 
158,  028 


1, 043, 490 

302,211 

134, 605 

20, 951 

23, 791 

23, 384 


298, 836 

1, 289, 183 

565, 820 

279, 399 


248, 027 
"42,' 035 


39, 452 

14, 424 

1,924,162 

235, 509 

-618 

228, 934 

8,716 

272, 045 

1, 419, 498 

27, 949 

8,122 

12, 757 

129, 641 

340, 405 

33, 366 


107,  092 

348, 426 

2,842 

243, 039 


17.040 


245, 645 
-979, 500 


10, 606, 182 


National 

Institute 

of  Mental 

Health 

(121) 


$474, 664 

25,000 

258, 180 

497, 851 

15, 475, 008 

1,  877,  713 
3,401,547 

159, 893 

2, 632, 466 

1, 370, 476 

910, 736 

421,  751 

261, 998 

6, 855, 684 

1, 637,  793 

857,  581 

1, 757,  079 

1,229,784 

1,158,417 

227, 768 

4, 177, 067 

10,611,316 

5, 063, 232 

2,  574, 391 
474,916 

2,871,912 
280, 206 
908, 742 
113,830 
154, 178 

2, 158,  066 

462, 316 

20, 937, 205 

3,  076, 071 
156,414 

2, 957, 124 
994, 833 
1, 423, 876 
6, 390, 207 
852, 770 
284, 278 
244,216 

1,  527, 688 

2,  397, 842 
852,  581 
439, 220 
630, 472 

1,948,605 
410,  761 

1, 832, 165 
197, 643 
493, 981 


1, 161, 742 
-5, 990,  000 


114,561,255 


Neurology 

and 
blindness 
activities 

(122) 


$156, 602 


175, 242 
182,  596 

6,287,161 

307, 375 

780,  532 

6,966 

496,  091 

1,420,409 

550, 870 

66, 105 


3,191,297 

513, 683 

933, 656 

380,  041 

282, 458 

1, 430, 368 

364 

2, 899, 636 

5,  557, 388 

2,  050,  563 

2,611,327 

176, 612 

1, 842, 673 

19, 159 

63, 324 


197,  090 

484, 161 

93, 425 

12,114,439 

805,  570 


1, 579, 457 
351, 027 

1, 536, 759 

3, 516, 181 
437, 808 
144, 251 
7,128 
775, 118 
791,  080 
598, 364 
163, 357 
496, 107 

1, 180, 187 
177, 923 

1, 113, 725 


231,284 


1,643,898 
-6, 720, 400 


54, 100, 437 


Nursing 
services 

and 
resources 

(123) 


$199, 677 


28, 400 

32, 398 

897,  509 

507, 938 

270,  573 


351, 224 

111,  102 

216, 531 

5,486 


223, 405 

281,901 

77, 923 

39, 444 

44, 308 

42,  721 

7,750 

282,  075 

841,211 

463, 371 

285, 860 

29,654 

339, 450 

86, 745 

34,  500 

2,286 

29,  720 

37, 260 

3,000 

1, 325, 185 

286, 100 

2, 250 

652, 538 

18,812 

137,280 

993. 927 
7,110 

85, 225 
21,259 
41,668 

202, 355 
58, 661 
16,  532 
10, 260 

330, 666 
27,  770 

181. 928 


78, 130 


-1, 096, 300 


9, 154, 778 


Occupa- 
tional 
health 


(124) 


$83, 121 
36, 072 
48, 241 


5,497 
14, 773 
47, 230 


33,048 
17, 238 


18, 846 


35, 850 

147, 336 

71,614 

43, 631 


308, 805 
13, 800 


150, 717 
28, 232 
33, 414 

190, 808 


20, 784 
112, 173 


78, 678 
'i08,'667' 


37,440 


-244, 000 


1, 442, 015 


Radio- 
logical 
health 


(125) 


$37, 681 


124, 389 

154, 804 

170, 690 

49,  572 


39, 326 
324, 120 
273, 345 


40,067 
222, 330 
191,  748 

34,  517 

23, 948 
3,420 

27,  729 

21,812 
216, 828 
263, 944 
296, 940 

85, 637 
6,460 

64, 523 


70, 223 

6,515 

624, 409 

68, 761 

20, 217 
137, 166 
125, 883 

45, 037 
371, 766 

12,313 


81, 371 

116, 555 

44, 333 


6,032 
142, 013 


124, 136 
-431, 000 


4, 239, 560 


Footnotes  at  end  of  table. 
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Department  of  Health,  Education,  and  Welfare — Continued 

Public 
Health 
Service- 
Con. 

Vocational  Rehabili- 
tation Administration 

Welfare  Administration 

States,  Territories, 
etc. 

Water 

supply  and 

pollution 

control 

(126) 

Grants  for 

special 

projects  22 

(127) 

Training 

and 
trainee- 
ships  22 

(128) 

Bureau 

of  Family 

Services 

Children's  Bureau 

Aid  for 
repatri- 
ated U.S. 
nationals 

(129) 

Child 
welfare 
research 

and 
demon- 
stration 
grants  22 

(130) 

Child 

welfare 

training 

grants 

(131) 

Maternal 

and  child 

health 

services 

(132) 

Alabama 

$38,  468 
34, 331 
34, 162 
35, 413 
746, 912 
149,  560 
15, 424 

$211,654 
115, 457 
129, 188 

20, 288 

1,  768, 198 

212,  608 

418, 105 

44, 100 
867,  788 
229,  730 
262, 152 

$119,  459 

-$3,  500 

Alaska  - 

Arizona 

203,820 

36, 907 

1, 926,  595 

411,310 

132, 851 

$34, 105 

Arkansas 

California 

$8, 277 

328, 253 
72, 185 
72,  762 
38,  730 

669,  660 

379,  563 
93,631 
65,  565 

$316, 642 

Colorado 

Connecticut 

Delaware 

5,614 

District  of  Columbia. 
Florida 

109, 661 

360, 331 

67, 586 

38, 883 

5,600 

291, 024 

31,  292 

153, 203 

91, 097 

75, 192 

36, 480 

66,  515 

81, 124 

434, 456 

657, 354 

126, 742 

664, 987 

360,  573 

242,  696 

52, 846 

233, 139 

14,  568 

543 

184,  020 

58,  301 

106, 118 

24,  647 

19, 154 

Georgia 

24, 474 

24, 810 

Hawaii - 

Idaho 

84,  562 

904, 330 

47, 800 

49, 218 

273,  748 

153,  067 

119,918 

116,511 

165,  469 

638,  471 

388,  771 

1, 154, 258 

-81 

384.  252 

49,  258 

61,  435 

-1,921 

71,  700 

207,  498 

28,  425 

4,  645,  440 

253, 357 

43,  555 

1,  625,  570 

27, 981 

179, 683 

871, 946 

51, 450 

41, 109 

-729 

513, 110 

811,134 

91,  502 

82,  766 

72, 538 

532, 957 

4,497 

604,369 

Illinois  . 

1, 253,  535 
249, 542 
230,  575 
234,  263 
148,  940 
233,  663 

4,077 

590, 871 

232,  972 
61, 176 
58,  925 
55,  285 
84,  594 

135,  465 

Indiana 

Iowa 

_-- 

109, 601 

6,425 

Kansas 

K'entiirkv 

157 
140 

146, 310 

Louisiana 

47, 914 

Maine. 

Maryland 

131,924 

1,  240,  111 

913, 112 

518,  543 

5,488 

432,  057 

15,  648 

140, 116 

913 

71, 376 
381,916 
192,  541 

87, 144 

218, 209 

Massachusetts 

90. 289 

33. 290 

397, 800 

Michigan...  

502 

115, 120 

Minnesota 

68, 315 

Mississippi 

198 

Missouri 

169, 312 

81,  778 

3,633 

202, 778 

Montana 



Nebraska 

62, 157 

Nevada 

New  Hampshire 

New  Jersey  . 

15,  282 

80, 130 

58, 148 

464, 188 

138, 877 

23,  069 

150,  239 

160,  536 

380,  990 

148, 340 

34, 243 

155, 605 

19, 037 

53, 115 

244, 036 

92,  715 

6,553 

190,  486 

24,  813 

4,  291. 165 

374, 243 

28,  234 

611,593 

296.362 

270, 086 

1, 203, 023 

1,942 

106, 455 

New  Mexico 

New  York 

44, 309 
74 

998,  596 

516, 360 
53, 933 

388,  944 

North  Carolina 

67,  626 

North  Dakota 

Ohio 

39,  046 

170,823 
64, 853 
41, 438 

218,  659 

29, 370 

Oklahoma 

Oregon 

1,117 
3,206 

25, 655 
79,  777 
46, 800 

Pennsylvania 

Rhode  Island 

184, 343 

South  Carolina 

13,  761 
800 
309, 852 
444, 196 
168, 689 
-9, 494 
353, 388 
170, 483 
150, 373 
721, 973 

South  Dakota 

Tennessee..  

68, 466 
-2, 856 

108,  686 
152, 388 
67,  605 
4,376 
52, 890 
40, 819 
37,  470 
97,  573 

55, 095 

Texas 

10, 175 
358 

105, 185 

Utah 

20, 493 

Vermont  . 

Virginia 

59, 091 
253, 048 

63, 110 
298,  520 

535 
1,294 

Washington 

36, 979 

West  Virginia 

Wisconsin 

109, 197 

Wyoming 

34,667 

Puerto  Rico 

31, 680 

14, 980 

246,  798 

20, 000 

79, 112 

Virgin  Islands 

Other  Territories, 
etc' 

68,620 
—759. 600 

Adjustments  or  un- 
distributed to 
States  " 

-.■i_  169  436 

-3, 168, 364 

-1,580,000 

-2, 546, 000 

-1,054,000 

'              -- 

Total 

6,136,872 

14, 605, 416 

16, 598,  574 

345, 524 

1,957,606 

1,839,719 

1, 088, 705 

Footnotes  at  end  of  table. 
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Department  of  Health,  Education,  and  Welfare— Continued 

Depart- 
ment  of 
Labor 

Welfare  Administration— Continued 

States,  Territories, 
etc. 

Children's 

Bureau- 

-Continued 

Coopera- 
tive 
research 

(136) 

Office   of 
Juvenile 
Delin- 
quency 
and  Youth 
Develop- 
ment 

(137) 

Refugees 
in  the 
United 
States, 
aid  to 

(138) 

Area 

Research 

projects, 

all  Bureau 

services 

(133) 

Services 

for 
crippled 
children 

(134) 

Special 

projects, 

grants  for 

maternity 

and  infant 

care 

(135) 

Redevel- 
opment 

Act's 

(139) 

Alabama ._  _  _ 

$29,  438 

$1,  372 

$35,  462 
113, 331 
-3,  899 
142, 868 
195, 904 
5,626 
43, 412 

Alaska 

Arizona  . 

$32,  900 

112,985 

12, 252 

$116,  935 

Arkansas       . . 

California ... 

$687,  284 
24,  578 
31,  834 

410.  570 
39,  429 

$123,  962 

743, 228 

37,  568 

693,  535 

437,  377 
33,  636 
69,  690 

Colorado 

Connecticut 

Delaware..       .  _. 

20,  733 
189,  716 
112,  528 

District  of  Columbia 

49,  275 
79, 182 
96,  686 

252,  610 
57,  609 

1,  089,  900 
32,  842 

26,  818 

23,  941,  352 

10, 189 

Florida.. 

110,  646 
197,  727 

1  925 

Georgia 

24, 307 
86,  729 
30, 485 

Hawaii 

50,  216 

Idaho 

Illinois 

258,  682 

149,  301 

920,  670 

330, 468 

249,  819 

399,  710 
147,  022 

53,  012 

113,993 

828 

96,  649 

45, 181 

Indiana...  .. 

-9,  205 

Iowa. 

56, 125 

60,  742 

9,649 

45  809 

Kansas     ...  .  . 

21,  743 

99,  551 

1,875 

Kentucky.    ..... 

32,  779 

178,  729 

Louisiana 

259, 105 

11,416 

23  330 

Maine.        .  . 

213,  794 

Maryland 

Massachusetts 

592,  852 

589,  436 

372,  240 

16,  835 

296, 989 

375,  251 

37,  960 

16,  066 

165, 156 

31,  656 
496.  342 
140,  750 
236,  043 

12,  589 

40,  671 

86,  084 

3,939 

340 

18,  502 

124,  432 

2,500 

12,064 

248 

978,  728 

2,236 

920, 349 

4,237 

30 

6,086 

12,  544 

168,  733 

77,  821 

54, 436 
307,  576 

Michigan.   ..  ..     ... 

746 

252, 442 
48,  981 

934,  647 

Minnesota.  

45,  239 

Mississippi      . 

11,633 
190, 803 

5,025 

Missouri 

100,811 

361,  972 

36,  943 

Montana......    

45, 447 

Nebraska..  ..... 

122,  018 

Nevada    . 

55,  775 

5,217 

New  Hampshire 

41,870 
214,  901 

New  Jersey - 

75,  398 

231, 470 

373,  919 

New  Mexico  ..    . 

177,  103 

New  York _. 

632,  969 
165,  773 

281, 336 

815,  839 

428, 980 

2,  720,  265 
51,  248 

117,423 

North  Carolina 

289,  405 

North  Dakota       

21,  383 

289,  014 

52, 235 

Ohio 

28,  231 

126,  937 

1,  047,  301 

589,  890 

Oklahoma...    ..  ..  . 

37,  532 

Oregon    

32,  453 

222,  752 

30,  331 

245,  696 

50,  000 
302,  609 

393,  587 

51,418 

236,  746 

32,  743 

Pennsylvania 

Rhode  Island 

8,379 

700,  602 
271,  496 

South  Carolina 

4,400 

South  Dakota 

75,  983 

Tennessee 

114,810 
40,  610 

2,227 

30,  200 

50 

394,  626 

Texas -- 

230, 166 
61,916 

252, 180 

Utah 

12, 110 

Vermont 

53,  702 

Virginia    ..  ..  . 

6,347 
29,  324 

8,956 

3,525 

Washington 

39, 446 

41,  959 

-423 

275,  000 

74,  032 

217,  751 

West  Virginia 

76, 447 

24, 192 

Wisconsin.    ..  . 

66, 167 

4,109 

329,  292 

Wyoming    . 

13,  538 

Puerto  Rico    . 

284,  690 

614, 808 

59, 198 

75,  891 

Virgin  Islands 

Other  Territories, 

etc  ^ 

Adjustments  or  un- 
distributed to 

States  8' 

-2,  633,  500 

-966,  000 

-1,023,100 

-755,  400 

Total 

1, 861, 134 

1,  451,  622 

4, 132,  545 

1, 302, 330 

9,  044,  727 

27, 849, 323 

6,  709,  731 

Footnotes  at  end  of  table. 
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Table  84. — Federal  grants  in  aid  to  State  and  local  governments  and  to  individuals 
and  private  institutions  tvithin  the  States,  fiscal  year  1965 — Continued 

PART  B.  FEDERAL  AID  PAYMENTS  TO  INDIVIDUALS  AND  PRIVATE 
INSTITUTIONS  IN  THE  STATES— Continued 


States,  Territories, 
etc. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia- 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota - 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia. 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Virgin  Islands 

Other  Territories, 

etc. ' 

Adjustments  or  un- 
distributed to 
States 


Total. 


Department  of 
Labor— continued 


Man- 
power de- 
velop- 
ment and 
training 
activi- 
ties 99 


(140) 


660, 043 
417,444 

540,  942 
967, 112 
986,  504 
100,  731 
135, 638 
701, 146 
925,  426 
034, 303 
707, 952 
342, 125 
533, 008 
238,  483 
560,  001 
100,  763 
713,  857 
807,  070 
160.  720 
763,  307 
347, 394 

541,  525 
768, 216 
274,  721 
528,  577 

,  515,  950 

955,  243 
,  268,  515 
,  530,  052 
,  231, 104 
,  293,  601 

806,  553 
,  606,  724 
, 968, 290 

940,  498 
, 698, 163 
,  699,  536 
,  436,  092 
,  603,  621 

910,  663 
,898,116 

573,  539 
,  207,  688 
,  849, 931 

952, 381 

872, 214 
,  844,  276 
,  625, 660 
,  155, 634 
,  271,  753 

396,  936 

,  376,  878 

98,  691 

117, 154 


177,  562, 464 


Unem- 
ployment 
compen- 
sation for 
Federal 
employees 
and  ex- 
service- 
men 

(141) 


$1,  634, 100 
1,  044, 393 
1,  773, 136 

865,  775 

28, 888,  653 

1, 120,  224 

659,  314 

180,  843 
2,611,034 
1,  623,  458 
1,  516,  898 
1,  162, 142 

875,  959 
3,  068,  662 

1,  015,  008 
456,  251 
992, 868 

2,  230,  591 

1,  304,  012 
409, 131 

1, 150,  522 
5,  213, 008 

2,  259, 882 

2,  390,  743 
616, 679 

1, 947,  638 

823, 489 

465,  513 

373, 105 

628,  902 

3, 126,  068 

1, 238,  796 

7,  741, 393 

1,  575,  549 

590, 148 

3,  572,  057 
1, 466,  010 

1,  696, 143 
7, 460,  723 

498, 194 
851,  923 
437,  222 

2,  729,  000 

5.  497,  815 
1,  368, 920 

214,  987 
1,  314, 638 

6,  258,  000 
1,  566,  718 
1, 847,  315 

307, 358 

1,  718,  576 

18, 200 


122, 397, 686 


National 
Science 
Founda- 
tion 


Research 
grants 
and  fel- 
lowship 
awards 


(142) 


$975,  914 

1,  112,  234 
3, 389,  043 

802,  962 

35,  423, 885 

6, 139, 177 

4,  589,  669 
666,  385 

7,  587, 371 

5,  789,  692 

2,  364, 220 

1,  947,  009 
454, 941 

16,  655,  249 
7,  350, 893 
4, 020,  417 

2,  633,  856 
1,151,614 

2,  542,  460 
753,  845 

4,  987, 442 
26, 067,  255 

9,  422,  787 

5,  581,  912 
972, 065 

4,678,511 
737,  731 
717,  598 
479,  778 

1,  744,  201 
8, 166,  201 
2, 339,  546 

28,  507, 332 

5,  997,  537 

998,  001 

7, 191,  969 

3,  970,  699 
4, 440,  381 

13,  760,  019 

2,  840,  937 
917, 148 
929,  739 

2, 132,  986 
7,  001,  961 
1, 872,  572 

459, 477 
2, 697, 414 
4, 818,  603 

647. 135 
5,  966, 150 

227,  069 

666,  589 
8,000 

20, 395 


268, 317, 976 


Veterans'  Admini- 
stration " 


Automo- 
biles, 
etc..  for 
disabled 
veterans 


(143) 


$17,  600 
1,600 
11, 077 
28,  800 
67,  777 
16, 000 
16.  000 
3,200 
31,  735 
92,  783 
16, 000 


70, 195 
15,  945 
12,  800 

4,800 
17,  600 
12, 800 

3,200 

11,  200 
52,  700 
54, 400 
26,  933 

12,  795 
30, 195 


11,  095 
4,800 

12,  710 
30, 390 
20,  710 

102,  400 
14,  400 


46, 145 

9,595 

11,  200 

63, 835 

3,200 

3,200 


12.  797 

50, 112 

1,600 

1,600 

25,  585 

22, 400 

23,  295 

33, 600 

3,200 

8,000 


1, 144, 004 


Readjust- 
ment 
benefits 
and  vo- 
cational 
rehabili- 
tation 


(144) 


$1, 048,  647 

17, 438 

781, 339 

684,  722 

5,  589,  012 

893, 185 

447,  056 

79,  770 

691,  817 

2, 588,  794 

1, 284, 969 
108, 191 
162,  634 

1, 469, 712 
852,  976 
601.  267 
579,  426 
670,  048 
841,  949 
196, 126 
673,  905 

1,  367, 100 
1, 352,  290 

932, 867 
632, 175 
1, 159,  292 
145,  808 
447, 223 
47,  275 
211,  097 
893,  720 
377,  568 

2,  954, 902 
1, 121,  763 

131,  280 
1,  681, 834 
934,  263 
501,  810 
2. 593, 958 
168. 155 
635,  826 
134,  333 
992.  360 

3,  530,  684 
457,  762 
133,  219 
882, 971 

1,  021, 197 

437,  511 

728,  054 

90, 482 

412,  504 


807,  517 


48, 181,  783 


Total  pay- 
ments with- 
in States 
(Part  B) 


(145) 


$58, 109,  087 

7, 663,  662 

23, 391, 161 

30, 978,  269 

253. 228,  969 

85,  908, 414 

34, 105, 300 

7,  986, 125 

31,  622, 831 

77. 106,  545 
75, 377, 190 
26,  597, 124 
35, 202, 818 

215,  270, 172 
120,  599,  697 
230,  232, 585 
216, 381, 384 

64. 107,  659 
47, 189,  463 
11, 826, 266 
50,  016, 160 

126,  960, 174 

117,  478, 300 

160,  569, 061 
40,  933,  912 

147, 264,  702 
55,  733,  830 

178, 327, 621 

6, 135, 132 

10. 195,  920 

47,  630,  686 

32,113,086 

241, 188,  224 
78,  499,  634 

116,320,631 

129. 339, 803 
98,  687, 139 
61,  664, 831 

128, 809,  620 
13,117,487 
39,  170,  627 
75, 887,  601 
73, 238,  257 

251, 135, 881 
25,  253,  847 
10, 359, 340 
37, 430,  063 
77, 987, 988 
17,  007,  581 
95,  563, 889 
14,  504,  519 

32,  862,  394 
202,  999 

16, 604,  699 


184,  940,  933 


4,  436,  000, 872 


Grand  total 

(Parts  A 
and  B) 


(146) 


$312, 
106, 
148, 
184, 
1, 332, 
236, 
170, 

39, 
133, 
326, 
343, 

73, 
101, 
707, 
302, 
361, 
340, 
279, 
371, 

70, 
196, 
409, 
472, 
385, 
208, 
431, 
142, 
255, 

61, 

44, 
272, 
141, 
1, 027, 
297, 
175, 
667, 
321, 
226, 
633, 

78, 
146, 
148, 
321, 
792, 
129, 

51, 
307, 
280, 
177, 
241, 

89, 
181, 

13, 


414 

296, 
395, 
670, 
894, 
061 
794, 
581 
399 
762, 
806 
623 
223, 
832 
871 
516 
774, 
484 
027, 
257, 
946, 
847, 
307, 
854, 
567, 
650, 
386, 
008, 
953, 
996, 
896, 
714 
470, 
231 
324, 
300, 
373, 
348, 
191 
515, 
777, 
462, 
824 
069, 
248, 
813, 
635, 
993 
666, 
958 
287, 
649, 
268 


,879 
,177 
,464 
,980 
,955 
,809 
,020 
,266 
,812 
,256 
,136 
,936 
:,845 
,447 
,356 
,476 
,404 
,322 
,626 
,120 
,983 
,087 
,662 
,378 
,990 
,832 
1,183 
,636 
,816 
1,034 
1,912 
,739 
1,961 
,838 
,153 
1,681 
,389 
,352 
,251 
,339 
,274 
,189 
,019 
i,352 
,460 
,849 
,451 
,906 
,706 
,276 
,641 
,155 
,877 


32,  780,  698 


131, 110,  676 


15,339,911,818 


Footnotes  on  pages  750-1. 
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Footnotes  to  table  84 

1  Includes:  $1,057,474  Commodity  Credit  Corp.;  $295,692,  Agriculture  Research  Service;  $13,400,  Economic 
Research  Service;  and  $125,000,  Forest  Service. 

2  Cost  of  food  commodities  acquired  through  price  support  operations. 

3  Consists  of:  $1 ,543 ,784  Cooperative  extension  work ,  payments  and  expenses ,  Extension  Service;  $1 ,500,000 
pajTiients  to  States  and  possessions.  Agricultural  Consiuner  and  Marketing  Service. 

*  Formerly  reported  as  agricultural  experiment  stations.  Includes  $102,409  paid  to  State  institutions 
other  than  land-grant  colleges  and  universities. 

«  Federal  share  of  the  value  of  food  stamps  issued  ($31,339,792)  and  Federal  payment  to  State  agencies  for 
certification  assistance  ($422,165). 

«  Consists  of:  $14,363,592,  forest  protection  and  utilization.  Forest  Service  and  $920,229,  assistance  to  States 
for  tree  planting.  Forest  Service. 

'  Includes:  Guam,  American  Samoa,  Trust  Territory  of  the  Pacific,  and  certain  foreign  countries. 

'  Represents  adjustment  to  a  checks-issued  basis. 

•  Consists  of:  $3,191,500,  penalty  mail  costs  for  State  extension  directors  and  cooperative  extension  agents; 
$7,352,606  retirement  costs  of  cooperative  extension  agents;  $21,749  reimbursement  for  benefits  paid  from  the 
employees'  compensation  fund;  and  —$13,691  undistributed  to  States. 

10  Consists  of:  $232,500,  penalty  mail  costs  of  State  experiment  station  directors  and  $45,865,  undistributed 
to  States. 

"  Consists  of:  $32,837,416,  payments  to  States,  National  forests  fmid;  $137,763,  payment  to  Minnesota 
(Cook,  Lake,  and  St.  Louis  counties)  National  forests  fund;  and  $108,205,  payments  to  school  fmids,  Arizona 
($107,851)  and  New  Mexico  ($354). 

12  Includes  $5,309,478  paid  directly  to  participating  private  schools.  In  addition  the  program  receives 
some  of  the  commodities  distriljuted  or  donated  under  columns  1  and  10  of  this  table. 

13  Cash  payments  to  increase  consumption  of  fluid  milk  by  children  in  nonprofit  schools.  Net  of  refunds 
of  $234,987  received  from  States.    Includes  $7,680,986  paid  directly  to  private  schools  and  other  outlets. 

H  Soil  Conservation  Service,  consists  of  $44,913,392,  watershed  protection;  $13,363,104,  flood  prevention; 
and  $164,456  resource  conservation  and  development.  (Total  represents  grants-in-kind  of  $27,093,242  and 
contributions  of  $31,347,710.) 

15  Includes  $588,076  for  improvement  of  the  Pentagon  road  network. 

19  $17,273,374  flood  ri'lief  and  $43,S86  bridges  over  Federal  dams. 

I' $27,093,242  grants-in-kind  and  $31,347,710  contributions. 

18  Consists  of:  $31,726,228  forest  highways,  $6,339,240  public  lands  highways,  $128,147  highway  beautLflca- 
tion  and  control  of  outdoor  advertising,  and  $2,330  Appalachian  development  highway  system. 

19  Consists  of:  $61,000,592  grants  in  aid  for  airports  and  $9,597,494  grants  in  aid  for  airports,  liquidation  of 
contract  authority. 

20  Consists  of:  $188,624,048,  disbursed  by  the  Department  of  Agriculture  and  the  Housing  and  Home  Fi- 
nance Agency;  $3,291  569  by  Bureau  of  Public  Roads,  Department  of  Conmierce;  $92,696,541,  by  the  Depart- 
ment of  Health,  Education,  and  Welfare;  and  $3,773,339  by  the  Department  of  Interior. 

21  Consists  of:  $42,811,858  disaster  relief  and  $638,907  State  and  local  preparedness. 

22  Credit  amounts  (— )  other  than  "Adjustments  or  undistributed  to  States"  are  refunds  of  advances 
from  prior  years. 

23  Administered  by  the  Department  of  Health,  Education,  and  Welfare. 

24  Administered  by  the  Department  of  Labor. 

25  Program  beginnmg  fiscal  1965  applies  to  all  categories  of  children  who,  by  reason  of  health  impairments, 
require  special  education  including  the  mentally  retarded,  deaf,  speech  impaired,  emotionally  disturbed, 
and  otherwise  health  impaired. 

28  Consists  of:  $3,366,394,  cancer;  $6,276,529  heart;  and  $22,444,173  other  diseases.  $20,254  represents  grants- 
in-kind  (supplies  and  services). 

2'  Includes  $918,159  grants-in-kind  (supplies  and  services). 

28  Includes  $1,194,460  hospital  and  medical  care  and  $29,289  grants-in-kind  (supplies  and  services). 

2«  Includes  $32,103,  construction  of  Indian  health  facilities;  $1,249,375  construction  of  health  research 
faciUties,  NIH;  $192,486,315,  hospital  construction  activities;  $50,000  construction  mental  health  activities, 
Alaska;  $767,798  George  Washington  University  Hospital  construction  in  the  District  of  Columbia;  and 
$680,802  cancer  research  facilities  construction,  NIH. 

30  Includes  $281,543  grants-iu-kind  (supplies  and  services). 

31  Includes  $3,202,158  grants-in-kind  (supplies  and  services). 

32  Consists  of  amounts  paid  to  following  Interstate  agencies:  Interstate  Sanitation  Commission  $69,323; 
Interstate  Commission  on  the  Potomac  River  Basin  $24,917;  Ohio  River  Valley  Sanitation  Commission 
$100,654;  New  England  Interstate  Water  Pollution  Control  Commission  $16,613;  Delaware  River  Basin 
Commission  $45,452;  and  Klamath  River  Compact  $3,989. 

33  Consists  of:  $280,589,473  urban  renewal  and  $11,064,298  urban  mass  transportation. 

34  Consists  of:  $8,685,337  education  and  welfare  services,  $769,796  resources  management,  and  $88,000 
Menominee  educational  grants. 
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'5  Consists  of:  $229,477  payments  to  States  (proceeds  of  sales  receipt  Umitation) ;  $2,514  payments  to  Okla- 
homa (royalties);  $265,606  payments  to  States  from  grazing  receipts,  public  lands  (outside  grazing  districts); 
$298,336  pajanents  to  States  from  grazing  receipts,  etc.,  public  lands  (within  grazing  districts);  $1,123  pay- 
ments to  States  (grazing  fees);  $3,443  payments  to  States  from  grazing  receipts,  etc.,  public  lands  (within 
grazing  districts  miscellaneous);  $21,136,029  payments  to  counties,  Oregon  and  California  grant  lands; 
$100,915  payments  due  counties  national  grasslands;  $223,630  payments  to  Coos  and  Douglas  counties, 
Oregon,  in  Ueu  of  taxes  on  Coos  Bay  Wagon  Road  grant  lands;  $2,322  payments  to  counties,  national  grass- 
land. Bureau  of  Sport  Fisheries  and  WildUfe;  $24,755  payment  to  Wyoming  in  lieu  of  taxes  on  lands  in  Grand 
Teton  National  Park,  National  Park  Service;  $963,635  payment  to  Alaska  from  Pribilof  Islands  fund, 
Bureau  of  Commercial  Fisheries;  $600,000  payments  to  Arizona  and  Nevada,  Colorado  River  Dam  fund, 
Boulder  Canyon  project;  $20,754  operation  and  maintenance,  $197,315  payments  to  local  units,  Klamath 
recreation  area;  and  $8,313,413  internal  revenue  collections  for  the  Virgin  Islands. 

38  Consists  of:  $5,714,764  fish  restoration  and  management.  Bureau  of  Sport  Fisheries  and  Wildlife  (receipt 
limitation)  and  $14,516,576  wildlife  restoration,  Bureau  of  Sport  Fisheries  and  Wildlife. 

3'  Illinois-Missouri  joint  mass  transportation  projects. 
3'  Payments  in  lieu  of  taxes. 

39  On  an  accrual  basis;  consists  of  $7,720,214  State  homes  for  disalaled  soldiers  and  sailors  and  .$396,118  ap- 
proval and  supervision  of  training  establishments. 

40  Transitional  grants  to  Alaska,  Executive  Office  of  the  President. 
<i  General  construction,  civil.  Corps  of  Engineers. 

«  Consists  of  $37,500,000  Federal  payment  to  D.C.,  Treasury  Department  and  $1,877,303  hospital  faciUties, 
General  Services  Administration. 

"  Center  for  cultural  and  technical  interchange  between  East  and  West,  Department  of  State. 

**  Land  and  water  conservation  fund.  Bureau  of  Outdoor  Recreation,  Department  of  Interior,  totaling 
$.55,825  for  the  six  States  represented. 

«  Drainage  of  anthracite  mines,  Bureau  of  Mines,  Department  of  Interior. 

*>  White  House  Conference  on  Aging. 

"  Consists  of  $42,941,231  internal  revenue  collections  for  Puerto  Rico,  and  $15,750,000  transfers  and  expenses 
of  operation,  Bin-eau  of  Customs,  and  —$11  White  House  Conference  on  Aging. 

<6  Transfers  and  expenses  of  operation,  Bureau  of  Customs,  Treasury  Department. 

«  Consists  of  $593,870  administration  of  Guam,  $12,478,435  Trust  Territory  of  the  Pacific  Islands,  Oflace 
of  the  Territories,  Department  of  Interior,  and  $280,000  grant  to  Government  of  the  Trust  Territory  of  the 
Pacific  for  use  as  development  funds,  pursuant  to  PL  88-487,  Aug.  22,  1964. 

w  Net  of  $3,969,914  penalty  mail,  $5,920  Veterans'  Administration,  $286, 702  Federal  rents,  and  -$2,735,360 
adjustment. 

'»a  For  Civilian  Industrial  Technology,  National  Bureau  of  Standards,  Department  of  Commerce,  for 
which  no  State  distribution  is  available. 

"  Price  support  payments. 

'2  Consists  of  $914,104,854  acreage  diversion  payments  and  $282,148,489  price  support  payments. 

M  Consists  of:  $32,540,015  acreage  diversion  payments,  —$19,456  price  support  payments,  and  $409,858,496 
value  of  wheat  marketing  certificates  issued  to  producers. 

"  Net  of  deductions  made  from  producer  payments  for  promotional  and  advertising  programs. 

"  Formerly  reported  as  land-use  adjustment  program. 

«8  On  an  accrual  basis.  Consists  of:  $1,398,696  equipment  grants,  $2,690,803  student  fellowships,  $2,588,489 
faculty  training,  and  $3,690,996  for  materials,  services,  and  other  costs. 

"  Figures  on  an  accrual  basis. 

"  Includes  $4,940,369  transferred  from  OfiBce  of  Education,  Department  of  Health,  Education,  and  Welfare, 
for  civil  defense  adult  education. 

"  Includes  loans  of  $4,123,816  made  in  prior  years  which  due  to  cancellation  of  the  loans  became  grants  in 
fiscal  1965. 

«"  On  an  obligations  basis. 

•1  Negative  amounts  represent  returns  to  agencies  within  the  Department  of  Health,  Education,  and  Wel- 
fare as  of  June  30, 1965,  from  deposits,  research  and  training  grantee  institutions,  NIH,  PHS.  The  amounts 
returned  could  not  be  identified  by  State  of  original  payment. 

M  Payments  for  hospital  and  medical  facilities  research. 

M  Payments  for  National  Library  of  Medicine. 

«<  Consists  of  -$21,684  hospital  and  medical  faciUties  research  and  $1,396  National  Library  of  Medicine. 

"  Consists  of  $2,923,657  administered  by  the  Department  of  Health,  Education,  and  Welfare  and  $3,786,074 
administered  by  the  Department  of  Labor. 

««  Consists  of  $89,100,184  administered  by  the  Department  of  Health,  Education,  and  Welfare  and 
$88,462,280  administered  by  the  Department  of  Labor. 

Note.— Compiled  from  figures  furnished  by  the  departments  and  agencies,  pursuant  to  Treasury  Depart- 
ment Circular  No.  1014,  Aug.  8,  1958  (see  1958  amiual  report,  exhibit  70,  page  381). 
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Customs  Operations 

Table  85. — Merchandise  entries,  fiscal  years  1964  cind  1965 


Entries: 

Consumption  free 

Consumption  dutiable 

Waretiouse  and  rewarehouse 

Other  formal 

Total  formal  entries 

Warehouse  withdrawals 

Appraisement 

Drawback 

Outbound-immediate  transportation;  transportation  and 

exportation;  etc 

Mail 

Informal 

Passenger  declarations — total 

Crew  declarations— total 

Military  declarations — total 

Passenger  declarations— dutiable 

Crew  declarations — dutiable 

Military  declarations — dutiable 

Other  informal 


1964 


345, 830 

1,  276,  022 

79, 453 

12, 864 


1,714,169 


383,  538 

2,141 

23, 210 

576, 200 
1, 303,  731 

681,  502 
2, 908, 357 

894, 826 
1, 039, 748 

131,367 

186, 041 

32, 438 

1, 341, 443 


1965 


364,  755 

1,375,471 

80,  972 

9,387 


1, 830,  585 


396, 829 

1,762 

24, 464 

636. 164 
1, 365, 125 

729,511 
3, 491,  858 

905, 335 
1, 048,  347 

146. 165 
193, 109 

38, 617 
1, 638, 901 


Percentage 
increase,  or 
decrease  (— ) 


5.5 

7.8 

1.9 

-27.0 

6.8 


3.5 

-17.7 
5.4 

10.4 
4.7 
7.0 

20.1 

1.2 

.8 

11.3 
3.8 

19.0 

22.2 


Table  86. — Principal  commodities  on  which  drawback  was  paid,  fiscal  years  1964 

and  1965 


Commodity 


1964 


1965 


Percentage 

increase,  or 

decrease  (— ) 


Aluminum 

Automobiles,  aircraft,  and  parts 

Barley 

Brass  and  bronze  manufactures 

Burlap 

Chemicals 

Chromium  and  alloys 

Citrus  fruit  juices 

Coal-tar  products 

Copper  and  manufactures 

Cork  and  manufactures 

Cotton  cloth 

Cotton,  unmanufactured 

Electrical  machinery  and  apparatus 

Ferroalloying  ores  and  metals 

Glass  and  glass  products 

Iron  and  steel  semimanufactures 

Knit  fabrics,  cotton 

Lead  ore,  matte,  pigs,  and  bars 

Leather  and  leather  products 

Magnesite 

Manganese  ore 

Medicinal  preparations 

Nickel 

Paper  and  manufactures 

Petroleum  and  products 

Quicksilyer  or  mercury 

Rayon  and  other  synthetic  textiles 

Steel  mill  products 

Sugar 

Tire  cord  fabric,  rayon 

Tires  and  tubes,  rubber  and  synthetic- 
Tobacco,  unmanufactured 

Tungsten  ore 

Watch  movements 

Whiskey 

Wool  and  semimanufactures 

Wool  fabrics 

Zinc  ore  and  manufactures 

Other 


$706, 585 
194,  111 


16, 599 
130, 891 
.  528,  964 
187, 539 
188, 427 
565, 339 
307,  421 
127 
208, 734 

49, 808 


66, 283 
121, 197 
452, 900 

19,712 
418, 846 


Total - 


24,  490 

59, 230 

368, 287 

108,  567 

156, 135 

1, 520, 266 

35, 377 

45,  483 

1, 298, 123 

720, 460 

2,317 

57, 363 

1,166,416 

192, 841 

938, 255 


14, 894 

40, 807 

368, 622 

2, 984, 9.38 


15,266,354 


$1 


417, 708 

175,  5S0 
50, 903 
18, 694 

104,719 
2, 468. 880 

245, 028 
1,  598,  661 

497, 822 

379,  042 
2,647 

364, 656 
10, 154 

240, 415 
82, 492 

157, 065 
71,150 
12,  762 

729, 464 

5,165 

65, 604 

83,  368 

111,748 

173, 975 
36, 846 

823, 363 

26, 006 

29, 123 

2, 895,  421 

776, 939 
17,  510 
51,496 

841,526 

191,312 

610, 707 

181,641 
17, 940 
57, 281 

197, 587 
1,762,976 


100.6 
-9.6 


12.6 
-20.0 

61.5 

30.7 
748.4 
-12.0 

23.3 
1,984.3 

74.7 
-79.6 


24.5 

29.6 

-84.3 

-35.3 

74.2 


167.9 

40.8 

-69.7 

60.2 

-76.4 

-45.9 

-26.5 

-36.0 

123.0 

7.8 

655.7 

-10.2 

-27.9 

-.8 

-34.9 


17,  585, 376 


20.5 

40.4 

-46.4 

-40.9 

15.2 


Note. — Includes  Puerto  Rico. 
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Table  87. —  Carriers  and  persons  arriving  in  the   United  States  fiscal  years  1964 

and  1965  » 


Type  of  entrant 


Carriers  arriving: 

Vessels  entering  direct  from  foreign  ports 

Vessels  entering  via  U.S.  ports 

Vessels  reporting  only  from  foreign  ports: 

Government - 

Ferries - - 

Other... - 

Commercial  planes -. 

Commercial  planes  entering  via  U.S.  ports... 

Military  planes 

Private  planes.. 

Autos,  empty  trucks 

Buses 

Trucks 

Other  vehicles 

Passenger  trains 

Freight  cars.. 

Total  carriers. 

Persons  arriving: 

Passengers  arriving  on : 

Vessels  entering  direct  from  foreign  ports. 

Vessels  entering  via  U.S.  ports 

Vessels  reporting  only  from  foreign  ports: 

Government.. 

Ferries 

Other... 

Commercial  planes 

Military  planes 

Private  planes... 

Autos,  empty  trucks 

Buses 

Trucks - 

Other  vehicles 

Passenger  trains 

Pedestrians 

Total  persons 


1964 


47, 


48,  651 
(40, 172) 

1,661 

64,  631 

-■  47,  403 

97,  755 

2  (9,244) 

33,  567 

60,  738 

132, 060 

226,  633 

742, 653 

453. 914 

14,  585 

,013,719 


•■  50, 937,  970 


1, 

4, 

126, 

4, 

4^ 
30 


772,  543 
74,  402 

417,777 
,  167,  859 
221,351 
228,  782 
803, 058 
178,243 
624,  321 
112,  .394 
208, 981 
470, 863 
543, 136 
442, 707 


174,266,417 


1965 


49,  426 
2  (38, 071) 

1,799 

60, 033 

48,219 

107,  601 

(9,  920) 

36.  971 

65,  654 

49, 909,  968 

255,  863 

777, 019 

470,  378 

14.  349 

2.039,181 


53,  836, 461 


704,  744 
77,  689 

398,  606 

1,116,634 

210,887 

4, 940,  805 

833,  565 

197,285 

132, 9.54, 952 

5,  020, 158 

162,  551 

772, 876 

501,  581 

33,291,861 


181, 184, 194 


Percentage 
increase,  or 
decre.ise  (— ) 


1.6 
-5.2 

8.3 
-7.1 

1.7 
10.1 

7.3 
10.1 

8.1 

5.9 
12.9 

4.6 

3.6 
-1.6 

1.3 

5.7 


-8.8 
4.4 

-4.6 

-4.4 

-4.7 

16.8 

3.8 

10.7 

5.0 

22.1 

-22.2 

-82.7 

-7.7 

9.4 

4.0 


'  Revised. 

1  Excludes  Puerto  Rico. 

«  Not  included  in  totals,  already  counted  under  entering  direct  from  foreign  ports. 


782-556 — 6&- 


-48 
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Table  88. — Aircraft  and  aircraft  passengers  entering  the  United  States,  fiscal  years 

1964  and  1966 


District 

Aircraft 

Aircraft  passengers 

Percentage  increase, 
or  decrease  (— ) 

1964 

1965 

1964 

1965 

Aircraft 

Passen- 
gers 

Maine  and  New  Hampshire 

3,239 
1,570 
4,795 

616 
1,799 
1,181 
4,251 
38, 373 
7,514 
1,700 
1,405 

708 
1,832 

404 
42, 157 
1,481 
1,447 
8,210 
1,685 
6,487 
4,613 
2,823 
2,158 
8,544 
3,275 
8,764 
2,635 
3,092 

451 
5,985 
5,414 
4,545 
5,898 

734 
2,275 

3,177 
1,803 
5,037 

626 
1,856 
1,384 
4,534 
42, 225 
6,457 
2,148 
1,343 

812 
2,014 

886 
45,  453 
1,641 
1,378 
8,151 
1,798 
6,505 
5,114 
3,472 
6,382 
9,639 
4,053 
10,  252 
2,183 
3,356 

443 
6,296 
5,812 
5,255 
5,931 

428 
2,382 

26, 059 

291, 579 

110,703 

13, 165 

8,014 

14, 132 

450, 484 
1, 703, 248 

302, 159 
43, 662 
29, 135 
12, 666 
56, 446 
5,932 

705, 771 
52, 120 
46, 908 
96, 992 
4,936 
25, 744 
18,  441 

187, 458 
67, 770 

150, 657 
94, 183 

370, 723 
25,  245 
31, 923 
3,632 
17, 276 
44,  555 

130, 647 
36,  525 
11,  206 
19, 997 

23, 280 

334, 368 

128, 066 

11, 984 

4,863 

13, 542 

518, 931 

2, 033, 908 

257, 269 

56, 786 

22, 823 

18, 205 

57,112 

2,736 

866, 721 

71,  712 

51, 323 

87, 988 

5,334 

27,316 

19,856 

220,  777 

248,  719 

174, 689 

26, 215 

335, 623 

23, 995 

35, 766 

3,716 

16, 904 

44, 125 

163, 632 

35, 899 

6,919 

20,  553 

-1.9 

14.8 

5.0 

1.6 

3.2 

17.2 

6.7 

10.0 

-14.1 

26.4 

-4.4 

14.7 

9.9 

119.3 

7.8 

10.8 

-4.8 

-.7 

6.7 

.3 

10.9 

23.0 

195.7 

12.8 

23.8 

17.0 

-17.2 

8.5 

-1.8 

5.2 

7.4 

15.6 

.6 

-41.7 

4.7 

-10.7 

Vermont 

14.7 

Massachusetts 

15.7 

Khode  Island              _           ._    _.    . 

-9.0 

St.  Lawrence  ..  .  _-  

-39.3 

Rochester 

-4.2 

Buffalo 

16.2 

New  York                .  .          .. .  .. 

19.4 

Philadelphia 

-14.9 

Maryland 

30.1 

Virginia 

-21.7 

North  Carolina                . .  .  _ 

43.7 

South  Carolina  .. 

1.2 

Georgia 

-53.9 

Florida 

22.8 

New  Orleans  ..               -- 

37.6 

Galveston  ._ 

9.4 

Laredo 

-9.3 

El  Paso 

8.1 

San  Diego                 -- 

6.1 

Arizona  . 

7.7 

Los  Angeles - 

17.8 

San  Francisco 

267.0 

16.0 

Alaska  . 

-72.2 

Hawaii  

-9.5 

Montana  and  Idaho 

-5.0 

Dakota             .             

12.0 

Minnesota.  _ 

2.3 

Duluth  and  Superior 

-2.2 

Michigan 

-1.0 

25.2 

Ohio  . 

-1.7 

-38.3 

Other 

2.8 

Total 

192, 060 

210,  226 

5, 210, 083 

5,971,655 

9.5 

14.6 
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Table  89. — Seizures  for  violations  of  customs  laws,  fiscal  years  1964  o,nd  1965^ 


Total  1964 

1965 

Seizures 

Seizures 
Customs 

Seizures 
by  other 
agencies 

Joint 

seizures  by 

Customs 

and  other 

agencies 

Total 

Automobiles: 
Number  ..    

785 
$702, 008 

119 
$369, 187 

11 

$6,679,200 

67 
$31,546,442 

1,295 
$989, 154 

6,780 

17, 869 

$247,814 

4,646 

$56, 909 

9,191 

$31,301 

166,  684 

27, 998 

64,941 

681, 490 

25,864 

20, 409 

219,  045 

213, 139 

3,762,456 

711 
$599,452 

114 

$413,238 

15 
$927,400 

51 

$18,245,320 

1,394 
$472, 431 

7,044 

19, 530 

$327,724 

4,975 
$96, 493 

8,567 

$41, 716 
188, 572 

51,476 

124,945 

664, 179 

6,411 

40, 607 

186,638 

260, 103 

2, 623, 489 

108 
$141, 537 

9 
$14, 781 

1 
$12,  000 

1 
$3,800 

7 
$46 

103 

127 

$2, 015 

39 

$1,922 

168 

25 
$24,273 

3 

$3, 785 

844 

Value  _         --  .    -    _         .    --    

$765, 262 

Trucks: 
Number       - 

126 

Value..  ._  

$431, 804 

Aircraft: 
Number - 

16 

Value 

$939, 400 

Boats: 
Number    . i 

52 

Value                             -_    ----    ... 

$18, 249, 120 

Narcotics: 
Number .  -           . _--  - 

16 

$8,860 

62 
138 

$2, 567 

24 
$584 

90 

1,417 

Value 

$481,337 

Liquors: 
Number 

7,209 

Gallons    .. -  - -    -- 

19,  795 

Value                                   --  - 

$332, 306 

Prohibited  articles  (obscene,  lottery,  etc.): 
Number...      - -    .- 

5,038 

Value 

$98, 999 

Other  seizures: 
Number 

8,825 

Value: 

$41,716 

Edibles  and  farm  products  .  -  

$2, 196 

$900 

191, 668 

51, 476 

Guns  and  ammunition 

69 

350 

5,809 

22 

96i 
7,353 
814 
124 
614 
259 
25, 949 

125, 975 

Jewelry,  including  gems  

671,882 

Livestock     .                         - 

13, 034 

40, 753 

Watches  and  parts . 

187, 252 

Wearing  apparel 

98 
74,  929 

260, 460 

Miscellaneous                   --  --  

2, 724, 367 

Total  value  of  other  seizures  -.    

5,213,327 

4, 188, 136 

83, 473 

36, 974 

4, 308, 583 

Grand  total: 

21,912 
$45,804,041 

21,980 
$25,270,194 

317 

$259, 574 

192 
$77,043 

22,489 

Value 

$25,606,811 

•  Includes  Puerto  Rico  and  the  Virgin  Islands. 

«  Excludes  number  of  carriers  confiscated  in  connection  with  seizures  of  liquor,  narcotics,  etc. 
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Table  90. — Investigative  activities,  fiscal  years  1964  o,nd  1965 


Activity 


Drawback 

Classification 

Market  value 

Smuggling,  narcotics 

Smuggling,  all  other 

Undervaluation,  false  invoicing 

Prohibited  importations 

Navigation,  aircraft,  and  vehicle  violations 

Baggage  declarations 

Customs  brokers,  cartmen,  and  lightermen 

Petitions  for  relief 

Personnel 

Customs  procedure 

Collection  of  duties  and  penalties 

Cooperation  with  other  agencies 

Neutrality 

Pilferages  and  shortages 

Export  control 

Federal  tort  claims 

Miscellaneous 

Dumping 

Port  securitj' 

Total 


1964 


1,179 

312 

584 

5,553 

2,176 

2,  227 

235 

1,218 

1,363 

611 

1,473 

1,232 

320 

187 

750 

354 

374 

444 

161 

120 

59 

5 


20, 937 


1965 


1,095 

196 

725 

4,849 

2,064 

2,314 

337 

1,093 

1,877 

413 

1,  231 

1,963 

354 

220 

779 

337 

380 

454 

188 

100 

48 

2 


21,019 


Percentage 
increase,  or 
decrease  (— ) 


-7.1 

-37.2 

24.1 

-12.7 

-5.2 

3.9 

43.4 

-10.3 

37.7 

-32.4 

-16.4 

59.3 

10.6 

17.6 

3.9 

-4.8 

1.6 

2.3 

16.8 

-16.7 

-18.7 

-60.0 


Engraving  and  Printing  Production 

Table  91. — New  -postage  stamp  issues  delivered,  fiscal  year  1965 


Issues 


Denominations 

Number  of 

(cents) 

stamps  deUvered 

5 

121,  825, 000 

5 

215, 000, 000 

5 

121, 460, 000 

5 

117,  645, 000 

8 

62.255,000 

5 

126, 640, 000 

5 

121,250,000 

5 

116,655,000 

5 

120,700,000 

5 

115.  695,  000 

5 

115,695,000 

6 

115,095,000 

5 

119,560,000 

5 

112,345,000 

5 

113,200,000 

5 

118,925,000 

6 

112,040,000 

5 

1, 407,  760, 000 

25 

3,  584, 000 

6 

480, 000 

8 

5, 450, 000 

16 

500,  000 

20 

460,  000 

30 

610,  000 

80 

440,  000 

6 

430, 000 

8 

6, 195,  000 

16 

550, 000 

20 

410,  000 

30 

455, 000 

80 

465, 000 

Commemoratives: 

Nevada  Statehood 

Register  and  Vote _ 

400th  Anniversary  of  the  Birth  of  William  Shakespeare 

Mayo  Brothers 

Robert  H.  Goddard — air  mail 

American  Music. 

Homemakers- 

Verrazano-Narrows  Bridge 

Art,  the  International  Language 

Amateur  Radio 

Battle  of  New  Orleans 

Physical  Fitness — Sokol 

Crusade  Against  Cancer 

Appomatto.x,  Civil  War  Centennial 

Winston  ChurehUl 

Magna  Carta 

International  Cooperation  Year— United  Nations 

Special  issue: 

Christmas  stamp — Series  1964 

Ordinary: 

432  Subject. 

Canal  Zone: 

Air  mail,  Golden  Anniversary— Series  1964 


Air  mail— Series  1965. 


TABLES 


757 


Table  '^2.— Deliveries  of  finished  work  by  the  Bureau  of  Engraving  and  Printing, 

fiscal  years  1964  c-nd  1965 


Class 


Currency: 

U.S.  notes 

Silver  certificates 

Federal  Reserve  notes. 
Specimens 


Total. 


Military  payment  certificates,  Series  641. 
Specimens 


Total. 


Bonds,  notes,  bills,  certificates,  and  debentures: 
Bonds: 

Treasury 

Treasury,  special  series 

U.S.  savings,  registered 

Consolidated  Federal  Farm  Loan  Bonds 

Consolidated  bonds  of  the  Federal  home  loan 

banks 

Notes: 

Treasury 

Tennessee  Valley  Authority 

Treasury,  special  series 

Consolidated  notes  of  the  Federal  home  loan 

banks,  bearer 

Bills: 

Treasury 

Certificates: 

Treasury  certificate  of  indebtedness,  special 

series 

Participation  certificates  in  Government  mort- 
gage liquidation  trust 

Debentures: 

Consolidated  collateral  trust  for  the: 

Twelve  Federal  intermediate  credit  banks 
Thirteen    banks    for    cooperatives,    no 

coupons 

Federal  National  Mortgage  Association 

secondary  market  operations 

Federal  Housing  Administration 


Number  of  pieces 


1964 


86, 360,  000 

483, 120,  000 

1, 153, 168, 000 

42 


1,  722, 648, 042 


Total. 


Stamps: 

Customs 

U.S.  Internal  Revenue 

To  Office  of  Issue 

To  Smithsonian  Institution.. 
Puerto  Rican  Internal  Revenue- 
Virgin  Islands  Internal  Revenue. 
U.S.  postage: 

Ordinary 

Air  mail 

Commemoratives 

Special  delivery 

Postage  due 

Canal  Zone  postage: 

Ordinary 

Air  mail 

Commemoratives 

Postal  cards 

U.S.  savings 

Federal  migratory  bird  hunting.. 
Food  coupons 


766, 657 

603 

408, 201 

85,  208 

24, 401 

711,634 

10, 016 

425 

105, 120 

2,  790, 000 

1,302 


1965 


11, 880, 000 

2,041,224,192 

1,950 


2,  053, 106, 142 


24, 688, 000 
1,596 


24, 689, 596 


119, 000 

48,  800 

5,300 
430, 230 


5,  506, 897 


871,421 
702 


166,  533 

35, 428 

384,  422 

6,004 

100 

114, 500 

3, 807, 000 

1,600 
53, 119 

105,  700 
54, 000 


Face  value 
1965 


$59, 400, 000 
11,314,681,920 


11,374,081,920 


53, 004, 800 


53, 004, 800 


34, 134, 479, 000 


473, 400 


6, 073, 929 


Total- 


Miscellaneous,  checks,  certificates,  etc.: 
To  ofllce  of  issue 


Grand  total. 


18, 
1, 
4, 


5, 823,  000 

,  976, 795, 415 

2,600 

207, 483, 175 

141, 700 

762, 407, 264 
080, 248, 800 
662, 672, 600 
34, 055, 000 
154, 730, 000 

3,  690,  000 
3, 080, 000 
8, 347, 800 


117,973,500 

3, 426, 240 

49, 098,  500 


27, 069, 975, 694 


4, 551, 540 


28, 802, 682,  073 


570, 000 

2, 152, 364,  755 

21, 125 

224, 626,  750 

154, 100 

17, 569, 118,  664 

967, 741, 000 

4, 000,  960,  200 

35, 425,  000 

117,870,000 

1, 433, 840 

8, 507, 400 


2,501,250,000 

1,127,350,000 

33, 276, 210, 000 
1, 500, 000, 000 


4, 175, 500, 000 
185, 328, 000,  000 


4,  762, 500, 000 

3, 485, 000, 000 
1,725,000,000 


755, 900, 000 


272, 771, 189, 000 


315,  500 

112,785.000 

3, 096, 240 

76, 637,  000 


25, 271, 626, 574 


3, 545, 099 


27,359,041,340 


109, 859, 330 
431 


977, 867,  797 
88, 158, 130 

201, 973, 344 
10,  627,  500 
14,  739, 600 

110, 682 
1, 195, 036 


12,  620 

18, 935, 000 

9, 288, 000 

111,225,250 


1, 543, 992, 720 


285, 742, 268, 440 
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International  Claims 

Table  93. — Status  of  Class  III  awards  of  the  Mixed  Claims  Commission,    United 
States  and  Germany,  and  Private  Law  509  as  of  June  30,  1966 


Description 


Awards  J 

Principal  of  awards 

Less  amounts  paid  by  Alien  Property  and  others 

Interest  to  Jan.  1,  1928,  as  specified  in  awards 

Interest  tiiereon  to  date  of  payment  or,  if  unpaid,  to  June  30,  1965,  at  5 
percent  per  annum,  as  specified  in  the  Settlement  of  War  Claims  Act  of 
1928 


Total  due  claimants. 


Payments 

Principal  of  awards 

Interest  to  Jan.  1,  1928. 

Interest  at  5  percent  from  Jan.  1, 1928,  to  date  of  payment. 

Total  payments  ' 


Balance  Due 

Prmcipal  of  awards 

Interest  to  Jan.  1,  1928 

Accrued  interest  from  Jan.  1, 1928,  through  June  30, 1965. 


Balance  due  claimants 

Total  reimbursement  for  administrative  expenses '. 


Class  III 

awards — over 

$100,000 


$117, 387, 252. 24 

266,  072.  77 

53, 245, 392. 03 


81,  519, 235. 26 


251, 885, 806.  76 


76, 955, 283. 40 
53,  245, 392.  03 
55, 351, 805. 93 


185,  552, 481. 36 


40, 165, 896.  07 


26, 167, 429. 33 


66, 333, 325. 40 


927,  763. 13 


Private  Law 
509,  approved 
July  19,  1940 


$160,  000.  00 

"""Hooofoo 

178, 192. 02 


402, 192.  02 


101, 053.  06 

64, 000.  00 

124, 256. 61 


289,  309. 67 


58, 946.  94 
"53"935."4i 


112, 882. 35 


1, 446.  53 


1  Excludes  Class  I  awards  (on  account  of  death  and  personal  injury)  which  have  been  paid  in  fuU;  and  also 
Class  II  awards  on  which  there  remain  balances  totaUng  $42,830.84.  For  details  concerning  all  classes  of 
awards,  including  claims  of  U.S.  Government,  see  1962  annual  report,  pp.  138  and  826. 

2  Amounts  shown  are  gross;  deductions  for  administrative  expenses  are  shown  below  (see  footnote  3). 

5  Deductions  of  3^  of  1  percent  are  made  from  each  payment  to  cover  administrative  expenses.  These 
amounts  are  covered  into  the  Treasury  as  miscellaneous  receipts. 

Note.— On  Feb.  27,  1953,  the  German  Government  agreed  to  pay  $97,500,000  (U.S.  dollars)  over  a  period 
of  25  years  in  fuU  settlement  of  Germany's  obUgations  on  account  of  Class  III  awards  and  the  award  under 
Private  Law  509.    Through  June  30,  1965,  $45,500,000  had  been  paid  under  the  agreement. 
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International  Financial  Transactions 

Table  95. —  U.S.  net  monetary  gold  transactions  with  foreign  countries  and  inter- 
national institutions,  fiscal  years  1945-65 

[In  millions  of  dollars  at  .f35  per  ounce.    Negative  figures  represent  net  sales  by  the  United  States;  positive 

figures,  net  purchases] 


Country,  etc. 

1945-60 

1961 

1962 

1963 

1964 

1965 

Afghanistan          -     

-5.3 

(*) 

-15.0 
-30.0 
-87.5 

(*) 

Algeria 

Argentina                           _          

914.9 

-174.2 

-454.  3 

-277.  0 

18.8 

-25.4 

-140.0 

85.0 
-56.3 

Austria           -     -- 

-136.3 

-62.6 

Bank  for  International  Settlements 

-59.0 
-90.1 

Belgium                         -  -       _       -  -- 

-207. 4 

-101.7 

Bolivia 

-.1 
54.4 

-.1 

Brazil     . -  --     

103.6 

-16.0 

-4.0 

-1.9 

54.3 

Burma                      -      -      - 

-3.8 
-12.0 

-5.0 
-3.1 

Cambodia 

3.2 

Cameroon  Reoublic 

Canada                         -          _______ 

606.3 

190.0 

Central  African  Reoublic 

-.7 

Ceylon        _-  -  -  

-7.6 

(•) 

-4.3 

Chad 

-.7 

Chile              

26.7 
69.1 

-8.6 
-6.3 

-3.3 

Colombia - 

37.8 

(*) 
-3.1 
-.6 

40.0 

Congo  (Leopoldville)      -- .    -_ 

28.8 
-2.3 
-2.0 

1.6 

Costa  Rica    ..     _. 

-.6 

-1.9 

Cyprus 

Dahomey                    

-.8 

15.0 

-.2 

-5.5 

-1.6 

-63.4 
-13.2 
2.1 
-128.3 
-21.6 
-13.7 
-63.4 

-50.0 

"""-3."i' 

Dominican  Republic - 

-2.5 

-.2 

EevDt            

-8.5 
-5.7 

-10.4 

-2.2 

-5.0 

-517.7 

-3.7 

6.4 

-3.0 

-173.0 

-1.5 

Finland                            -  -      - 

France 

-140.6 

-517. 6 

-.7 

-832.5 

Gabon           

Germany  Federal  Republic  of .            .  . 

-375.  6 

-66.3 

-5.6 

-47.0 

-200.0 

-25.0 

Ghana                  -    -- 

-60.2 

-29.2 

Guinea 

-2.8 
(*) 

-2.4 

-88.0 

18.8 

2  689.  4 

-7.1 
-.2 

Indonesia           .  

-24.9 

-.4 

International  Monetary  Fund  '..  _. 

300.0 

150.0 
-16.2 

»-258. 8 

-5.9 

— .  1 

Iraq        

-29.8 

-10.0 

(*) 

(*) 
-9.0 
200.0 

-2.3 

Israel                     -  -  - 

-5.5 
-463.1 

-10.0 

Italy  -.  

100.0 

-80.0 

Ivorv  Coast                             -         .  .  . 

-1.6 

-187.  5 
-3.6 

-15.2 

Korea    _    

Kuwait 

-9.8 

-12.6 

Footnotes  at  end  of  table. 
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Table  95. —  U.S.  net  monetary  gold  transactions  with  foreign  countries  and  inter- 
national institutions,  fiscal  years  1945-65 — Continued 

[In  millions  of  dollars  at  $35  per  ounce] 


Country,  etc. 

1945-60 

1961 

1962 

1963 

1964 

1965 

Laos... 

-1.9 

Lebanon -.- _.. 

-21.8 

-32.1 

-21.0 

-10.5 

Madagascar 

-2.3 
-.8 

-4.0 
-.1 

Mauretania 

Mexico .-.  

34.9 

-20. 0 

-21.0 

-214.4 

Morocco 

_ 

Netherlands 

-402.  0 
19.9 

-24.9 

—95  0 

Nicaragua 

_  1 

Niger 

-.8 

Nigeria 

-20.0 

Norway,. 

11.7 

-.1 

-7.2 

38.8 

-41.6 

Panama 

—2  7 

Peru _. 

-20.0 

-.6 
24.6 

-10.6 
9.6 

Philippines .  -      .  .  . 

Q  7 

Portugal 

Republic  of  Congo  (Brazzaville) 

-.7 

Saudi  Arabia 

-4.1 

-35.0 

-25.1 

-.8 

Senegal 

-1.7 
-1.9 

Somalia.  

(*) 

—    1 

South  Africa 

1, 121. 3 
63.2 

-171.5 

-204.1 
-.1 

-170. 0 
(*) 
2.5 

-2.0 

180  0 

Sudan.  

—  7  6 

Surinam 

-2.5 

246.4 

-412.  5 

-10.4 

-2.5 

2.5 

Sweden 

Switzerland 

-399. 1 

46.9 
-1.1 
-1.1 

-.5 

-1.1 

-711.6 

6.0 
-.3 

-30.0 
-3.0 

—  101  0 

Syria. 

—  7 

Togo 

Tunisia 

-.5 
6.0 

68.8 

-.8 

8.0 

-.5 

9.8 

535.0 

—  1 

Turkey.  . 

57.9 
-202.  5 

-8.6 
-475. 4 

—30  7 

United  Kingdom -.-_.      ..... 

241  2 

Upper  Volta 

Uruguay 

-7.9 

5.4 

-360.  9 

-1.5 
-143. 3 

-3.8 
-7.0 

-.1 
1.0 

—  2 

Vatican  City 

Venezuela 

Yugoslavia  ... 

-15.9 
-6.3 

-.7 
'-6.7 

-1.6 
-1.4 

-2.3 
-1.9 

—2  3 

Another 

—.6 

Total 

-105.8 

-1, 730. 4 

-1,025.7 

-636.  2 

-128. 0 

—  1  47'^  8 

'  Revised. 

•Less  than  $50,000. 

1  International  Monetary  Fund  (IMF)  figures  prior  to  1961  include  gold  purchases  by  the  IMF  on  behalf  of 
member  countries  for  their  payments  to  the  IMF. 

2  Includes  $343.8  million  payment  to  the  International  Monetary  Fund.  Pursuant  to  an  act  approved 
June  17,  1959  (22  U.S.C.  286e-l),  the  United  States  made  payment  of  its  increase  in  quota  to  the  IMF, 
amounting  to  $1,375,000,000  on  June  23,  1959.  The  payment  was  made  in  gold  in  the  amount  of 
$343,750,000.40,  and  in  nonnegotiable,  nonintcrest-bearing  notes  of  the  United  States  amounting  to 
$1,031,249,999.60,  in  place  of  a  like  amount  of  currency. 

3  PubUc  Law  89-31,  approved  June  2,  1965,  authorized  an  increase  of  $1,035  million  in  the  quota  of  the 
United  States  in  the  IMF.  On  June  30,  1965,  the  United  States  made  the  required  payment  of  25  percent 
of  its  quota  increase  in  gold  in  the  amount  of  $258,750,004.03. 
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Table  97. — U.S.  gold  slock,  and  holdings  of  convertible  foreign  currencies  by  U.S. 
monetary  authorities,  fiscal  years  1952-65 

(In  millions  of  dollars] 


End  of  fiscal  year  or  month 


1962 

1953 

1964 

1955 

1966 

1957 

1958 

1969 

1960 

1961 

1962 

1963 

1964 

1965 

1964— July 

August 

September 
October,. 
November 
December. 
1965 — January... 
February.. 

March 

April. 

May 

June 


Total  gold 

stock  and 

foreign 

currency 

holdings 


23, 

22, 
22, 
21, 
21, 
22 
2l! 
19, 
19, 
17, 
17, 
15, 
15. 
14, 
15, 
15, 
15, 
15, 
16, 
15. 
15, 
15, 
15, 
14, 
14, 
14, 


533 
521 
027 
730 
868 
732 
412 
746 
363 
789 
081 
956 
805 
595 
840 
890 
870 
702 
324 
903 
572 
220 
129 
884 
511 
595 


Gold  stock  ' 


Treasury 


23, 346 
22, 463 
21, 927 
21,678 
21,  799 
22, 623 
21,356 
19,  705 
19, 322 
17,  550 
16. 435 
15,  733 
15,461 

13,  934 
15, 462 
15, 460 
15,  463 
15,  461 
15, 386 
15. 388 
15, 185 
14, 937 

14,  563 
14,410 
14. 290 
13, 934 


Total  2 


23, 533 

22,  521 
22,  027 
21,730 
21, 868 
22, 732 
21, 412 
19,  746 
19, 363 
17,603 
16, 527 
15,830 
15,623 
14,049 
15,  629 
15, 657 
15, 643 
15,  606 
15,  .566 
1.5.  471 
15, 208 
14, 993 
14,  639 
14, 480 
14, 362 
14, 049 


Foreign 
currency 
holdings  3 


186 
554 
126 
182 
546 
211 
233 
227 
96 
758 
432 
364 
227 
490 
404 
149 
,546 


1  Includes  gold  sold  to  the  United  States  by  the  International  Monetary  Fund  with  the  right  of  repurchase, 
the  proceeds  of  which  are  invested  by  the  Fund  in  U.S.  Government  securities;  as  of  June  30,  1905,  this 
amounted  to  $800  million.  Of  this  amoimt,  the  United  States  purchased  .$200  million  in  1956,  $300  million 
in  1959,  and  $300  million  in  1960. 

2  Includes  gold  in  E.xchange  Stabilization  Fimd,  which  is  not  included  in  Treasury  gold  figures  shown  in 
the  daily  Treasury  statement  or  in  the  Circulation  Statement  of  United  States  Money. 

3  Includes  holdings  of  Treasury  and  Federal  Reserve  System. 

Note.— The  United  States  also  had  a  gold  tranche  position  in  the  International  Monetary  Fund, 
amounting  to  $907.8  million  as  of  June  30,  1965.  In  accordance  with  Fund  policies  the  United  States  had 
the  right  to  draw  foreign  currencies  equivalent  to  this  amoimt  from  the  Fund  virtually  automatically  if 
needed.  Under  appropriate  circumstances,  the  United  States  could  draw  additional  amounts  equal  to  the 
U.S.  quota  of  $4,125  million.  In  addition,  the  United  States  had  a  $258.8  million  gold  claim  on  the  Fund 
arising  from  a  gold  subscription  to  the  Fund  in  June  1965,  for  a  U.S.  quota  increase  which  had  not  yet 
becorne  effective. 
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Table  100. — Assets  and  liabilities  of  the  Exchange  Stabilization  Fund  as  of  June  SO, 

1964  and  1965 


Assets  and  liabilities 


June  30,  1904 


June  30, 1965  p 


Fiscal  year 
1965,  increase, 
or  decrease  (— ) 


Assets 
Cash: 

Treasurer  of  the  United  States,  checking  account 

Federal  Reserve  Bank  of  New  York,  special  account. 
Imprest  fund 


$366, 183.  97 
500.'00' 


$1, 125, 668.  72 
500."00" 


$759, 484. 75 


Total  cash 

Special  account  of  the  Secretary  of  the  Treasury  in  the 
Federal  Reserve  Bank  of  New  York-gold  (schedule  1). 
Foreign  exchange  due  from  foreign  banks: 

Banco  Central  de  la  Repubhca  Argentina 

Oestcrreichische  Nationalbank 

Banque  Nationale  de  Belgique 

Banco  do  Brasil 

Bank  of  Canada 

Bank  of  Canada  (IMF) 

Banco  Central  de  Chile 

Deutsche  Bundesbank 

Deutsche  Bundesbank  (IMF) 

Banco  Central  de  la  Republic  Dominicana 

Bank  of  England 

Banque  de  France  (IMF) 

Banca  d'ltalia 

Banca  d'ltalia  (IMF) 

De  Nederlandsche  Bank._ 

Sveriges  Riksbank 

Banque  Nationale  Suisse 

Bank  for  International  Settlements 

Investments  in  U.S.  Government  securities  (schedule  2) . 

Investments  in  foreign  securities  (schedule  2) 

Accrued  interest  receivable 

Accounts  receivable 

Deferred  charges 

Office  equipment  and  fixtures,  less  allowance  for  depre- 
ciation  

Land  and  structures 


366, 683. 97 

161,  614,  526. 20 

30, 100, 000.  00 


1, 126, 168.  72 
115, 194, 324. 01 


11,412.09 

25, 340,  000.  00 

568,  653.  64 


17, 400,  000.  00 

1, 654,  587.  89 

17, 409.  81 


3, 495, 856. 44 

1, 427,  033.  68 

63,  681.  37 


3, 959.  41 

16, 102.  76 

22, 340,  000.  00 

717,  .590.  35 

6,  000,  000.  00 

23, 565, 000.  00 

2, 517, 722.  97 

14, 787. 04 

6, 250, 000.  00 

3, 490,  710. 91 


514, 833. 17 


153,  730.  43 

21, 175.  47 

317, 064, 490.  54 

49,  772,  557.  59 

745,  646. 91 

'  428,  838.  88 

191, 261. 90 

55, 909. 20 
150,  000.  00 


63, 681.  37 

11,  500, 000.  00 

784, 598.  53 

4, 952.  77 

347,  293. 86 

3,  050,  583. 82 

256,805,515.33 

60,  752,  715.  32 

2, 347,  299.  71 

220, 555.  21 

70, 123.  52 

60,  545.  52 
150, 000. 00 


759, 484.  75 

-46, 420, 202. 19 

-30, 100, 000.  00 

3, 959.  41 

4, 690.  67 

-3,  000,  000.  00 

148, 936.  71 

6,  000, 000. 00 

6, 165, 000. 00 

863, 135.  08 

-2, 622.  77 

6, 250, 000.  00 

-5, 145.  53 

-1,427,033.68 


11,  500,  000.  00 

269, 765.  36 

4, 952.  77 

193,  563.  43 

3, 029, 408. 35 

-60,  258,  975.  21 

10,980,157.73 

1, 601, 652.  80 

-208, 283.  67 

-121,138.38 

4,636.32 


Total  assets 

LlABaiTIES  AND  CAPITAL 

Liabilities: ' 

Vouchers  payable 

Employees'  payroll  allotment  account,  U.S.  savings 

bonds 

Accounts  payable ___ 

Special  Deposit  Accounts 

Advance  from  U.S.  Treasury  (U.S.  drawing  on  IMF)., 

Total  UabiUties 


-■611,158,289.18 


517, 394, 231. 13 


-93, 764,  058.  05 


3,  593.  62 

'  329,  645.  77 
'  5,  730, 956.  25 
250,  000,  000. 00 


30, 890. 04 

3, 495. 01 

324, 960.  64 

15,  500,  000. 00 

126,000,000.00 


30, 890.  04 

-98.  61 

-4,  685. 13 

9, 769,  043.  75 

-124, 000,  000.  00 


-•256,064,195.64 


141,  859, 345.  69 


-114,204,849.95 


Capital: 
Capital  account 

Cumulative  net  income  (schedule  3). 

Total  capital 

Total  liabilities  and  capital 


200, 000, 000.  00 
-■155,094,093.54 


200, 000, 000.  00 
175, 534, 885.  44 


20, 440, 791. 90 


'355,094,093.54 


375,  534, 885. 44 


20, 440, 791.  90 


'611,158,289.18 


517, 394, 231. 13 


-93, 764,  058. 05 


>  For  contingent  liabilities  under  outstanding  stabilization  agreements,  see  schedule  4. 
V  Preliminary. 
••  Revised. 
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Table  100. — Assets  and  liabilities  of  the  Exchange  Stabilization  Fund  as  of  June  30, 

1964  and  2565— Continued 

SCHEDULE  1.— SPECIAL  ACCOUNT  OF  THE  SECRETARY  OF  THE  TREASURY  IN  THE 
FEDERAL  RESERVE  BANK  OF  NEW  YORK— GOLD 


Gold  accounts 

June  30,  1964 

June  30,  1965  " 

Ounces 

Dollars 

Ounces 

Dollars 

Federal  Reserve  Bank  of  New  York... 
U.S.  Assay  Office,  New  York  

460, 147. 948 
1,  595.  513 

4, 147,  511.  943 

$16, 105, 178. 18 
55,847.86 

145, 453,  500. 16 

352, 544. 881 
2, 904,  463. 905 

34, 210.  013 

$12, 339,  070. 86 
101, 656, 241.  61 

1  199  Oil  54 

Federal  Reserve  Bank  of  New  York, 
Account  No.  4.   

Total  gold 

4,609,255.404 

161, 614,  526. 20 

3, 291,  218. 799 

115,194,324.01 

I"  Preliminary. 

SCHEDULE  2.— INVESTMENTS   HELD   BY   THE    EXCHANGE   STABILIZATION   FUND, 

JUNE  30,  1965  »> 


Securities 

Face  value 

Cost  (in  dollars) 

Average 
price 

Accrued 
interest 

U.S.  Government  securities,  public  issues: 
Treasury  bonds: 
214%  of  1964-69  (dated  Apr.  15,  1943)... 
21^%  of  1964-69  (dated  Sept.  15,  1943)... 
234%  of  1965-70 

$2,  200,  000.  00 

400,  000.  00 

10,  000,  000.  00 

2,  400,  000.  00 

10,  000, 000. 00 

$2, 199, 625. 00 

399, 875. 00 

10, 000, 000.  00 

2,  398, 843. 75 

10,  000,  000. 00 

99.  98295 
99.  96875 

100.  00000 
99.  95182 

100.  00000 

$2, 254. 10 

409. 83 

72  690  21 

21/^%  of  1966-71 

17, 445.  65 

2H%  of  1967-72  (dated  Nov.  15,  1945)... 

10, 245. 90 

Total  public  issues  

25, 000,  000.  00 

24, 998, 343. 75 

103,  045. 69 

Special    issues,     Exchange    Stabilization 
Fund  series: 
3.65%  maturing  July  1,  1965 

216,  305.  515. 33 
15,  500, 000.  00 

216, 305,  515. 33 
15,  500,  000.  00 

2, 244, 254. 02 

3.921%  maturing  July  1,  1965 

Total  special  issues ... 

231, 805,  515.  33 

231, 805,  515. 33 

2, 244, 254.  02 

Total.     

256,805,515.33 

256,803,859.08 

2, 347, 299. 71 

Foreign  securities: 
British  Government,  Treasurv  bills 

£  8, 915, 000/0/0 
DM128,400,000.00 

DM17,400,000.00 

24, 500,  454. 22 
31, 929, 071. 00 

4,  323, 190. 10 

Repubhc  of  Germany,  Treasury  bills  .  _ 

Repubhc   of   Germany,   Treasury   bills 
(IMF) 

Total  foreign  securities . 

60, 752.  715. 32 

»■  Preliminary. 
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Table  100. — Assets  and  liabilities  of  the  Ecchange  Stabilization  Fund  as  of  June  30, 

1964  and  1965— Conihmed 
SCHEDULE  3.— INCOME  AND   EXPENSE 


Classification 


Income: 
Profits  on  transactions  in: 

Gold  and  exchange  (including  profits  from  handling  charges  on  gold)  .. 

Saleof  silver  to  U.S.  Treasury 

Silver 

Investments _ 

Miscellaneous 

Interest  on : 

Investments..- 

Foreign  balances.. 

Totalincome 

E.tpense: 

Personnel  compensation  and  benefits 

Travel 

Transportation  of  things 

Eent,  communications,  and  utilities 

Supplies  and  materials 

Other 

Total  expense 

Cumulative  net  income 


Jan.  31,  1934,  through- 


June  30,  1964      June  30,  1965  » 


$138,  507. 284. 87 

3,473,362.29 

102,735.27 

2, 638,  546. 28 

'  117, 155.  70 

r  31,  433, 158. 99 
16,200,776.18 


'  192,  473,  019.  58 


'  28, 474,  358.  64 

1,  748, 056. 96 

2, 169, 165.  65 

871,  452. 39 

235,071.78 

r  3,  880,  820.  62 


'  37,  378, 926.  04 


'  155, 094, 093.  54 


$138,  704, 308.  37 
3,473,362.29 

102,735.27 
2,  638,  546. 28 

132, 850. 91 

61, 356, 155.  59 
20,  572,  512. 96 


216,980,471.67 


31,590,356.23 

1, 973,  064. 47 

2, 308, 880. 07 

942,213.09 

266,131.83 

4, 364.  940.  54 


41,  445,  586. 23 


175,  534,  885. 44 


»>  Preliminary.       '  Revised. 

SCHEDULE  4.— CURRENT  U.S.  STABILIZATION  AGREEMENTS,  JUNE  30,  1965 


Effective  dates 

Amoimts  (in  millions) 

Country 

Original 

Renewal 

Expiration 

Original 

agreement 

Advances 

Repay- 
ments 

Argentina  .  .  . . 

June    7, 1962 1 
May  16,1961 
Feb.  2.3,1965 
Jan.    31,1963 
Mar.  13,1964 
Feb.     4, 1965 
Aug.  10,1964 

Jan.      1,1964 

Mar.  27, 1963 

Oct.     6, 1963  2 
May  15,19633 
Jan.    12,1966 
Jan.    30,1964  2 
Feb.     4,1965  2 
Jan.      5, 1966 
Aug.  10,1965 

Dec.  31,1965 

$50 
70 

53.7 
10 
15 

16.1 
6.3 

75 

$50 
130 

$50 

Brazil 

107.7 

Bra7il 

Chile           -    .      . 

10 

12 
9.4 
6.3 

6.4 

Chile 

1.4 

Chile 

Dominican 

Republic. 
Mexico  

1  Agreement  dated  Jan.  1,  1959  terminated.       2  No  fiuther  drawings  permitted  after  expiration. 
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Table  101. — Summary  of  receipts,  withdrawals,  and  balances  of  foreign  currencies 
acquired  by  the   United  States  without  purchase  with  dollars,  fiscal  year  1965 

[In  U.S.  dollar  equivalents] 

Balance  held  by  Treasury  Department,  July  1, 1964 $1, 627, 675, 015. 55 

Receipts: 

Sale  of  surplus  agricultural  commodities  pursuant  to: 
Title  I,  Public  Law  480,  Agricultural  Trade  Development  and 

Assistance  Act  of  1954,  as  amended  (7  U.S.C.  1704-5) $1, 189,  075,  572.  06 

Commodity  Credit  Corporation  Cliarter  Act  (15  U.S.C.  713a).  475,  087. 89 

Loans  and  otlier  assistance: 
Title  I,  Public  Law  480,  loan  repayments,  including  interest: 

Section  104(e),  loans  to  private  enterprises _ 18, 170,354.67 

Section  104(g),  loans  to  foreign  governments 75,077, 170.99 

Section  612,  Foreign  Assistance  Act  of  1961  (22  U.S.C.  2362) 
loan  repayments  including  interest: 
Development  Loan  Fund  and  Mutual  Security  Program...  132, 129, 334.  88 

Informational  media  guaranties  (22  U.S.C.  1442),  principal 2, 623,  549.  38 

Lend-lease  and  surplus  property  agreements  (22  U.S.C.  412b), 

and  (50  App.  U.S.C.  1641(b)  (1),  1946  ed.)  i 13,126,071.85 

Bilateral  agreements  5%  and  10%  counterpart  funds  (22  U.S.C. 

1852(b))  1 7,788,541.61 

Interest  on  public  deposits 28,418,365.96 

All  other  sources 45,  415, 118.  22 

Total  collections 1,  512, 299, 167.  51 

Total  avaUable 3,139,974,183.06 

Withdrawals: 

Sold  for  dollars,  proceeds  credited  to:  2 

Miscellaneous  receipts  of  the  general  fund 129,536,074. 11 

Commodity  Credit  Corporation,  Agriculture 193,042,120.09 

Informational  media  guaranties  fund,  USIA 2,  632,  273.  89 

Other  fund  accounts 16,005,651.92 

Total  sold  for  dollars 341, 216, 120.  01 

Requisitioned  for  use  without  reimbursement  to  the  Treasury 
pursuant  to: 

Section  104,  Public  Law  480,  as  amended  (7  U.S.C.  1704) 1,  200, 084, 603.  56 

Other  authority 90,  082.  32 

Total  requisitioned  without  reimbursement 1, 200, 174, 685. 88 

Total  withdrawals 1,541,390,805.89 

Adjustment  ferrate  differences — 14, 736, 9  <  8. 32 

Balances  held  by  Treasury  Department,  June  30,  1965 1.  583, 846, 398. 85 

Analysis  of  balance  held  by  Treasury  Department  Jmie  30,  1965: 

Proceeds  for  credit  to  miscellaneous  receipts  of  the  general  fund 478, 869,  257. 22 

Proceeds  for  credit  to  agency  accounts: 

Commodity  Credit  Corporation,  Agriculture 423,246,  (54.87 

Informational  media  guaranties  fmid,  USIA 322,651.22 

Other .. 92,861.29 

For  program  allocations:  „           o.^  on 

Section  104,  Title  I,  Public  Law  480,  as  amended 6(9,939,366.80 

Section  612,  Foreign  Assistance  Act  of  1961  (22  U.S.C.  2362) 1, 375, 507.  45 

Total 3  1,583,846,398.85 

Footnotes  at  end  of  table. 
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Table  101. — Summary  of  receipts,  withdrawals,  and  balances  of  foreign  currencies 
acquired  by  the  United  States  without  purchase  with  dollars,  fiscal  year  1965 — Con. 

[In  U.S.  dollar  equivalents] 

Balances  held  by  other  executive  agencies  June  30, 1965,  for  purpose  of; 

Economic  and  technical  assistance  under  Mutual  Security  Act $33,585,995.  06 

Programmed  uses  under  Agricultural  Trade  Development  and  Assistance  Act 274, 253, 582.  30 

IMilitary  family  housing  in  foreign  countries 5,031,631.  71 

Trust  agreements  witli  foreign  countries 20,  664,  627.  56 

Other 914,913,089.78 

Total 1,248,448,926.41 

Grand  total 2,832,295,325.26 


1  Collections  under  lend-lease  and  surplus  property  agreements  will  continue  to  be  made  until  such  agree- 
ments are  satisfied,  although  the  act  originally  authorizing  such  action  has  been  repealed. 

2  Dollars  acquired  from  the  sale  of  foreign  currencies  are  derived  from  charges  against  the  dollar  appro- 
priations of  the  Federal  agencies  which  use  the  currencies.  These  dollar  proceeds  are  credited  to  either 
miscellaneous  receipts  or  other  appropriate  accounts  on  the  books  of  the  Treasury. 

3  Represents  the  dollar  value  of  currencies  held  in  the  accounts  of  the  Treasury  Department  only.  Cur- 
rencies transferred  to  agency  accounts  pursuant  to  requisitions  submitted  to  the  Treasury  Department,  or 
as  otherwise  authorized,  are  accounted  for  by  the  U.S.  Government  agencies.  Balances  held  by  e.xecutive 
departments  and  agencies  as  of  June  30,  1965,  arc  stated  at  end  of  summary. 

Note.— For  the  purpose  of  providing  a  common  denominator,  the  currencies  of  82  foreign  countries  are 
herein  stated  in  U.S.  dollar  equivalents.  It  should  not  be  assumed  that  dollars  in  amounts  equal  to  the 
balances  shown  are  actually  available.  The  dollar  equivalents  are  calculated  at  varying  rates  of  exchange. 
Foreign  currencies  deposited  under  certain  provisions  of  Pu'olic  Law  480  and  the  Mutual  Security  Act  were 
converted  at  deposit  rates  provided  for  in  the  international  agreements  with  the  respective  countries.  The 
greater  portion  of  these  currencies  is  available  to  agencies,  without  reimbursement  pursuant  to  legislative 
authority  and,  when  disbursed  to  the  foreign  governments,  will  generally  be  accepted  by  them  at  the  de- 
posit or  collection  rates.  Currencies  availaljle  for  sale  for  dollars  and  certain  other  U.S.  uses  were  converted 
at  market  rates  of  exchange  in  effect  on  the  date  of  the  sale  and  market  rates  in  effect  at  the  end  of  the  month 
for  transactions  during  the  month,  these  market  rates  being  those  used  to  pay  U.S.  obligations.  The  closing 
balances  were  converted  at  the  June  30,  1965,  market  rates. 

For  detailed  data  on  collections  and  withdrawals  by  country  and  program,  see  Part  V  of  the  Combined 
Statement  of  Receipts,  Expenditures  and  Balances  of  the  United  States  Government  for  the  Fiscal  Year  Ended 
June  30,  1965. 


Table  102. — Balances  of  foreign  currencies  acquired  by  the  United  States  without 

purchase  with  dollars,  June  SO,  1966 


Currency 

In  Treasury  accounts 

In  agency  accounts 

Comitry 

Foreign 
currency 

Dollar 
equivalent 

Foreign 
currency 

Dollar 
equivalent 

Afghanistan 

Argentina 

Australia 

Afghani 

Peso 

Pound 

189,  000.  08 
69,  777, 918. 48 

$2,  625.  00 
408,  058.  00 

30,345,416.39 

102,  804.  64 

854. 12 

169,  292.  82 

671,111.00 

299.  21 

134,  681,  623.  80 

100, 172,646,913.00 

65,  616,  502.  68 

11,228,338.22 

58,  462, 136.  41 

1, 140, 185.  77 

967,  262,  860.  90 

5.847,113.60 

933,  353, 862.  00 

161,  870.  61 

552, 920. 15 

11,354.56 

28,  608.  63 

4,  602.  94 

1.  227,  312.  84 

2,  387,  370.  93 
6,  872, 190.  34 

343,  476.  73 
16,  729, 956.  48 

$421,  464. 12 

601. 19 

1,  913.  36 

Austria 

Schilling 

Franc      .. 

-111,070.48 

-671,111.00 

-294.  21 

9,  829,  531. 19 

22, 165, 105,  726.  10 

120,  312,  692.  79 

-293,  398.  80 

12,  302,  755.  88 

1,  879.  60 

624,  319, 132.  18 

8,  571,  803. 19 

1, 028, 226,  496.  00 

-4,  315.  09 

-13,516.84 

-821.  81 

827,401.61 

12, 145,  263.  42 

25, 446,  847.  03 

-8,  506.  78 

2,  585,  699. 01 

69,  889. 15 

15,  607,  978.  30 

502,  745.  05 

6,  854,  843.  30 

6,  577.  03 

Belgium 

13,  516.  84 

Bermuda    . 

Pound 

Peso 

Cruzeiro 

Kvat 

835.  78 

Bolivia 

11,336,837.03 

Brazil.-  -  .     _ 

54,  889, 121.  60 

Burma            .     . 

13,  878,  278.  91 

Cambodia 

Riel     

325,  553.  44 

Ceylon      

Rupee 

Escudo 

N.T.  Dollar... 
Peso 

12,  287, 124.  09 

Chile 

Chma 

Colombia 

314,  968.  44 

24, 181,  571.  53 

342,  939.  50 

Congo,  Republic 

Franc         

6,  222, 359.  08 

of  the. 
Costa  Rica      -  . 

Colon 

24,  451.  75 

Cyprus      

Pound 

Koruna 

Krone 

-327.41 
7, 161,  557. 00 

-918.  40 
994, 660.  69 

1,  550, 968.  21 

Czechoslovakia... 
Denmark 

791.  26 
4, 133.  00 

Dominican  Re- 

Peso  

-4,  602.  94 

3, 953,  801.  90 

21,  238.  68 

5, 103,  052.  36 

1,  772,  095.  12 

-3, 134, 061.  76 

-4, 602. 94 

213,  719.  02 

8,  560.  53 

1,  590, 231.  34 

361,  652.  07 
-788,  244.  91 

4,  602.  94 

public. 
Ecuador 

Sucre 

66,  341.  23 

Ethiopia 

E.  Dollar 

New  Markka. 
Franc 

962,  261.  56 

Finland 

2, 141,  536.  41 

France 

70, 097.  29 

Germany,  Fed- 
eral Republic 
of. 

W.D.  Mark... 

4,  489, 000. 18 
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Table  102. — Balances  of  foreign  airrencies  acquired  hy  the  United  States  without 
purchase  with  dollars,  June  SO,  1965 — Continued 


Country 


Oermany,  East. 

C;hana 

Cireece 

Guatemala 

Guinea 

Ilong  Kong 

Hungary 

Iceland 

India 

(Nepal, 
U.S.D.O.). 

Indonesia 

Iran 

Iraq 

Ireland 

Israel 

Italy 

Ivory  Coast 

Jamaica 

Japan 

Jordan 

Kenya 

Korea 

Laos. 

Lebanon 

Libya 

Malaysia 


Mali 

Mexico.. 
Morocco. 
Nepal. . . 


Netherlands 

New  Zealand 

Nigeria 

Norway 

Pakistan 

(Afghanistan, 
U.S.D.O.). 

Paraguay 

Peru 

Philippines 

Poland 

Portugal 

Senegal 

Somali 

South    Africa 

Southern 

Rhodesia. 

Spain .... 

Sudan 

Sweden 

Switzerland 

Syrian    Arab 

Republic. 

Thailand 

Tunisia 

Turkey 

L^nited    Arab 

Republic. 
United  Kingdom. 

Uruguay. 

Venezuela 

Vietnam 

Yugoslavia 


Total- 


Currency 


E.D.  Mark.. 

Pound 

Drachma 

Quetzal 

Franc 

H.K.  Dollar. 

Forint 

Krona 

Rupee. 


In  Treasury  accounts 


Foreign 
currency 


Indian  Rupee. 

Rupiah 

RiaL 

Dinar 

Pound 

Pound 

Lira 

CFA  Franc... 

Pound 

Yen 

Dinar 

E.A.  Shilling.. 

Won 

Kip 

Pound 

Pound 

Malayan  Dol- 
lar. 

Franc 

Peso 

Dirham 

Nepalese 
Rupee. 

Guilder 

Pound 

Pound 

Krone 

Rupee 

Pakistan 
Rupee. 

Guarani 

Sol 

Peso 

Zloty 

Escudo 

C.F.A.  Franc. 

Somalo 

Rand 

Pound 


Peseta. 
Pound. 
Krona.. 
Franc. 
Pound. 

Baht... 
Dinar.. 

Lira 

Pound. 


Pound- . 

Peso 

Bolivar. 
Piastre.. 
Dinar... 


32,  042.  69 

-528.  57 

15, 384,  799.  35 


Dollar 
equivalent 


1,  216,  464,  498.  00 

-77,  910.  33 

670.  560.  00 

5G,  217,  449.  00 

2,  770, 126,  086.  62 

1,211,022.38 

2, 955, 726,  510. 79 

332, 120,  705.  45 

-113.08 


105, 688. 147. 80 

-162,932,554.00 

16, 147,  650.  00 

-302. 64 

9, 355, 197, 280. 33 

-562.  67 

-233, 125. 60 

1, 582, 385, 927.  70 


557,  728. 88 

37,816.67 

-6, 993. 36 

1, 123,  077.  00 

-46,  277. 67 

16,  603,  278.  94 

348,  760. 10 

6, 801, 996. 31 

-226. 14 

47, 623.  42 


763, 526, 614. 18 


55,  660,  525.  07 

16, 179.  286. 85 

-2,  120,  455.  75 

11, 869,  025, 379.  01 

1, 467, 328. 26 

115,086,475.00 


-34.45 
-539. 13 

-95,210,388.78 

1,447,086.60 

-19, 887. 54 

1,120.31 

5, 890,  042. 94 

-230, 172.  04 

4, 234,  762. 96 

118,757,4.50.09 

45, 340, 263. 38 

-1,450,643.84 
6,583,641.13 
1,515,034.80 
-80, 748, 196. 90 
49, 024, 839, 726.  00 


$2,  584.  09 
-1,483.90 
512,  826.  64 


In  agency  accoimts 


Foreign 
currency 


4, 934,  947.  26 

-13,568.50 

13,  970.  00 

1, 308,  904.  52 

582,  571, 206. 45 

254, 683. 99 

5, 718, 178.  58 

4,  428,  276.  07 

-316.  22 


35,  229, 382. 58 

-260, 692.  09 

65, 908.  78 

-846.  79 

25,986,659.11 

-1,578.75 

-32,  728. 57 

5, 834, 756. 36 


181,  080. 80 
105,  485. 83 
-2, 298.  93 

4,  612.  23 

-3,  705. 18 

3, 308,  085.  06 

46,  040. 94 

1, 889, 443. 45 

-631.  85 

133, 175. 11 


158, 803, 372. 33 


441. 750.  20 

603,  704.  73 

-543,706.60 

494,  542,  724. 13 

51,144.24 

469, 740. 71 


-48. 32 
-1,518.26 

-1,589,223.64 

4, 178,  708.  05 

-3,  855.  67 

258. 13 

1,419,287.45 

-11,146.35 

8, 128, 143. 89 

13,195,272.23 

104, 494, 730.  09 

-4,  052, 077. 78 
112,540.88 
338, 177. 41 

-1,109,635.80 
65, 366, 452. 97 


11,583,846,398.84 


528.  57 

527,915,191.80 

52,  627. 94 

4, 192, 397, 364.  00 

77,  910. 33 

52, 549.  00 

7, 935, 915. 95 

2, 416, 419,  522. 65 

9, 835, 841. 98 

14, 993, 117,  704. 81 

850,  779, 307.  75 

113.08 

645. 48 

60,  736,  091.  89 

1,644,196,117.00 

463,  536,  558.  00 

450.  68 

5, 193, 923. 85 

779. 88 

233, 125.  60 

1, 463, 334,  051.  05 

376,  707, 365. 12 

12,  731.  26 

44,  299.  99 

6,  993. 36 

10, 690, 888.  00 

46.  277. 67 

9, 978, 828.  92 


3, 282, 806.  42 

226. 14 

573.42 

11,  730.  79 

256,311,941.60 

427, 465. 15 

859,  559,  460. 92 

220,400,112.04 

49,  231, 838. 37 

248, 444. 96 

99,  721.  74 

359, 753, 373.  00 

10,561.05 

34.45 

16, 195.  56 

346,241,050.68 

3, 770, 328. 68 

19, 887. 54 

74, 622. 22 

47, 748, 880. 36 

19, 646, 274. 40 

4,931,125.58 

209, 832, 990. 29 

66,712,374.22 

2,  784,  082. 49 
2,071,832.83 


698, 688, 645. 54 
134,165,690,697.  00 


Dollar 
equivalent 


$1, 483.  90 

17,  597, 173.  06 

52,  627.  94 

17,  007, 697.  20 

13, 568.  50 

1,  094. 77 

184,  771.  03 

508, 184, 967. 97 

2, 068,  526. 18 


29, 005, 
11, 343, 

1, 

20,  245, 

2,  630, 

1, 891, 

1, 

14, 

2 

32! 

5, 395, 

1,  569, 

4, 

123, 


838.08 
724. 10 
316.22 
805.  02 
363. 97 
713.  79 
985. 96 
260. 99 
427. 57 
188.21 
728.57 
774.  52 
614.  02 
133.  53 
570. 40 
298.  93 


43, 905.  08 

3,  705. 18 

1, 988,  210. 58 


911,890.68 

631.85 

1, 603. 53 

1,  644. 12 

53, 309, 472.  04 

88,  907.  06 

6, 821, 900.  49 

8, 223, 884.  78 

12, 623,  548. 31 

10, 351. 87 

3, 475. 84 

1,468,381.12 

1,487.56 

48.32 

45, 608. 45 

5,787,926.37 

10, 887, 463. 69 

3, 855. 67 

17, 194. 06 

11,505,754.30 

951,393.44 

9, 464,  732. 40 

23,314,776.68 

153,750,574.37 

7, 776, 766. 73 
35, 415. 95 


9, 601, 328.  09 
178, 887, 587. 60 


1,248,448,926.41 


1  For  the  purpose  of  providing  a  common  denominator,  the  currencies  of  82  foreign  countries  are  herein 
stated  in  U.S.  doUar  equivalents.  It  should  not  be  assumed  that  dollars  in  amounts  equal  to  the  balances 
sho\\Ti  are  actually  available. 
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Table  105. — Outstanding  indebtedness  of  foreign  countries  on  U.S.  Government 
credits  {exclusive  of  indebtedness  arising  from  World  War  I)  as  of  June  SO,  1965, 
by  area,  country,  and  major  'program  ^ 

[In  millions  of  dollars] 


Under 
Export- 
Import 

Bank 
Act 

Under 

foreign 

assistance 

(and 

related) 

acts 

Under  Agricultural 
Trade  Development 
and  Assistance  Act 

Lend- 
lease, 
surplus 
property, 
and 
grant 
settle- 
ments 2 

Other 
credits 

Area  and  country 

Loans  of  foreign 
currencies 

Long- 
term 
dollar 
credits 

Total 

To 

foreign 
govern- 
ments 

To 
private 
enter- 
prises 

Western  Europe: 
Austria 

28 
23 

25 

(*) 
6 

53 

Belgium  and  Luxembourg.. . 

51 

80 

Cyprus        ..        .  .          

(*) 

(*) 
33 

Denmark 

1 

47 

186 

31 

Finland 

19 

2 
o 



7 
414 

211 
10 

(*) 

75 

France 

5 

14 

82 

19 

113 

(*) 

607 

Germany,  Federal  Republic 
of 

225 

Greece 

13 

C) 

49 
10 

4 

15 
1 

174 

Iceland    _  

31 

Ireland ._ 

113 

Italy 

111 

(•) 

2 

18 

130 

Lieclitenstein ..  .  ... 

(*) 
66 

Netlierlands 

66 

25 

27 

67 

424 

344 

163 

Norway . 

4 

55 

146 

16 

29 

Portugal 

3 

198 
144 

19 

105 

Spain _  . 

411 

Turkey.. 

39 

623 

United  Kingdom ... 

494 
(*) 

3,149 
20 

3,987 
629 

Yugoslavia 

61 
19 

264 

142 

European  Atomic  Energy 
Community .. 

39 

European  Coal  and  Steel 
Community 

73 

(*) 

73 

Nortli  Atlantic  Treaty  Or- 
ganization (Maintenance 
Supply  Services  Agency).. 

(•) 

Total  Western  Europe... 

710 

1,505 

713 

48 

178 

1,161 

3,169 

7,484 

Other  Europe: 
Czechoslovakia... . 

5 

7 

15 
195 

5 

Hungary 

7 

Poland 

16 

56 

86 

Soviet  Union.. 

195 

Total  other  Europe 

16 

56 

222 

293 

Asia: 
Afghanistan . 

32 

15 

24 

5 

150 

1,538 

43 

161 

47 

Burma 

8 

5 

19 

999 

15 

23 

1 

33 

Ceylon 

10 

China-Taiwan .. 

28 

266 

86 

25 

5 

58 

274 

2 

3 

62 

17 

116 

3 

33 

24 

334 

India 

2,858 
177 

Indonesia 

Iran . 

2 

8 
11 

243 

Iraq . 

16 

Israel 

158 

163 
103 

12 

391 

Japan 

409 

787 

Jordan 

1 
37 

4 
16 

(*) 
708 
40 

2 

Korea..  . 

(*) 

21 

58 

Lebanon 

2 
(*) 

6 

Malaysia 

16 

Nepal .. 

2 
216 

7 

2 

Pakistan 

22 
45 

9 
3 

955 

Philippines . .  . 

.- 

(*) 

-..._. 

96 

Ryukyu  Islands 

17 

Saudi  Arabia 

2 

3 

51 

79 

2 

Svria... 

7 
4 

(*) 

10 

Thailand 

23 

77 

Vietnam 

1 

79 

Total  Asia 

868 

3,033 

1,571 

82 

45 

607 

9 

6,215 

Latin  America: 
Argentina 

281 

34 

723 

181 

69 

64 

30 

245 

273 

181 

2 

8 

44 

30 

11 

347 

Bolivia 

4 

76 

Brazil. 

1 

1,014 

Chile 

(*) 
2 

33 

si 

517 

Colombia 
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Table  105. — Outstanding  indebtedness  of  foreign  countries  on  U.S.  Government 
credits  {exclusive  of  indebtedness  arising  from  World  War  I)  as  of  June  30,  1965, 
by  area,  country,  and  major  program ' — Continued 

[In  millions  of  dollars] 


Under 
Export- 
Import 

Bank 
Act 

Under 

foreign 

assistance 

(and 

related) 

acts 

Under  Agricultural 
Trade  Development 
and  Assistance  Act 

Lend- 
lease, 
surplus 
property, 
and 
grant 
settle- 
ments 2 

Other 
credits 

Area  and  country- 

Loans  of  foreign 
currencies 

Long- 
term 
dollar 
credits 

Total 

To 
foreign 
govern- 
ments 

To 
private 
enter- 
prises 

Latin  America— Continued 
Costa  Rica 

16 
36 

5 
11 

5 

5 
27 

1 

19 

34 

Cuba 

36 

Dominican  Republic 

37 
39 
17 
14 

5 
14 

1 
29 
14 
26 
15 
42 

12 
4 

(*) 

55 

Ecuador 

6 

1 

61 

El  Salvador 

23 

Guatemala 

19 

Haiti 

(*) 

32 

Honduras 

15 

Jamaica -.. 

1 

Mexico 

205 
6 

15 
7 

73 

11 
3 

26 

11 

("*) 

245 

Nicaragua 

20 

Panama...  

41 

Paraguay 

4 
15 

1 
1 

(*) 
2 

27 

Peru 

133 

Trinidad  and  Tobago 

11 

Uruguay 

15 
SO 

4 

1 

(*) 

19 

Venezuela .  ... 

106 

Central  American  Bank  for 
Economic  Integration 

4 

Unspecified  Latin  America.  . 

22 

7 

29 

Total  Latin  America 

1,764 

1,163 

133 

6 

60 

8 

3,135 

Africa: 
Cameroon 

3 

3 

Congo  (Brazzaville) 

(*) 
4 
8 

(*) 

Ethiopia. 

26 
9 
2 

1 

32 

Ghana. 

17 

Guinea 

9 

Ivory  Coast 

2 

(*) 

1 
2 
1 

3 

Kenya 

2 

Liberia 

70 

7 

6 

(*) 

230 

5 

19 

96 

Libya 

6 

Mali 

(*) 

Morocco 

13 

243 

Nigeria 

2 

(*) 
3 

7 

Senegal 

(*) 

Sierra  Leone... 

1 

4 

Somali  Republic 

1 

1 

South  Africa. 

19 

19 

Sudan.. 

10 

5 

59 

1 

76 
5 

(*) 

10 

Tanzania 

5 

O 

11 

(*) 

73 

Uganda 

1 

United  Arab  Republic 

27 

418 

(*) 

521 

Unspecified  Africa 

5 

Total  Africa . 

137 

446 

442 

1 

6 

19 

1,051 

Oceania: 
Australia . 

1 
1 

1 

New  Zealand 

1 

(*) 

2 

Total  Oceania 

2 

1 

(*) 

3 

United  Nations 

107 

107 

Unspecified 

27 

27 

Total  all  areas 

3,497 

6,230 

2,859 

137 

289 

2,017 

3,285 

18,315 

1  Includes  estimates  for  the  U.S.  dollar  equivalent  of  receivables  denominated  in  other  than  dollars  and/or 
payable  at  the  option  of  the  debtor  in  foreign  currencies,  goods,  or  services.  The  total  amount  of  such  esti- 
mates approximates  $5,158,000,000. 

'  Data  on  lend-lease,  surplus  property,  and  settlements  for  grants  include  $609,000,000  for  settlements  for 
grants  and  $1,500,000  for  surplus  property  credits  administered  by  Federal  agencies  other  than  the  Treasury 
Department  and  not  Included  in  the"Status  of  accounts  under  lend-lease  and  surplus  property  agreements" 
in  table  106.  Data  exclude  about  $88,000,000  in  defaulted  short-term  "cash"  credits  and  deferred  and  other- 
wise past-due  Interest. 

•Less  than  $500,000. 

Source. — U.S.  Department  of  Commerce,  Office  of  Business  Economics,  from  information  made  available 
by  operating  agencies. 
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786   19  65  REPORT  OF  THE  SECRETARY  OF  THE  TREASURY 

Table  109. — Borrowing  authority  and  outstanding  issues  of  Government  corporations 
and  other  business-type  activities  whose  securities  are  issued  to  the  Secretary  of  the 
Treasury,  June  30,  1965 

[In  millions  of  dollars.    On  basis  of  daUy  Treasury  statements] 


Corporation  or  activity  ' 


Borrowing 
authority 


Outstand- 
ing securi- 
ties hield  by 
Treasury 


Unused 
borrowing 
authority 


Agency  for  International  Development: 

Mutual  defense  program — economic  assistance 

Foreign  investment  guaranty  fmid 

India  emergency  food  aid 

Loan  to  Spain 

Commodity  Credit  Corporation 

Export-Import  Bank  of  Washington 

Federal  Deposit  Insurance  Corporation 

Federal  home  loan  banks 

Federal  National  Mortgage  Association: 

Management  and  liquidating  fmictions 

Secondary  market  operations 

Special  assistance  functions 

Federal  Savings  and  Loan  Insurance  Corporation 

Housmg  and  Home  Finance  Admmistrator: 

College  housing  loans 

Flood  insurance 

Public  facility  loans 

Urban  mass  transportation  fund 

Urban  renewal  fund 

Panama  Canal  Company 

Public  Housing  Administration 

Rural  Electrification  Administration 

Saint  Lawrence  Seaway  Development  Corporation 

Secretary  of  Agriculture,  Farmers  Home  Admmistration: 

Rural  housing  loan  program 

Direct  loan  account 

Agricultural  credit  insurance  fund 

Secretary  of  Commerce: 

Area  Redevelopment  Administration,  area  redevelopment  fund. 

Maritime  Admin.,  Federal  ship  mortgage  insurance  fund 

Secretary  of  tlie  Interior,  Bureau  of  Mines: 

Development  and  operation  of  helimn  properties 

Secretary  of  the  Treasury  (Federal  Civil  Defense  Act  of  1950,  as 

amended) 

Smithsonian  Institution: 

John  F.  Kennedy  Center  parking  facilities 

Tennessee  Valley  Authority 

U.S.  Information  Agency,  informational  media  guaranties  fund 

Veterans'  Administration  (veterans'  direct  loan  program) 

Virgin  Islands  Corporation 

Defense  Production  Act  of  1950,  as  amended: 

General  Services  Admmistration 

Secretary  of  Agriculture 

Secretary  of  the  Interior,  Defense  Minerals  Exploration  Admin. 

Unallocated 

D.C.  Commissioners,  stadium  sinking  fund,  Armory  Board,  D.C.. 

Total 


662 

199 

23 

27 

14, 500 

6,000 

3,000 

1,000 

902 
2,250 
3,368 

750 

2,875 

500 

600 

50 

1,000 

10 

1,500 

5,137 

140 

663 

598 

3  106 

300 
45 

36 

K*) 

15 

6  150 

28 

1,996 

1 

1,959 
86 
36 
19 
'1 


662 


23 

27 

13,  111 

513 

881 

1,018 

1,983 

195 

575 

199 


4,075 
124 

551 

598 

86 


1,389 
5,487 
3,000 
1,000 

20 

2  2,  250 

2,350 

750 

892 

500 

405 

50 

425 

10 

1,500 

1,062 

16 

113 


20 
300 


50, 493 


5 
22 


14 


(*) 


95 

22 

1,730 

1 

1,945 
78 
33 


28, 354 


(*) 


15 

55 

6 

266 


14 
8 
3 

19 


22, 139 


♦Less  than  $500,000. 

1  Excludes  authorizations  to  borrow  from  the  public;  also  excludes  authorizations  to  expend  from  public 
debt  receipts  for  subscriptions  to  capital  stock  of  the  following  agencies:  International  Bank  for  Recon- 
struction and  Development,  $6,350  million;  International  Monetary  Fund,  $2,325  million;  International 
Finance  Corporation,  $35  million;  and  certain  Government  corporations,  $1,207  million.  In  addition,  the 
authorized  credit  to  the  United  Kingdom,  of  which  $3,149  million  is  outstanding,  has  Ijeen  excluded. 

2  The  balance  shown  represents  unused  portion  of  authorization  to  expend  from  public  debt  receipts 
available  for  loans  to  the  secondary  market  operations  fund  without  further  action  by  Congress.  Because 
of  the  borrowing  and  capital  structure  of  the  fund,  the  maximum  it  could  borrow  from  the  Treasury  without 
adjusting  its  other  borrowing  or  its  capital  structure  as  of  June  30, 1S65,  would  be  as  follows: 

Borrowing  authorized  (10  times  capital  plus  surplus) $3,751,596,436 

Securities  outstanding -1,797,494,000 

Unused  balance  of  borrowing  authorized 1,954,102,436 

3  Includes  amount  due  Treasury  and  restored  borrowing  authority  previously  withdrawn.  Authority 
to  borrow  from  the  Treasury  is  indefinite  in  amount.  Fmids  may  be  borrowed  as  needed  to  carry  out 
provisions  of  an  act  approved  Aug.  8,  1961  (7  U.S.C.  1929(e)). 

*  Authority  to  borrow  from  the  Treasury  is  indefinite  in  amount.  Funds  may  be  borrowed  as  netxicd  to 
purchase  insured  defaulted  mortgages  as  provided  by  an  act  approved  July  15,  1958  (46  U.S.C.  1275(b)). 

5  Borrowing  authority  of  $249.9  million  was  administratively  cancelled  during  the  fiscal  year  1965.  Re- 
maining authority  as  of  June  30,  1965,  amounting  to  .$33,909.22  is  equal  to  the  outstanding  securities. 

6  Represents  amount  of  interim  securities  outstanding  which  may  be  issued  to  the  Secretary  of  the  Treas- 
ury under  specified  conditions  as  provided  by  an  act  approved  Aug.  6,  1959  (16  U.S.C.  831n-4(c)). 

'  Funds  may  be  borrowed  from  the  Secretary  of  the  Treasmy  imder  certain  conditions  as  provided  by 
an  act  approved  July  28,  1958  (2  D.C.  Code  1727). 
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Table  110. — Description  of  securities  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  SO,  1965 


[On  basis  of  daily  Treasury  statements 

,  see  "Bases  of  Tables"] 

Title  and  authorizing  act 

Date  of  issue 

Date  payable ' 

Rate 
of  in- 
terest 

Principal 
amount 

Agency  for  International  Development: 
Act  of  Apr.  3,  1948,  as  amended: 

Note  of  Administrator  (ECA) 

Notes  of  Administrator  (ECA) 

Act  of  June  15,  1951: 
Notes  of  Director  (MSA) 

May  26,  1951  _._. 
Various  dates... 

Feb.  6,  1952 

June  30,  1977 

June  30,  1984 

Dec.  31,  1986 

Percent 

I'S 

2 

$27, 082,  218.  00 
662,111,352.97 

22, 995,  512. 59 

Total 

712  189  083  56 

Various  dates... 
do 

Julv  31,  1965 

"do      .  - 

334 
4 

Commodity  Credit  Corporation,  act  of 
Mar.  8,  1938,  as  amended: 

Notes,  Series  Seventeen-1965 

Notes,  Series  Seventcen-1965  

1,  220,  000,  000.  00 
11  275  000  000  00 

Notes,  Series  Seventeen-1965 . 

do 

..     .do 

616,  000,  000.  00 

Total 

13  111,000  000.00 

Various  dates... 

Jan.  4,  1965 

June  30,  1959 

Dec.  31,  1965 

.Tunc  30,  1972 

June  30,  1977 

2S8 
3 

2% 

E.xport-Import  Bank  of  Washington,  act 
of  July  31,  1945,  as  amended: 
Notes,  Series  1965 

99, 300,  000.  00 
215  100  000  00 

Note,  Series  1972 

Note,  Series  1977  .                  

198.  700,  000.  00 

Total 

513. 100, 000.  00 

Junel,  1961 

Various  dates 

Julv  1,  1962 

Apr.  2,  1965 

July  1,  1965 

Various  dates 

Julv  1,  1967 

July  1,  1969 

3% 

3^i 
41.6 

Federal  National  Mortgage  Association, 
act  of  Aug.  2,  1954,  as  amended: 
Management    and    liquidating    func- 
tions: 
Note,  Series  C 

9,  020,  000. 00 

Notes,  Series  C 

594  960.000.00 

Note,  Series  C       .     .          .     

270.  ISO.  000.  00 

Note,  Series  C 

7,  000,  000.  00 

Subtotal                                    

881, 160,  000.  00 

Various  dates 

do 

....do 

Various  dates 

do 

.  ..  do 

3^ 

Special  assistance  functions: 

Notes,  Series  D,  subseries  BMR 

Notes,  Series  D  and  subseries  BMR._ 
Notes,  Series  D.  .  . 

131,822,000.00 

14,  460, 000. 00 

113, 020, 000.  00 

Notes,  Series  D ._    ._ 

do 

do 

233, 060, 000.  00 

Notes,  Series  D 

do 

do 

525,  570, 000.  00 

Subtotal...    

1, 017, 932. 000.  00 

Total  Federal  National  Mortgage 
Association 

1, 899, 092, 000.  00 

Jan.  22,  1963 

do 

Julv  1,  1976 

July  1,  1977 

July  1,  1978 

July  1,  1980 

July  1,  1981 

July  1,  1983 

Julv  1,  1984 

do 

2% 

Housing  and  Home  Finance  Administra- 
tor: 
College  housing  loans,  act  of  Apr.  20. 
1950,  as  amended: 
Note,  Series  CH          

299,  375, 000.  00 

Note,  Series  CH 

181, 143, 000.  00 

Note,  Series  CH 

Note,  Series  CH 

do 

do 

283,  071, 000. 00 
258, 026, 000.  00 

Note,  Series  CH  .    . 

do 

301.  010, 000.  00 

Note,  Series  CH 

June  30,  1963 

June  30,  1964 

Jan.  28,  1965 

550, 143, 000. 00 

Note,  Series  CH 

95, 000, 000.  00 

Note,  Series  CH 

15, 000, 000. 00 

Subtotal ... 

1, 982, 768, 000.  00 

Nov.  30,  1961.... 
Sept.  18,  1964_._- 

June30,  1963 

June  30,  1964 

Dec.  3,  1964 

July  31,  1973 

July  1,  1976 

July  1,  1977 

June  30,  1978 

Julv  1,  1979 

3Mo 

3Vg 
3,1^ 

Public  facility  loans,  act  of  Aug.  11, 
1955: 
Note,  Series  PF 

47, 710, 400. 00 

Note,  Series  FF 

70,  000, 000. 00 

Note,  Series  PF 

50, 858,  000.  00 

Note,  Series  PF...     

25, 000, 000.  00 

Note,  Series  PF 

1,  000, 000. 00 

Subtotal 

194, 568, 400.  00 

Footnotes  at  end  of  table. 
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Table  110. — Description  of  securities  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  30,  1965 — ^Continued 


Title  and  authorizing  act 

Date  of  issue 

Date  payable  ' 

Rate 
of  in- 
terest 

Principal 
amount 

Housing  and  Home  Finance  Administra- 
tor—Con. 
Urban  renewal  fund,  act  of  July  15, 
1949,  as  amended: 
Notes - 

Various  dates 

...  do     . 

Various  dates 

do  .. 

Percent 

4 

Ws 

ZH 

3H 

3 

4^8 

5 

$55,  000,  000.  00 

Notes 

85, 000, 000.  00 
215  000  000  00 

Notes                            --  -.  --      -  -- 

do 

do 

Note 

June  30,  1960 

June  30,  1961 

Dec.  31,  1962 

Dec.  31,  1958 

June  30,  1965 

May  25,  1964 

Dec.  31,  1965 

Dec.  31,  1966 

June  30,  1968 

Dec.  31,  1968 

Dec.  31,  1970 

May  1,  1998 

25,  000,  000.  00 

Note 

55, 000,  000. 00 

Note 

40, 000,  000.  00 

Note               -      

60,  000, 000. 00 

Note 

40,  000,  000.  00 

Definitive  note 

240, 000.  00 

Subtotal.  .                      

575, 240, 000.  00 

Total  Housing  and  Home  Finance 
Administrator     .  .           . 

2,  752, 576,  400  00 

Various  dates 

Various  dates... 

do 

do 

Various  dates 

Dec.  31,  1965 

Dec.  31,  1966 

Various  dates... 
do  .      - 

2 

254 

•2% 
3 

■iVs 
3M 

3?  8 

3H 

m 

4 
4M 

Rural    Electrification    Administration, 
act  of  May  20,  1936,  as  amended: 
Notes  of  Administrator 

4, 075, 000, 735. 12 

St.     Lawrence     Seaway    Development 
Corp.,    act    of    May    13,    1954,    as 
amended: 
Revenue  bonds .- 

500, 000.  00 

Revenue  bonds 

Revenue  bonds . ..  _ 

900,  000.  00 
5, 100, 000.  00 

do... 

7,800,000  00 

Revenue  bonds       -    

do 

do 

do 

8, 200, 000.  00 

do 

do 

24, 600,  000.  00 

Revenue  bonds _ 

do 

15, 900,  000.  00 

-  do  . 

..      do 

9  900,000.00 

Revenue  bonds     .  .- .. 

do.... 

do-.. 

31, 100,  000  00 

do....    

do 

4, 600, 000.  00 
2,  500,  000.  00 

Revenue  bonds.  

do 

do 

.      do    . 

-.      do 

6  600  000.00 

Revenue  bonds 

do  ... 

do 

5, 276,  050.  53 

do 

do 

700,  000.  00 

Total 

123, 676, 050.  53 

Various  dates... 
do 

Various  dates... 

do 

do 

do 

do 

334 

3Ji 
4 

4^ 
4H 

Secretary  of  Agriculture,  Farmers  Home 
Administration: 
Rural  housingloan  program,  act  of  Aug. 
7,  1956,  as  amended: 
Notes.  

15,  000,  000.  00 

Notes 

Notes 

Notes. 

120,  717.  972.  54 
220,  000,  000.  00 
130,  000.  000.  00 

Notes .  ... 

do 

65,  000,  000.  00 

Subtotal  -- 

550,  717,  972. 54 

Various  dates. . . 

Feb.  21,  1962 

Mav  28,  1962 

Various  dates... 

June  30,  1966 

..     .do ... 

3 
4 

m 

Direct  loan  account,  acts  of  July  8, 1959, 

June  29,  1960,  and  Juno  30,  1961: 

Notes 

280,  500,  000.  00 

Note 

37, 500,  000.  00 

Note 

8,  000,  000.  00 

Note 

June  30,  1964 

June  30,  1965 

June  30,  1969 

June  30,  1970 

4, 963, 355.  49 

Note 

266. 996,  251. 85 

Subtotal .. 

597, 959,  607. 34 

June  30,  1961.... 
do 

June  30,  1966 

June  30,  1967 

June  30,  1968 

do""""""' 

33^ 

3h 
3H 
4 

Agricultural  credit  insurance  fund,  act 
of  Aug.  14,  1946,  as  amended: 
Note 

1,  400,  000.  00 

Notes 

27, 135,  000.  00 

Notes 

June  30,  1963 

Various  dates... 
do 

2,  060,  000.  00 

Notes 

775,  000.  00 

Notes 

17,  075,  000.  00 

Notes .            .         .  .  .. 

-      .do.... 

June  30,  1969 

do 

20,  375,  000.  00 

Notes 

do 

17,  670,  000.  00 

Subtotal - 

86,  490,  000.  00 

Total  Secretary  of  Agriculture 

1,  235, 167, 679. 88 

Footnotes  at  end  of  table. 
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Table  110. — Description  of  securities  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  SO,  1965 — Continued 


Title  and  authorizing  act 

Date  of  issue 

Date  payable  ' 

Rate 
of  in- 
terest 

Principal 
amount 

Secretary  of  Commerce,  Maritime  Ad- 
ministration: 
Federal  ship  mortgage  insurance  fimd, 
act  of  July  15,  1958: 
Note  -  -           

Mar.  18,  1963.... 
July  30,  1963 

Mar.  18,  1968.... 
July  30,  1968 

Percent 
3H 

.$4, 976,  000.  00 
330  000  00 

Note 

Total 

5, 305,  000.  00 

Various  dates... 
do . 

Sept.  13,  1985-.. 
do-.. 

4H 

Sccrctaryofthelnterior,  Bureau  of  Mines: 
Development  and  operation  of  helium 
properties,  act  of  Sept.  13,  1960: 
Notes 

17,  500,  000.  00 
4, 500,  000.  00 

Notes.  .         .  . 

Total  .              

22,  000,  000.  00 

July  1,  1964 

Various  dates... 

Oct.  27,1948 

do 

July  1,  1969 

Various  dates... 

June  30,  1986 

do 

4 

4 

Ws 
2 

2^ 
2H 

2h 

3 

3J/8 
38, 

334 
4 

Secretary  of  the  Treasury,  Federal  Civil 
Defense  Act  of  1950,  as  amended: 
Note,  Series  FCD 

33,  909.  22 

Tennessee  Valley  Authority,  act  of  Aug. 
6, 1959: 
Advances 

95,  000,  000.  00 

U.S.  Information  Agency: 
Informational  media  guaranties  fund, 
act  of  Apr.  3,  1948,  as  amended: 

Note  of  Administrator  (EGA) 

Note  of  Administrator  (EGA)    

1,410,000.00 
1, 305, 000.  00 

Note  of  Administrator  (EGA) _ 

do 

do 

2,272,610.67 

Note  of  Administrator  (EGA) 

Note  of  Administrator  (EGA) 

Note  of  Administrator  (EC  A) 

Jan.  24,  1949 

do 

do 

-.    do     .. 

do 

do 

do 

...    do .. 

775,  000.  00 

75, 000.  00 

302, 389.  33 

1,865,000.00 

Note  of  Administrator  (EGA)      

do 

do 

1, 100,  000. 00 

Note  of  Administrator  (EGA) 

do 

do 

510,  000.  00 

Note  of  Administrator  (EGA) 

.  do 

...  do 

3,431,548.00 

Note  of  Administrator  (EGA)    . 

do - 

do 

do 

495, 000.  00 

Note  of  Administrator  (EGA) 

do 

220,  000.  00 

Note  of  Administrator  (EGA) 

Notes  of  Administrator  (EGA) 

Notes  of  Administrator  (EGA) 

Notes  of  Admmistrator  (EGA) 

do 

Various  dates 

do__ 

Aug.  12, 1959...- 

do 

Various  dates 

do 

June  30,  1989 

2, 625, 960.  00 

3,451,000.00 

1,234,332.67 

983, 300.  00 

Total 

22, 056, 140.  67 

Various  dates . . . 
do 

....  do 

Indefinite 

do 

do 

23/4 

2y, 
3 

33^ 
314 

'SVs 

m 
414 
41^ 
49/s 
w% 
4 

Veterans'  Administration  (veterans'  di- 
rect loan  program),  act  of  Apr.  20, 
1950,  as  amended: 

88, 342,  741.  00 

Agreements 

Agreements 

53, 032,  393.  00 
102, 845, 334.  00 

Agreements.  .  .      . .  ..  .  - 

do 

do 

118,  763,  868.  00 

Agreement 

Dec.  31, 1956 

....  do 

49,  736, 333.  00 

Agreements 

Mar.  29,  1957 

do 

49, 768,  442.  00 

Agreement.. .... 

June  28.  1957 

Apr.  7,1958 

Various  dates. 

do 

do 

do 

49, 838,  707. 00 

Agreement 

49, 571, 200.  00 

Agreements 

315, 945, 113.  00 

Agreements .      . . 

do 

do 

99,  889, 310. 00 

Agreements 

do. 

do 

392,344,555.00 

Agreements 

do 

do 

109, 387, 321.  00 

Agreements 

do 

do 

99, 909, 137.  93 

Agreement 

Feb,  5,  1960 

do 

20,  000,  000.  00 

Aereeraent..             .      ..  ._ 

Apr.  1,  1960 

do 

20,  703,  541.  07 

Agreements 

Various  dates 

do. 

110, 000,  000.  00 

Total 

1, 730,  077, 996.  00 

Virgin  Islands  Corporation,  act  of  Sept. 
2.  1958,  as  amended: 
Notes ..  --.  

Various  dates. .. 
do 

Various  dates... 

do 

do 

3m 
3~A 

4 

4J'S 

450,  000.  00 

Notes           .                    --  - 

110, 000.  00 

Notes                                                  -     - 

do 

631, 100.  00 

Note 

Sept.  30.  1959..^. 

Oct.  15,  1959 

Feb.  24,  I960.... 

Sept.  30,  1979.. -_ 

Oct.  15,  1979 

Feb.  24,  1980 

10, 000.  00 

Note 

600.  00 

Note 

23,  400. 00 

Total  

1, 225, 000.  00 

Footnotes  at  end  of  table. 
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Table  110. — Description  of  seoirities  of  Government  corporations  and  other  business- 
type  activities  held  by  the  Treasury,  June  30,  1965 — Continued 


Title  and  authorizing  act 

Date  of  issue 

Date  payable  ' 

Rate 
of  in- 
terest 

Principal 
amount 

Defense    Production    Act    of    1950,    as 
amended: 
General  Services  Administration: 

Notes  of  Administrator,  Series  D 

Notes  of  Administrator,  Series  D 

Notes  of  Administrator,  Series  D 

Notes  of  Administrator,  Series  D 

Notes  of  Administrator,  Series  D 

Notes  of  Administrator,  Series  D 

Various  dates... 

do 

do 

do 

do 

do 

Various  dates... 

do 

do 

do 

do 

do 

Percent 

3% 

33,^ 

4 

4^ 

$155,000,000.00 
334,  000,  000.  00 
15.5,000,000.00 
165,000.000.00 
845,  700.  000.  00 
290,  000, 000.  00 

Subtotal -_  ...  

1,944,700.000.00 

Various  dates 

July  1,  1963 

Various  dates 

Various  dates 

July  1.  1968 

Various  dates 

3?^ 

33/4 

4 

Secretary  of  Agriculture: 

Notes 

Note 

Notes - 

13,590.016.49 

2,  540,  931.  33 

62,  321, 621.  82 

Subtotal 

78, 452,  569  64 

Various  dates... 
Aug.  31,  1956. _. 
Nov.  19,  1956. 

Various  dates... 

July  1,  1966 

...    do     .. 

3 
3^ 

3K 

3?4 

3^8 
3^8 

Secretary    of    the    Interior,    Defense 
Minerals  Exploration  Administra- 
tion: 
Notes 

6,000,000.00 
1, 000,  000.  00 

Note 

Note 

1, 000, 000.  00 

Note 

Jan   30,  1957 

do 

1  000  000  00 

Note..     . 

Apr.  22,  1957 

Oct.  11,  1957 

Jan.  17,  1958 

do 

July  1,  1967 

do 

1  000  000  00 

Note 

1, 000, 000.  00 

1,000,000.00 

20,935,000.00 

Note 

Notes 

Various  dates 

Various  dates.-. 

Subtotal 

32, 935, 000.  00 

Total  Defense  Production  Act  of 
1950,  as  amended 

2, 056,  087,  569.  64 

Nov.  30,  1964.... 
June  1,  1965 

When  funds  are 

available. 
..  -  do 

2,% 
4 

District  of  Columbia  Commissioners: 
Stadium  sinking  fund.  Armory  Board, 
D.C.,    act    of    Sept.    7,    1957,    as 
amended: 
Note 

415, 800,  00 
415, 800. 00 

Note 

Total 

831,600  00 

Total  securities  ^ 

28,354,419,064.62 

•  Securities  may  be  redeemed  at  any  time. 

2  These  securities  vi^ere  issued  to  the  Treasury  in  exchange  for  advances  by  the  Treasury  from  public  debt 
receipts  under  congressional  authorization  for  specified  Government  corporations  and  business-type  activi- 
ties to  borrow^  from  the  Treasury. 
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Table  111. — Summary  statements  of  financial  condition  oj  Government  corporations 
and  other  business-type  activities,  June  30,  1965 

[In  thousands  of  dollars.    On  basis  of  reports  received  from  activities] 


Account 


Assets 

Cash  in  banks,  on  hand,  and  in  transit.  _ 
Fund  balances  with  the  U.S.  Treasury  '. 
Investments: 

Public  debt  securities  (par  value) 

Securities  of  Government  enterprises 

Unamortized  premium,  or  discount 
(-)— 

Other  securities 

Advances  to  contractors  and  agents: 

Government  agencies 

Other 

Accounts  and  notes  receivable: 

Government  agencies 

Other  (net) 

Inventories -- 

Allowance  for  losses  (— ) 

Accrued  interest  receivable: 

On  public  debt  securities 

On  securities  of  Government  enter- 
prises  - 

Other 

Loans  receivable: 

Government  agencies - -. 

Other:  U.S.  dollar  loans 

Foreign  currency  loans. 

Allowance  for  losses  (— ) 

Acquired  security  or  collateral  (net) 

Land,  structures,  and  equipment 

Accumulated  depreciation  (— ) 

Foreign  currencies 

Other  assets  (net) 

Total  assets. 

Liabilities 

Accounts  payable: 

Government  agencies 

Other 

Accrued  liabilities: 

Government  agencies 

Other 

Advances  from: 

Government  agencies 

Other 

Trust  and  deposit  liabilities: 

Government  agencies 

Other... 

Bonds,  debentures,  and  notes  payable: 

Government  agencies 

Other:  Guaranteed   by   the    United 

States - 

Not  guaranteed  by  the  United 

States 

Other  liabilities  (Including  reserves) 

Total  liabilities 

Footnotes  at  end  of  table. 


Administrative  budget  funds 


Public 
enterprise 
revolving 

funds 


175,  062 
6, 191, 190 

2,  068,  995 
133,381 

-8, 896 
293, 508 

4,848 
12,972 

320, 789 

794, 091 

5, 347, 590 

-972, 896 

12, 578 

2,004 
185, 884 

49,  900 

17,671,524 

1,119,776 

-549, 569 

894, 341 

6,021,908 

-1,747,832 

461 

2, 940, 556 


2  40,962,164 


89, 671 
550, 506 

760, 165 
192, 854 

95 
1,503 

210, 586 
169, 252 

142, 873 

431,114 

225, Oil 
4, 933, 784 


7, 707, 415 


Intragov- 

ernmental 

revolving 

funds 


3,558 
2, 918, 885 


8,357 
67, 953 

816, 679 

92, 360 

6, 007, 925 

-147 


622, 448 
-265, 415 


164, 406 


10, 437, 009 


336, 879 
455, 937 

998 
147, 686 

1, 639, 776 
7,343 

2,818 
367 


398,370 


2. 990. 174 


General 

and  special 

funds 


1,434 
5,955,321 

3,606 


(*) 
5, 724, 208 

5,048 
16, 290 

121,053 
2,118,485 
6,877,344 


15 

738, 560 
522, 943 


10, 074, 922 

3, 802, 150 

-14,827 

308 

8, 350, 092 

-3, 639, 229 

840, 198 

3,  085, 288 


2  44,583,209 


211,748 
797, 329 

12,478 
151,550 

39, 810 
18 

34, 563 
15,342 


1, 181, 994 


2,444.832 


Trust  funds 


Trust 

revolving 

funds 


6 
248, 001 

444, 545 
5,993 

-6, 331 
2 


54, 798 
1, 999 

482 


4,315 

214 
9,710 


2, 091, 556 


-57,617 

5,200 

890 

-244 


14, 891 


2, 818, 407 


424 
55, 826 

1,307 
18, 469 


1 
22, 400 


1,797,494 
14, 538 


1, 910, 457 


Govern- 
ment- 
sponsored 
enterprises 


84, 248 
55, 570 

4, 970, 568 


-28,811 
6,000 


12 

1,832 

51 


37, 815 


86,399 

3,450 
9, 205, 781 


-13, 022 

369 

10, 179 

-1,815 


21,  058 


14,439,684 


4,950 
2, 250 

3 
123, 152 


180 
1,174,976 

3,450 


7,991,225 
238, 662 


9, 538, 848 
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Table  111. — Summary  statements  of  financial  condition  of  Government  corporations 
and  other  business-type  activities,  June  SO,  1965 — Continued 
[In  thousands  of  dollars] 


Administrative  budget  funds 

Trust  funds 

Account 

Public 
enterprise 
revolving 

funds 

Intragov- 

ernmental 

revolving 

funds 

General 

and  special 

funds 

Trust 

revolving 

funds 

Govern- 
ment- 
sponsored 
enterprises 

Net  Inyestment 

U.S.  interest: 

Interest-bearing  investment: 

100,  000 

22,  709, 928 

1, 496, 395 

1,041,000 

15, 620, 918 

1, 603, 341 

1, 739, 165 

-10, 665, 219 

-390, 779 

Borrowings  from  tlie  U.S.  Treasury. 

5,337,942 

Noninterest-bearing  investment: 

50,000 

184, 113 

590, 688 

406, 972 

6, 331, 437 

117, 738 

27, 482, 307 

2, 669, 787 

12,  587, 604 

-3,067,335 

-2, 871, 927 

Capitalization  of  assets  (net) 

Accumulated  net  income,  or  deficit 
(_)                       

44, 818 

3, 007, 741 

Deposits  of  general  and  special  fund 
revenues  (— )- 

Total  U.S.  interest 

33, 254,  749 

7, 446, 835 

42, 138, 377 

94, 818 

3, 191, 854 

Trust  and  private  interest: 

247,  044 
93,  392 

472, 695 

1, 434, 062 

Accumulated  net  income,  or  deficit 
(-) 

274, 919 

Total  trust  and  private  interest... 

813, 132 

1,708,982 

Total  liabilities  and  investment.. 

40,  962, 164 

10, 437, 009 

44,583,209 

2, 818,  407 

14,439,684 

*Less  than  $500.  .  ,        ,         ,   .      ,     ^  ^         •     ^     ,  •  u 

1  Consist  mainly  of  unexpended  balances  of  general,  special,  and  revolving  fund  accounts  against  which 
checks  may  be  drawn  to  pay  proper  charges  under  these  funds.  The  funds  are  considered  assets  of  the 
agencies  but  not  of  the  U.S.  Govenmient  since  funds  must  be  provided  out  of  cash  balances  of  the  Treas- 
urer of  the  United  States  and  future  receipts  to  take  care  of  checks  to  be  issued  against  the  balances. 

2  Includes  foreign  currency  assets,  representing  loans  and  other  receivables  recoverable  in  foreign  currencies 
in  U  S  depositaries  aggregating  $5,835  iniUion  in  dollar  equivalent.  These  currencies,  acquired  primarily 
without  dollar  payments,  were  generated  under  various  Government  programs,  but  principally  the 
Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as  amended,  and  the  Mutual  Security  Acts, 
as  amended  Dollar  equivalents  are  computed  for  reporting  purposes  to  provide  a  common  denominator 
for  the  currencies  of  the  many  countries  involved.  Foreign  currencies  on  hand  and  on  deposit  and  loans 
under  section  104(e)  of  the  Agricultural  Trade  Development  and  Assistance  Act  of  1954,  as  amended,  are 
stated  at  the  rates  as  of  June  30,  1965,  at  which  the  United  States  could  purchase  currencies  on  the  market 
for  regular  operating  purposes.  Other  loans  are  stated  at  the  rates  at  which  they  are  to  be  repaid  or  at  rates 
in  effect  when  the  loans  were  extended.  Currencies  that  are  dollar  denominated  or  guaranteed  as  to  rate 
of  exchange  are  stated  at  rates  specified  in  the  agreements. 

Note  —Business-type  activities  reporting  pursuant  to  Department  Circular  No.  966,  Issued  Jan.  30, 1956. 
Statements  of  financial  condition  by  type  of  fund,  department,  and  agency  are  pubhshed  quarterly  in  the 
monthly  Treasury  Bulletin. 
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Table  112. — Statement  of  loans  outstanding  of  Government  corporations  and  other 

business-type  activities,  June  30,  1965 

[In  thousands  of  dollars] 


U.S.  dollar  loans 

Type  of  loan  and  lending  agency  « 

Total 

Public 
enterprise 
revolving 

funds 

Certain 

other 

actiTities 

Foreign 

currency 

loans  2 

To  Aid  Agriculture 

Loans  to  cooperative  associations: 
Farmers  Home  Administration: 
Direct  loan  account..  .  _  _  _        

42,  551 
4,  072, 259 

3  2, 494, 386 

1,502 
104, 702 

39,  527 

108, 626 
345, 813 
664,  566 

17,  018 

719,  674 

1,108 

16, 904 

42,  551 

Rural  Electrification  Administration 

4,  072, 259 

Crop,  livestock,  and  commodity  loans: 

Commodity  Credit  Corporation ... 

3  2, 494, 386 

1,502 
104, 702 

39,  527 

108,  626 
345, 813 

Farmers  Home  Administration: 
Direct  loan  account               .      ..                  

Emergency  credit  revolving  fund 

Storage  facility  and  equipment  loans: 

Commodity  Credit  Corporation     ..        ._    

Farm  mortgage  loans: 

Farmers  Home  Administration: 
Agricultural  credit  insurance  fund...  

Direct  loan  account 

Rural  housing  and  other  loans 

664,  566 

Other  loans: 

Economic  opportunity  loan  fund: 
Loans  to  aid  farmers  and  rural  families 

17,018 

719,  674 
1,108 

Farmers  Home  Administration: 
Direct  loan  account     . 

Rural  housing  for  the  elderly  revolving  fund 

Rural  liousing  and  other  loans 

16, 904 

Total  to  aid  agriculture 

8,  628,  635 

3, 874, 907 

4,  753,  729 

To  Aid  Homeowners 

Mortgage  loans: 

Federal  Housing  Administration        _. 

145, 656 

1,019,175 

1,116,638 

224, 404 

3,643 

159 
206 

1,115,070 
9,965 

29,  885 
494,  052 

145, 656 

1,  019, 175 

1,116,638 

224,  404 

3,643 

159 
206 

1, 115,  070 
9,965 

29, 885 
494,  052 

Federal  National  Mortgage  Association: 
Management  and  liquidating  functions 

Special  assistance  functions ._.  . 

Federal  Savings  and  Loan  Insurance  Corporation.. 

Housing  and  Home  Finance  Administrator: 
Community  disposal  operations  fund 

Interior  Department: 
Bureau  of  Indian  Affairs: 
Liquidation  of  Hoonah  housing  project 

Public  Housing  Administration 

Veterans'  Administration: 
Direct  loans  to  veterans  and  reserves . 

Loan  guaranty  revolving  fund _  .. 

Other  loans: 

Veterans'  Administration: 
Direct  loans  to  veterans  and  reserves 

Loan  guaranty  revolving  fund ..- 

Total  to  aid  homeowners  .  . 

4, 158, 854 

4, 158, 854 

To  Aid  Industry 

Loans  to  railroads: 

Expansion  of  defense  production: 
Treasury  Department 

8,539 

14,  076 

4,781 

20,  373 
86,  516 

8,055 
8,206 

6,766 
2,128 
6,551 

8,539 

Other  purposes: 
Interstate  Commerce  Commission     ..      

14, 076 

4.781 

Treasury  Department: 
Miscellaneous  loans  and  certain  other  assets 

Ship  mortgage  loans: 

Commerce  Department: 
Federal  ship  mortgage  insurance  fund    .      .  _  ._ 

20,373 

Maritime  Administration 

86,  516 

Other  loans: 

Expansion  of  defense  production: 
Interior  Department  _     _ 

8,055 
8,206 

6,766 
2,128 
5,551 

Treasury  Department 

Defense  production  guarantees: 
Air  Force  Department ..  

Army  Department                   ..      .. 

Navy  Department 

Footnotes  at  end  of  table. 
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Table  112. — Statement  of  loans  outstanding  of  Government  corporations  and  other 

business-type  activities,  June  30,  1965 — Continued 

[In  thousands  of  dollars] 


U.S.  dollar  loans 

Type  of  loan  and  lending  agency  i 

Total 

Public 
enterprise 
revolving 

fimds 

Certain 

other 

activities 

Foreign 

currency 

loans  2 

To  Aid  Ixdustry— Continued 
Other  loans— Continued 
Other  purposes: 
Commerce  Department: 
Area  Redevelopment  Administration: 
Area  redevelopment  fund                     

103, 753 
379 

2,500 

5,981 
1,750 

851, 950 

679 

103, 753 
379 

2,500 
5,981 

Federal  ship  mortgage  insurance  fund 

Housing  and  Home  Finance  Administrator: 
Urban  mass  transportation  fund 

Interior  Department: 
Bureau  of  Commercial  Fisheries: 
Fisheries  loan  fund         .                _.    .. 

Office  of  Minerals  Exploration 

1,750 

Small  Business  Admin  stration: 
Revolving  fund  (lending  operations) 

851,  950 

Treasury  Department: 
Miscellaneous  loans  and  certain  other  assets 

679 

Total  to  aid  Industry.    .             .        . 

1, 131, 983 

1, 024, 182 

107, 801 

To  Aid  Education 

Health,  Education,  and  Welfare  Department: 
Office  of  Education: 
Loans  to  institutions  and  nonprofit  schools 

7,542 

534,262 

13, 242 

1, 926, 461 

7,542 

534, 262 

13, 242 

Loans  to  students  in  institutions  of  higher  edu- 
cation    -  - 

Public  Health  Service: 
Loans  to  institutions  and  nonprofit  schools 

Housing  and  Home  Finance  Administrator: 

College  housing  loans        .  .             _      

1, 926,  461 

Total  to  aid  education 

2,481,507 

1, 926,  461 

555, 046 

To  Aid  States,  Territories,  etc. 

Commerce  Department: 

Area  Redevelopment  Administration: 
Area  redevelopment  fund 

22, 298 

58, 012 

4,512 

183, 776 

6, 532 

195,  784 

90, 421 

15,412 

566 

58,871 

138, 250 

22,  298 

General  Services  Administration: 

Public  Works  Administration  (in  liquidation)     .  .. 

58, 012 
4,512 

Health,  Education,  and  Welfare  Department: 
Public  Health  Service 

Housing  and  Home  Finance  Administrator: 

Public  facility  loans ___ 

183, 776 

6,532 

195, 784 

Liquidating  programs 

Urban  renewal  fund 

Interior  Department: 

Bureau  of  Reclamation 

90, 421 

15,  412 
566 

Office  of  Territories: 
Alaska  public  works          - 

National  Capital  Planning  Commission 

Public  Housing  Administration 

58,871 

Treasury  Department: 

Miscellaneous  loans  and  certain  other  assets 

138, 250 

Total  to  aid  States,  Territories,  etc -  - 

774, 435 

467, 262 

307, 173 

Foreign  Loans 

Military  assistance  credit  sales: 
Defense  Department: 
Air  Force  Department      - 

5,619 
44,045 
29,357 

503, 170 

1, 633, 148 

279, 499 

5,619 
44,045 
29, 357 

Army  Department 

Navy  Department 

Other  purposes: 

Agency  for  International  Development: 
Alliance  for  Prosress.  develonment  loans 

503, 170 

1, 633, 148 

279,499 

Development  loans 

Development  loan  fund  liquidation  account 

i,ii9,776 

Footnotes  at  end  of  table. 
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Table  112. — Statement  of  loans  outstanding  of  Government  corporations  and  other 
business-type  activities,  June  SO,  1966 — Continued 


U.S.  dollar  loan.s 

Type  of  loan  and  lending  agency  ' 

Total 

Public 
enterprise 
revolving 

funds 

Certain 

other 

activities 

Foreign 

currency 

loans  2 

Foreign  Loans— Continued 
Other  purposes— Continued 

Agency  for  International  Development— Con. 
Loans  to  U.S.  firms  and  domestic  or  foreign  firms 
in  foreign  countries .      _  _  

137,  084 
3,  665,  066 

All  other  loans...  -.     -  _  .  . 

1,  669,  952 

69 

4  3,  511,  880 

3, 154, 130 

1, 669, 952 
69 

Commerce  Department: 
Maritime  Administration.  

Export-Import  Bank  of  Washington: 
Regular  lending  activities..  -  .        

4  3,  511, 880 

Treasury  Department: 
Miscellaneous  loans  and  certain  other  assets 

3, 154, 130 

Total  foreign  loans. .  . -  . 

10,  830,  868 

5,  927,  696 

4,  903, 172 

4  091  926 

Other  Loans 

General  Services  Administration: 

Surplus    property    credit    sales    and    liquidation 
activities -.  .      .. . 

100,  251 

94,  927 
6,894 

10 

23,  709 

597 

156,  765 

107,  074 

33 
45 

964 
4,233 

23 
4,889 

92 

100,  251 

Housing  and  Home  Finance  Administrator: 

Housing  for  the  elderly . __ 

94,  927 
6,894 

Liquidating  programs 

Interior  Department: 

Bureau  of  Indian  Affairs: 
Loans  for  Indian  assistance    . 

10 

Revolving  fund  for  loans ._. 

23,  709 
597 

156,  765 

Public  Housing  Administration.  ._  . 

Small  Business  Administration: 

Revolving  fund  (lending  operations) .  ... 

State  Department: 

Loans  to  United  Nations .  

107,  074 

Treasury  Department: 

Federal  Farm  Mortgage  Corporation  liquidation 
fund -  -  ...  -           

33 

Miscellaneous  loans  and  certain  other  assets  ...  . 

45 
964 

Veterans'  Administration: 

Insurance  appropriations  policy  loans  .     

Service-disabled  veterans'  insurance  fund          ...  . 

4,233 
23 

4,889 
92 

Soldiers'  and  sailors'  civil  relief  _ .  ^ 

Veterans'  special  term  insurance  fund.     . 

Vocational  rehabilitation  revolving  fund     .  .    ... 

Total  other  loans    .  _    

500,  507 

292, 163 

208, 344 

Totalloans  5 

6  28,506,789 

17,  671,  524 

'  10,  835,  265 

4  921  9''6 

1  Includes  purchase  money  mortgages,  mortgages  purchased  from  insured  lending  institutions  to  prevent 
default,  and  similar  long-term  paper  held  by  the  agencies.  Prior  to  June  30,  1960,  these  assets  had  been 
classified  as  accounts  and  notes  receivable  or  other  assets.  This  table  excludes  interagency  loans  and  those 
made  by  deposit  and  trust  revolving  funds. 

2  The  dollar  equivalents  of  these  loans  are  computed  for  reporting  purposes  at  varying  rates.  Where 
the  loan  agreements  stipulate  a  dollar  denominated  figure,  the  loans  outstanding  are  generally  valued  at 
the  agreement  rates  of  exchange.  Loans  executed  in  units  of  foreign  currency  are  valued  at  the  market 
rates  (i.e.,  the  rates  of  exchange  at  which  the  Treasury  sells  such  currencies  to  Government  agencies). 

3  Certificates  of  interest  in  the  amount  of  $419  million,  issued  against  certain  of  these  loans,  v^rere  out- 
standing as  of  June  30,  1965. 

<  Participation  certificates  in  the  amount  of  $1,022  million,  issued  against  certain  of  these  loans,  were  out- 
standing as  of  June  30,  1965. 

'  Excludes  World  War  I  funded  and  unfunded  indebtedness  of  foreign  governments,  and  World  War  II 
indebtedness  of  foreign  govermnents  involving  lend-lease  articles,  surplus  property  sales  agreements,  and 
certain  other  credits  shown  in  table  105. 

'  Does  not  include  foreign  currency  loans. 

'  Includes  loans  in  the  amount  of  $760  million  excluded  from  table  111. 

Note. — The  Treasury  Bulletin  for  November  1965  contained  on  pp.  154-5,  a  table  by  years  beginning 
with  1955  showmg  loans  outstanding  including  those  by  deposit  and  trust  revolving  funds.  Statistical 
statements  of  financial  condition  by  agencies  as  of  June  30,  1965,  were  published  in  the  same  issue.  State- 
ments of  income  and  expense,  and  source  an<i  application  of  funds  by  agencies  as  of  June  30,  1965,  were 
published  in  the  Treasury  Bulletin  for  December  1965. 
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Table  113. — Dividends,  interest,  and  similar  earnings  received  by  the  Treasury 
from  Government  corporations  and  other  business-type  activities,  fiscal  years  1964 
and  1966 


Agency  and  nature  of  earnings 


Amounts 


1964 


1965 


Agency  for  International  Development: 

Development  loan  fund  liquidation  account,  earnings 

Mutual  defense  program— economic  assistance,  interest  on  borrowlngs. 

Clvil  Service  Commission,  investigations,  earnings 

Commerce  Department: 

National  Bureau  of  Standards,  working  capital  fund,  earnings 

Maritime  Administration,   Federal  ship  mortgage  insurance  fund. 

Interest  on  borrowings 

Commodity  Credit  Corporation: 

Interest  on  capital  stock 

Interest  on  borrowings 

Export-Import  Bank  of  Washington: 
Regular  activities: 

Dividends 

Interest  on  borrowings 

Farm  Credit  Administration: 

Banks  for  cooperatives,  franchise  tax 

Federal  tntennediate  credit  banks,  franchise  tax 

Farmers  Home  Administration: 

Rural  housing  loan  program, interest  on  borrowings 

Direct  loan  account,  interest  on  borrowings 

Agricultural  credit  Insurance  fimd.  Interest  on  borrowings 

Federal  National  Mortgage  Association: 
Management  and  liquidating  functions: 

Earnings 

Interest  on  borrowings 

Secondary  market  operations: 

Dividends 

Interest  on  borrowings 

Special  assistance  functions.  Interest  on  borrowings 

Federal  Prison  Industries,  Inc.,  earnings 

General  Services  Administration: 

Buildings  management  fund,  earnings 

Federal  telecommunications  fund,  earnings 

General  supply  fund,  earnings 

Working  capital  fund,  earnings 

Government  Printing  Office,  earnings 

Housing  and  Home  Finance  Administrator: 

College  housing  loans.  Interest  on  borrowings 

Public  facility  loans,  interest  on  borrowings 

Urban  renewal  fund,  interest  on  borrowings 

Interior  Department: 
Bureau  of  Reclamation: 

Colorado  River  Dam  fund,  Boulder  Canyon  project,  interest 

Upper  Colorado  River  storage  project.  Interest 

Virgin  Islands  Corporation: 

Interest  on  appropri  ations  and  pald-m  capital 

Interest  on  borrowings 

Labor  Department: 

Farm  labor  supply  revolving  fund,  repayment  of  earnings 

Office  of  Economic  Opportimity: 

Economic  opportunity  loan  fund,  interest  on  appropriations 

Panama  Canal  Company,  Interest  on  net  direct  investment  of  the  Gov- 
ernment  

Public  Housing  Administration,  low  rent  public  housing  program  fund, 

interest  on  borrowings 

Rural  Electrification  Administration,  interest  on  borrowings 

St.  Lawrence  Seaway  Development  Corp.,  interest  on  borrowings 

Secretary  of  the  Treasury  (Federal  Civil  Defense  Act  of  1950,  as  amended) , 

interest  on  borrowings 

Small  Business  Administration,  interest  on  appropriations 

Tennessee  Valley  Authority: 

Earnings.- 

Interest  on  borrowings 

Treasury  Department: 

Federal  Farm  Mortgage  Corp.  liquidation  fund,  dividends 

U.S.  Information  Agency,  informational  media  guaranties  fund,  interest 
on  borrowings 


$19, 780. 494. 19 

13,112,241.37 

17, 655. 80 


263, 067.  57 

3, 375. 000.  00 
195,  793,  746.  09 


50, 000. 000. 00 
34,381,031.87 

2, 170, 282.  79 
2, 731, 557. 23 

16.860,645.96 

12.018.972.73 

2, 296. 044. 33 


15. 000. 000. 00 
42,051.742.74 

3, 887, 804. 35 

90. 634.  53 

57, 358, 122. 03 

4, 000, 000. 00 

2, 958, 080.  84 


6,  862, 324.  26 

114,932.20 

6,731,791.17 

41,393,954.75 
3,540,311.31 
5, 343, 592.  54 


2, 945, 942. 87 


355, 305.  28 
47, 868. 88 


10,894.217.87 

2.099.014.02 

74. 202. 686. 96 

2, 952, 363. 24 

7, 651.  92 
26,521.070.71 

40,206.431.91 
694, 644. 38 

411,299.98 

621.848.00 


$8,491,548.78 

12, 538, 946.  83 

5, 203. 39 

63. 268. 22 

352. 907. 43 

3,625,000.00 
455, 236, 493.  75 


50, 000, 000.  00 
15,139,091.63 

1,  873. 609.  52 
3, 093, 150. 30 

19,  799.  764. 16 

13, 805, 468. 15 

2, 762,  728.  91 


15,000.000.00 
36. 838. 176. 94 

2.  712, 844.  52 

1. 260.  656.  59 

50, 033.  712. 11 

4. 000, 000.  00 

898, 750.  86 

1,998.337.46 

4. 802. 170. 98 

66. 906.  06 

8, 003. 282.  89 

48, 968, 488.  66 
4, 902. 842,  95 
5. 894. 658. 10 


2,  857, 
751, 

358, 
47, 

399. 

124. 

11.335. 

187. 

77. 489, 

4, 000. 

4, 
30,  740, 

42,  599, 
2. 395. 

279. 

656, 


153.  08 
635.  00 

154.  04 
868. 88 

197. 99 

230. 30 

731.95 

065. 17 
648. 33 
000. 00 

198.  03 
195. 05 

978.  53 
518. 94 

243.  60 

068.05 
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Table  113. — Dividends,  interest,  and  similar  earnings  received  by  the  Treasury 
from  Government  corporations  and  other  business-type  activities,  fiscal  years  1964 
and  1966 — Continued 


Agency  and  nature  of  earnings 


Amounts 


1964 


1965 


Veterans '  Administration: 

Canteen  service  revolving  fund,  profits 

Direct  loans  to  veterans  and  reserves,  interest  on  borrowings 

Rental,  maintenance,  and  repair  of  quarters,  profits 

Supply  fund,  earnings 

Defense  Production  Act  of  1950,  as  amended: 

General  Services  Administration,  interest  on  borrowings 

Secretary  of  Agriculture,  interest  on  borrowings 

Secretary  of  the  Interior  (Defense  Minerals  Exploration  Administra- 
tion), interest  on  borrowings 

Secretary  of  the  Treasury,  interest  on  borrowings 

D.C.   Commissioners,  stadium  sinking  fund,  Armory  Board,   D.C., 
Interest  on  borrowings 


$1, 500, 000.  00 

48. 795, 130.  25 

384. 61 

172,  774.  67 

153, 023, 671.  29 
282, 931. 33 


$1, 119, 679.  00 

36,324,414.84 

243.  50 


987, 139.  79 
27, 366. 18 


111,475,844.26 
12,114,621.82 

1, 357, 200.  00 


6,  611.  53 


Total. 


908, 883, 774.  79 


1, 108,  792, 511.  08 


Government  Losses  in  Shipment 

Table  114. — Government  losses  in  shipment  revolving  fund,  June  SO,  1965 

[Established  July  8,  1937,  under  authority  of  the  Government  Losses  in  Shipment  Act,  as  amended 

(5  U.S.C.  134-134h)] 

SECTION  I— STATUS  OF  FUND 


Transactions 

Cumulative 

tlirough  June 

30, 1964 

Fiscal  year 
1965 

Cumulative 

tlirough  June 

30,  1965 

Receipts: 
Appropriations -  - 

$1, 352, 000. 00 
91, 803. 13 

50, 000.  00 

100, 000.  00 

525, 000.  00 

-■  486,  274. 64 

3,924.32 

$1, 352, 000. 00 

Transferred  from  securities  trust  fund  pursuant  to: 
5  U.S.C.  134b... 

91,803.13 

Transferred  from   the  account   "Unclaimed   partial 
payments  on  U.S.  savings  bonds"  pursuant  to: 
Public  Law  85-354 ..      -      . 

50, 000.  00 

Public  Law  86-561 

100, 000.  00 

Public  Law  87-575 

525, 000.  00 

Recoveries  of  pa^^nents  for  losses 

$377.34 

486, 651. 98 

Repayments  to  tiie  fund 

3,924.32 

Total  receipts 

2, 609, 002.  09 

377. 34 

2, 609, 379. 43 

Expenditures: 
PajTnent  for  losses ..      ._. 

2,384,941.94 
92.57 

44,  210.  04 

2.429,151.98 

Otlipr  paj-nipnts  (rpfnnds,  p.te.) 

92.67 

Total  expenditures    . 

2,385,034.51 

44, 210.  04 

2, 429,  244.  55 

Balance  In  fund 

'  223, 967. 58 

-43,832.70 

180, 134. 88 

•■  Revised. 

Note.— This  statement  excludes  contingent  liabilities  for  pending  claims  against  the  fund  as  of  June 
30, 1965,  totalhig  $15,237.52. 
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Table  114. — Government  lossesi  n  shipment  revolving  fund,  June  30, 1965 — ^Continued 

SECTION  II— AGREEMENTS  OF  INDEMNITY  ISSUED  BY  THE  TREASURY 

DEPARTMENT 


Agreements  of  indemnity  ' 

Number 

Amount 

Issued  throueh  June  30.  1964                                                -          -           -- 

1, 859 
13 

$3,451,996.55 

Issued  during  the  fiscal  year  1965 

229, 076.  03 

Total  issued                                                                  _                           - 

1,872 
32 

3,681,072.58 

Canceled  through  June  30,  1965                         .        .  _  

1, 056, 192. 03 

In  force  as  of  June  30.  1965 

1,840 

2, 624, 880.  55 

1  The  Government  has  not  sustained  any  actual  monetary  loss  in  connection  with  its  liability  imder 
these  agreements  of  indemnity. 

SEGTON  III— CLAIMS  MADE  AND  SETTLED 


Claimis 


Number 


Amount 


Received  t 

Through  June  30,  1964 

During  fiscal  year  1965  and  processed  by: 

Bureau  of  Accounts 

Bureau  of  the  Public  Debt 


Total  claims  received  through  June  30,  1965. 


Settled: 

Through  June  30, 1964 

During  fiscal  year  1965  and  processed  by: 
Bureau  of  Accounts: 

For  payment  out  of  the  fund 

For  credit  in  appropriate  accounts  

Without  payment  or  credit 

Bureau  of  the  Public  Debt: 

For  payment  out  of  the  fund: 

U.S  savings  bonds  redemption  cases 

Armed  Forces  leave  bonds  redemption  cases 

Without  payment  or  credit,  U.S.  savings  bonds  redemption 
cases 


Total  claims  settled  through  June  30, 1965. 
Unadjusted  as  of  June  30, 1965  ' 


Total. 


7,290 

149 
111 


7,550 


S,  757, 018. 07 

84,  962.  73 
33, 418. 90 


7,550 

8, 875, 399.  70 

7,265 

8,  746,  768.  76 

29 

105 

4 

14, 620.  07 

58,  538. 83 

3, 442.  49 

112 
1 

29, 408.  09 
181.  88 

7 

5, 332.  49 

7,523 

27 

8, 858, 292.  61 
17, 107. 09 

8, 875, 399.  70 


>  Includes  claims  in  process  of  adjustment  by  the  Bureau  of  the  Public  Debt. 


TABLES 
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Table   115. — Number  of  employees  in  the  departmental  and  field  services  of  the 
Treasury  Department  quarterly  from  June  30,  1964,  to  June  30,  1965  ^ 


Organizational  unit 


Office  of  the  Secretary  2 

Comptroller  of  the  Currency,  Office  of. . 

Customs,  Bureau  of 

Engraving  and  Printing,  Bureau  of 

Fiscal  Service: 

Accounts,  Bureau  of 

Public  Debt,  Bureau  of  the 

Treasurer   of  the    United    States, 

Office  of  the 

Internal  Revenue  Service 

Mint,  Bureau  of 

Narcotics,  Bureau  of 

U.S.  Coast  Guard 

U.S.  Savings  Bonds  Division 

U.S.  Secret  Service 

Total  civilian  employees 

Military  employees— U.S.  Coast  Guard 

Grand  total 


June  30, 
1964 


»786 
1,540 
9,125 
2,938 

1,664 
2,107 

1,001 
59,  357 

1,190 
429 

5,229 
543 
839 


86,  748 
32, 248 


118, 996 


Sept.  30, 
1964 


804 
1,  524 
9,224 
2,898 

1,616 
2,101 

965 

58, 362 

1,287 

423 
5,150 

544 

849 


85,  747 
32,241 


117, 988 


Dec.  31, 
1964 


■804 
1,527 
9,215 
2,864 

1,579 
2,049 

958 

58, 292 

1,353 

422 
5,069 

541 

851 


85,  524 
31, 824 


117,348 


March  31, 
1965 


795 
1,581 
9,333 
2,902 

1,539 
2,027 

953 

*  65, 532 

1,425 

425 

5,151 

534 

922 


83,119 
31, 672 


124,  791 


June  30, 
1965 


834 
1,687 
9,567 
2,996 

1,518 
2,014 

994 

60, 360 

1,485 

444 
5, 322 

548 

992 


88,  761 
31,  776 


120, 537 


Increase  or 
decrease  (—) 

since 
June  30, 1964 


48 
147 
442 

58 

-146 
-93 

-7 

1,003 

295 

15 

93 

5 

153 


2,013 
-472 


1,541 


1  Actual  number  of  employees  on  the  last  day  of  month  and  any  intermittent  employees  who  vrorked  at 
any  time  during  the  month. 

2  Includes  Office  of  the  Assistant  Secretary  for  International  Affairs. 

3  Includes  four  employees  (Office  of  Defense  Lending)  transferred  to  the  Bureau  of  Accounts  on  July  1, 
1964,  by  authority  of  Treasury  Order  No.  185-2,  dated  June  24,  1964. 

*  Includes  seasonal  employees. 


INDEX 


A 

Page 

Accounting  and  financial  reporting,  Government 99 

Accounts,  Bureau  of 98-104 

Adjusted  service  certificate  fund.     See  Public  debt:  Matured. 

Advisorv  committees 465-81 

Agency  for  International  Development 61,  782,  783,  786,  787,  794-5,  796 

Agriculture,  Department  of 502-3,  512,  514,  524,  538,  729-30,  740-1 

Air  Force,  Department  of: 

Defense  production  guarantees 505,  793 

Expenditm-es 495,497,504-5,525 

Aircraft  and  passengers  entering  United  States.     See  Customs:    Carriers 
and  persons  entering  the  United  States. 

Alien  property  activities,  interfund  transactions 520 

Armed  Forces  leave  bonds.     See  Public  debt;  Matured. 
Army,  Department  of: 

Defense  production  guarantees 505,  793 

Expenditures 491,  493,  495,  497,  504-5,  525,  731 

Asian  Development  Bank xviii-xix 

Assistant  Secretary  of  the  Treasury  Surrey: 

Statement  on  Excise  Tax  Reduction  Act  of  1965: 

June  8,  1965 347-50 

Assistant  Secretary  of  the  Treasury  Trued : 

Congressional  testimony,  list  of  other  than  that  reprinted  herein 448 

Remarks  on  international  financial  and  monetary  afl'airs: 

May  18,  1965 408-12 

Atomic  Energy  Commission,  expenditures 508,  513,  515,  525,  538,  741 

Automatic  data  processing 70,  99,  100,  105,  121 

B 

Balance  of  payments: 

Background 278-9,285-9,370-8,399-402 

Comparative  figures 51,374-6,400,768-9 

Foreign  currencies  held  by  the  United  States 765 

Gold  and  dollar  movements xxiv,  52-3 

International  liquidity 386-99,406-7 

Measures  to  improve 352-7,  373-8,  408-12,  442-3 

Policy xxiii-xxv,  402-3,  412-16 

President's  10-point  voluntary  program --__  xviii, 

xxiv,  49,  50-1,  296,  372,  376-8,  442-3 
Banks  for  cooperatives.     <See  Farm  Credit  Administration. 

Bases  of  tables  and  description  of  accounts  relating  to  cash  operations 485-7 

Bills,  Treasury: 

Limitation,  statutory.     See  Public  debt:  Statutory  limit. 

Matiu"ed  outstanding,  June  30 588,  629-33 

One-year  and  other: 

Allotments 666-7 

Issues  and  redemptions 598,  599,  602,  603,  610-13,  629-33,  634-65 

Outstanding 557,  564-6 

Press  releases 1 89-94 

Regular  weeklv: 

Issues  and  redemptions 598,  599,  602,  603,  610-13,  629-33,  634-65 

Outstanding 557,562,564-6 

Strip 26,  189,610,636,666-7 

Summary,  1965  issues 195-9 

Tax  anticipation: 

Allotments 666-7 

Issues  and  redemptions 598,  599,  602,  603,  611,  612,  631,  633,  639-65 

Outstanding 557,629,630 
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Bonds,  U.S.  Government: 

Adjusted  service  (matured).     See  Public  debt:  Matured. 

Armed  Forces  leave  (matured) .     See  Public  debt :  Matured.  Page 

Circulars 172-8 

Depositary : 

Issues  and  redemptions 598,  599,  604,  605,  618,  637-65 

Outstanding 557,563,576 

Excess  profits  tax  refund.     See  Public  debt :   Debt  bearing  no  interest. 

Foreign  currency  series: 

Issues  and  redemptions 598,  599,  604,  605,  615-16,  634-63 

Outstanding 557,563,574-6 

Foreign  series: 

Issues  and  redemptions 598,  599,  615,  640 

Outstanding 557,563,574 

Investment  series: 

Issues  and  redemptions 604,  605,  618-19,  637-65 

Outstanding 557,563,576-7 

Limitation,  statutory.     See  Public  debt:  Statutory  limit. 

Panama  Canal  (matured) 557,622 

Postal  savings  (matured) 557,  588,  622 

RE  A  series: 

Issues  and  redemptions 598,  599,  604,  605,  618,  637-65 

Outstanding 557,563,576 

Retirement  plan 557,  563,  576,  598,  599,  604,  605,  618,  637-65 

Savings: 

1966  rate  increase xxviii 

Exchanges 671 

Outstanding 557,563,577-80,670-3 

Payroll  savings  plan xxviii,  156,  333-6 

Regulations  amended  and  revised 236-73 

Sales  and  redemptions 604,  605,  617-18,  636-65,  670-5 

State  sales  of  Series  E  and  H 676 

Special: 

U.N.  Children's  Fund,  Special  Fund,  and  FAO  World  Food  Pro- 
gram  559,  563,  589,  602,  603,  608,  633 

Treasury : 

Allotments 182-8,  666-7 

Exchanges 172,   176 

Issues  and  redemptions 598, 

599,  602,  603,  604,  605,  614-15,  617,  622-4,  634-65 

Outstanding 557,  562,  563,  567-73,  577 

Prices  and  yields 681-3 

Summary,  1965  issues 179-81 

Budget: 

Administrative: 

Estimates 6-10,  536-8 

Receipts  and  expenditures 3,  4-6,  10-11,488,  500-11,  524-5,  528-31 

Refunds  of  receipts 498,  500,  538 

Surplus  or  deficit 4,  488,  511,  538 

Receipts  from  and  payments  to  the  public 13-14,  534-5 

C 

Canal  Zone: 

Government  receipts  and  expenditures 505,  519 

Postal  Savings  System 557,  594,  700 

Cash  income  and  outgo.     See  Budget:  Receipts  from  and  payments  to  the 

public. 
Certificates  of  indebtedness,  U.S.  Government: 
Foreign  currency  series: 

Issues  and  redemptions 598,  599,  604,  605,  615,  643 

Foreign  series: 

Issues  and  redemptions 598,  599,  604,  605,  615,  634-64 

Outstanding 557,  563,  573-4 

Limitation,  statutory.     See  Public  debt:  Statutory  limit. 
Regular  series : 

Issues  and  redemptions 602,  603,  628-9 

Tax   anticipation   series    (matured)    and    tax  series    (matured).     See 
Public  debt:  Matured. 
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Certificates  of  indebtedness,  U.S.  Government — Continued 

Treasury:  Page 

Issues  and  redemptions 598,  599,  604,  605,  616,  637-64 

Outstanding 557,  563,  577 

Charts : 

Administrative  budget,  1956-65 4 

Changes  in  public  debt  lioldings  by  investor  classes 20 

Market  yields,  1960-65 - 18 

Organization  of  the  Treasury  Department,  December  9,  1965 xv 

Ownership  of  the  Federal  debt,  June  30,  1965 30 

Circulars,  Department,  Numbers: 

10-64,  July  9,  1964,  Treasury  bonds  of  1987-92 172-6 

1-65,  January  28,  1965,  Treasury  notes.  Series  E-1966 165-7 

2-65,  April  29,  1965,  Treasury  notes.  Series  A-1966 167-9 

3-65,  April  29,  1965,  Treasury  bonds  of  1974 176-8 

Civil  Service  Commission: 

Employees  health  benefits  fund 515,  540,  704 

Employees'  life  insurance  fund 515,  533,  540,  706-7 

Investments 517,  698 

Receipts  and  expenditures 509,  513,515,  532,  533 

Retired  employees  health  benefits  fund 515,  540,  705 

Retirement  and  disability  fund 513, 

515,  520,  526,  563,  580-1,  600,  601,  606,  607,  619,  698,  701-3 

Clearing  account 488 

Coinage  developments,  1965:  background,  recommendations,  and  legislation,  xix, 

93,  131-2,  302-20 

Coins  (see  also  Coinage  developments,  1965): 

Coinage  Act  of  1965 316-20 

In  circulation,  issued,  and  stock 133-4,  690,  693,  695,  696 

Production  by  U.S.  mints 132-3,  134 

Commerce,  Department  of: 

Borrowing  authority 786 

Earnings  and  interest  paid  to  Treasury 796 

Investments 517 

Loans  outstanding 793,  794,  795 

Receipts  and  expenditures 503,  524,  538,  730- 1,741 

Securities  held  by  the  Treasury 782,783,789 

Commercial  banks: 

Depositaries  for  receipt  of  public  moneys 101,  111 

Security  holdings  (governmental) 33,  685,  686 

Tax  and  loan  accounts,  Treasury 689 

Commodity  Credit  Corporation: 

Borrowing  authority 786 

Interest  paid  to  the  Treasury 519,  796 

Loans  outstanding 793 

Receipts  and  expenditures 503,  521,  524,  729,  740 

Securities  held  by  the  Treasury 782,  783,  787 

Comptroller  of  the  Currency,  Office  of  the 73-5 

Congressional  testimony  by  Treasury  officials,  other  than  that  reprinted 

herein 297,321,336,447-8 

Consolidated  cash  statement.     See  Budget:  Receipts  from  and  payments 
to  the  public. 

Coombs  reports 417-39 

Corporation  income  taxes.     See  Taxation. 

Corporations  and  other  business-type  activities  of  the  U.S.  Government: 

Borrowing  authority 786 

Dividends,  interest,  etc.,  paid  to  Treasury 796-7 

Loans  outstanding 793-5 

Securities : 

Held  bv  the  Treasury 782-4,786-90 

Held  outside  the  Treasury 489,  560,  592-3,  784-5 

Market  transactions  (net) 518,  561 

Public  enterprise  revolving  funds,  receipts  and  expenditiues 521-2 

Review  for  1965 14-15,791-2 

Counterfeiting 1 58-62 

Cumulative  sinking  fund.     See  Public  debt:  Retirements. 

Currency.     See  Coins;  Money;  Paper  currency;  Silver. 
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Customs  (see  also  Enforcement) :  Page 

Advisory  committee 470 

Appropriations  and  expenditures 551 

Bureau  of xix,  78-9 1 

Carriers  and  persons  entering  the  United  States 753-4 

Collections  and  refunds 82,  490,  492,  494,  496,  498,  524,  537,  550,  551 

Drawback  transactions 752 

Imports 752 

Marine  activities 84-6 

Treasury  order  concerning 462 

D 

Daily  Statement  of  the  United  States  Treastiry 485 

Debentures,  guaranteed  called 200-5 

Debt  management.     See  Public  debt:  Management. 
Defense,  Department  of: 

Expenditures 504-5,  514,  525,  538 

Loans  outstanding 794 

Receipts  and  expenditures 512,  521,  731,  742 

Defense  lending 103 

Defense  Production  Act  of  1950,  as  amended,  operations 103, 

782,  784,  786,  790,  797 

Deposit  fund  accounts 516,  526,  540 

Depositaries  for  Government  (see  also  Tax  and  loan  accounts) 101,  111 

Deputy  Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Volcker: 
Remarks  on: 

Debt  management: 

March  9,  1965 - 333-6 

International  financial  and  monetary  affairs: 

June  8,  1965 412-16 

Director  of  Practice,  Office  of  the 91-2 

District  of  Columbia: 

Armory  Board  stadium  bonds 560,  563,  592 

Federal  aid  payments  to 729-5 1 

Interf und  transactions 520 

Investments 541,  698 

Judicial  retirement  and  survivors  annuit}^  fund 101,  698 

Receipts  and  expenditures 511,  513,  525,  526,  538,  539,  540 

Stadium  fund 699,782,784,786,790,797 

Teachers'  retirement  and  annuity  fund 699,  703 

Domestic  Gold  and  Silver  Operations,  Office  of: 

Administrative  report 92-3 

Director  Howard,  statement  on  silver  policy: 

June  8,  1965 312-16 

E 

Economic  Opportunity,  Office  of 501,  521,  732,  742,  796 

Electronic  data  processing.     See  Automatic  data  processing. 

Enforcement  activities: 

Customs,  Bureau  of 87-9,  755-6 

Internal  Revenue  Service 122-5 

Narcotics,  Bureau  of 139-40 

U.S.  Coast  Guard 147 

U.S.  Secret  Service 158-62 

Engraving  and  Printing: 

Bureau  of 93-8 

Deliveries  of  currency,  securities,  and  stamps 757 

Postage  stamps,  new  issues 756 

Exchange  Stabilization  Fund: 

Agreements 53,  439-40,  442,  444,  772 

Certificates 557,  563,  582,  600,  601,  606,  607,  619 

Financial  operations 699,  770-2 

Excise  taxes.     See  Taxation:  Excise  taxes. 

Executive  Office  of  the  President,  receipts  and  expenditures 501,  524,  538 
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Expenditures  (see  also  Budget;  Public  enterprise  funds;  Trust  and  other 

accounts) :  Page 

1789-1965 491,493,495,497 

Administrative  budget 10-11,488,  501-11,  524-5 

Estimates 11,  13,  538,  539-40 

Federal  aid  to  States  by  States  and  programs 729-51 

Interfund  transactions 495,  497,  511,  525 

Major  functions,  expenditures  by 528-31 

Payments  to  the  public 534 

Export-Import  Bank  of  Washington: 

Borrowing  authority 786 

Earnings  paid  to  Treasury 519,  796 

Expenditures 509,  525 

International  financial  transactions 60-1 

Loans  outstanding 795 

Securities  held  by  the  Treasury 782,  787 


Farm  Credit  Administration 510,  516,  517,  518,  532,  561,  699,  783,  796 

Farmers  Home  Administration: 

Borrowing  authority 786 

Expenditures ^ 503 

Interest  paid  to  Treasury 519,  796 

Investments 699 

Loans  outstanding 793 

Securities  held  by  the  Treasury 782,  783,  788 

Federal  aid  to  States,  1965  payments 729-51 

Federal  Aviation  Agency 508,  525,  538,  731 

Federal  Civil  Defense  Act  of  1950,  as  amended  (Secretary  of  the  Treasury), 

operations 103,  782,  784,  786,  789,  796 

Federal  debt  (see  also  Charts;  Federal  securities) 19,  30,  330,  489,  556,  562 

Federal  Deposit  Insurance  Corporation 516, 

517,  532,  557,  563,  582,  600,  601,  606,  607,  698,  786 

Federal  disability  insurance  trust  fund 499,  512,  514,  517,  526,  532,  533,  538, 

539,  540,  541,  557,  563,  582,  600,  601,  606,  607,  619,  698,  708-9 
Federal  employees.     See  Civil  Service  Commission:    specific  funds;  Judi- 
cial survivors  annuity  fund;  State  Department:    Foreign  service  retire- 
ment and  disability  fund. 

Federal  Farm  Mortage  Corporation  (in  liquidation) 518,  560,  795,  796 

Federal  home  loan  banks 516,  517, 

518,  532,  558,  561,  563,  582,  600,  601,  606,  607,  619,  699,  786 

Federal  hospital  insurance  trust  fund,  estimates 538,  539,  540 

Federal  Housing  Administration..   509,  517,  518,  558,  560,  563,  583-4,  592-3, 

600,  601,  606,  607,  619-20,  698,  793 
Federal  intermediate  credit  banks.     See  Farm  Credit  Administration. 
Federal  land  banks.     See  Farm  Credit  Administration. 
Federal  National  Mortgage  Association: 

Borrowing  authority ; 786 

Earnings  paid  to  the  Treasury 519,  796 

Loans  outstanding 793 

Receipts  and  expenditures 509,  515,  525,  532,  540 

Securities : 

Held  by  Treasury 782,  783,  787 

Held  outside  Treasury,  market  transactions  (net) 518,  541,  784 

Outstanding 561 

Federal  old-age  and  survivors  insurance  trust  fund 499, 

512,  514,  520,  526,  532,  533,   538,  539,   541,   558,  563,  584,  600, 
601,   606,   607,   620,   698,   710-11. 
Federal  Reserve: 

Bank  notes 690,  691,  693,  695,  697 

Banks: 

Depositaries  for  Government  funds 111,  688 

Deposits  to  Treasury  for  interest  on  Federal  Reserve  notes 549 

Elimination  of  reqviirement  that  certain  gold  certificate  reserves  be 

maintained  against  deposit  liabilities 297-302 

Stock  of  money  held  by 690,  692,  697 
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Federal  Reserve — Continued 

Notes:  Pag* 

In  circulation  and  stock 594,  690,  691,  693,  695,  697 

System : 

Foreign  exchange  operations  with  Treasury 53-4,  417-39 

Reciprocal  currency  agreements 417,  418,  438 

Federal  Savings  and  Loan  Insurance  Corporation 510, 

517,  558,  563,  585,  600,  601,  606,  607,  620,  786,  793 
Federal  securities : 

Investments  in,  by  Government  agencies 517,  698-700 

Limitation  statutory.     See  Public  debt:  Statutory  limit. 

Market  transactions  (net) 518 

Maturity  distribution 562,  686-7 

Ownership 29-34,  685-7 

Federal  supplementary  medical  insurance  trust  fund,  estimates 539,  540 

Financial  operations,  summary xvii-xix,  3 

Financing,     Treasury.     See    Public    debt:     Management;    Public    debt: 
Operations. 

Fiscal  Service  administrative  reports 98-1 14 

Foreign  Assets  Control,  Office  of,  administrative  report 114-15 

Foreign  countries,  status  of  indebtedness  to  United  States : 

World  War  I 776-7 

World  War  II 65,  778-81 

Foreign  Credit  Insurance  Association  (FCIA).     See  Export-Import  Bank. 
Foreign  currencies: 

Acquired  without  purchase  with  dollars 773-5 

Sources  and  use 445 

U.S.  holdings 765 

Foreign  currency  series  and  foreign  series  securities.     See  Specific  classes 

of  securities. 
Foreign  exchange.     See  Federal  Reserve  System:  Foreign  exchange  opera- 
tions. 
Foreign  service  retirement  and  disability  fund.     See  State  Department. 

Funds  appropriated  to  the  President,  receipts  and  expenditures 501-2, 

512,  514,  521,  524,  538,  732,  742 
G 

General  Agreement  on  Tariffs  and  Trade  (GATT) 64 

General  Services  Administration: 

Earnings  paid  to  Treasury 796 

Loans  outstanding 794,  795 

Receipts  and  expenditures 508-9,  513,  515,  525,  538,  742 

Gold: 

Certificate  reserve  against  Federal  Reserve  banks'  deposit  liabilities.   297-302 

Certificates 688,  690,  691,  692,  693,  695,  697 

Foreign  and  international  holdings 762-4 

Increment  from  reduction  in  weight  of  gold  dollar 553 

Percentage,  to  total  stock  of  money 693 

Policy 396,  442 

Production,  use,  and  control 92-3,  136-7 

Stock 690,  692,  693,  696,  765 

International  monetary 428,  437-9,  442,  760-1 

U.S.  mint  institutions 134 

Government  corporations.     See  Corporations  and  other  business-type  ac- 
tivities of  the  U.S.  Government. 
Government  investment  accounts   {see  also  Public  debt:   Special  issues; 
Specific  funds;  Trust  and  other  accounts) : 
Public  debt  and  agency  securities: 

Handled  by  the  Treasury 698-9 

Handled  by  the  agencies 699-700 

Government  life  insurance  fund.     See    Veterans'    Administration:     U.S. 
Government  life  insurance  fund. 

Government  losses  in  shipment  revolving  fund 521,  797-8 

Government  Printing  Office 501,  796 

Government-sponsored    enterprises.     See    Farm    Credit    Administration; 
Federal  home  loan  banks;  and  Federal  Deposit  Insurance  Corporation. 
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Page 

Group  of  Ten  {see  also  International  Monetary  Fund) xxv-xxvi,  441-2 

Guaranteed  securities.     See  Corporations  and  other  business-type  activi- 
ties of  the  U.S.  Government;  Federal  debt;  Federal  securities. 

H 

Health,  Education,  and  Welfare,  Department  of 505-6, 

512,  514,  525,  538,  733-7,  742-8,  794 

Highway    trust    fund 35,38,40,499,512,514,517,526,532, 

533,  538,  539,  540,  541,  558, 563, 585,  600,  601,  606,  607,  698,  713, 730 

Home  Owners'  Loan  Corporation 518,  560,  593 

Housing  and  Home  Finance  Agency: 

Borrowing  authority 786 

Interest  paid  to  Treasury 796 

Loans  outstanding 793,  794,  795 

Receipts  and  expenditures 509,  515,  522,  525,  538,  737-8 

Securities  held  by  the  Treasury 782,783,787-8 

Housing  and  Urban  Development  Department,  estimates 538 


Income  taxes.     See  Taxation:  Income  and  profits  taxes. 

Inter- American  Development  Bank  (see  also  Notes:    Special  notes  of  the 

United  States) 58-60,  62 

Interest  equalization  tax.     See  Taxation:   Excise  taxes. 

Interest  on  the  public  debt.     See  Public  debt:  Interest. 

Interfund  transactions  excluded  from  net  budget  and  net  trust  receipts  and 

expenditures 519-20 

Intergovernmental  Maritime  Consultative  Organization  (IMCO) 84-5,  146 

Interior,  Department  of: 

Borrowing  authority 786 

Earnings  paid  to  Treasury 796 

Loans  outstanding 793,  794,  795 

Receipts  and  expenditures 506-7,  512,  514,  525,  538,  738 

Securities  held  by  the  Treasury 782,  783,  789,  790 

Internal  revenue  (see  also  Taxation) : 

Collections   and   refunds 4-6, 

119-20,  490,  492,  494,  496,  498,  500,  524,  542-7,  550 

Estimates 9-10,  536-7 

States'  collections  and  refunds 548 

Internal  Revenue  Service: 

Administrative  report 11 5-29 

Advisory  committees 470-2 

Treasury  orders  concerning 458-60 

International  Affairs,  Office  of  the  Assistant  Secretary  for: 

Administrative  report 1 29-30 

Treasury  order  establishing 464-5 

International  Bank  for  Reconstruction  and  Development  (IBRD).     See 
World  Bank. 

International  claims,  status  of 758-9 

International  conferences  and  meetings 61-5,  84-5,  146 

International  financial  and  monetary  affairs  (see  also  Balance  of  payments; 
Gold): 

Advisory  Committee  on  International  Arrangements --__--   xxvi 

Foreign  and  international  holdings  of  gold,  dollars,  U.S.  Government 

securities,  and  otlier  reserves 32,  762-4 

Payments  situation 278 

Policy__  xviii,  xxv-xxvii,  441,446-7 

Review 49-65,  379-85,  417-39 

U.S.  international  investment  position 404-6,  766-7 

International  Monetary  Fund  (IMF): 

Annual  review xxvi-xxvii,  61 

General  Arrangements  to  Borrow  (GAB) 54 

Quota  system... xix,  55,  394,  397,  441,  447 

Standby  arrangements 441 

U.S.  drawings 55,  437,  440-1,  444 

U.S.  standby  arrangements 439 
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International  tax  matters 47-8,  125-6 

Interstate  Commerce  Commission 510,  793 

Investments  of  Government  agencies  in  public  debt  and  agency  securi- 
ties  526,  533,  541,  698-700 

J 

Judicial  survivors  annuity  fund 512,  514,  517,  698,  714 

Justice,  Department  of 507,  514,  525,  538 


Labor,  Department  of 507,  512-3,  514,  525,  538,  739,  748-9,  796 

Land  and  water  conservation  fund 40,  713 

Legislative  branch,  receipts  and  expenditures 501,  512,  514,  524,  538 

Lend-lease  and  surplus  property.     See   Foreign   countries,   status   of  in- 
debtedness to  United  States:  World  War  II. 

Letters  of  credit 98-9,  112 

Liberty  bonds  and  Victory  notes.     See  Public  debt:  Matured. 

Library  of  Congress  trust  funds 715 

M 

Management  improvement xix,  69-73, 

74-5,    78-81,    94-5,    98,    105,    109,    115-18,    137-9,    142,    154-5, 
157-8 
Manufacturers  excise  taxes.     See  Taxation:  Excise  taxes. 

Mint,  Bureau  of xix,  130-7 

Miscellaneous  excise  taxes.     See  Taxation:  Excise  taxes. 
Miscellaneous  receipts.     See  Receipts:  Miscellaneous. 
Money  {see  also  Specific  kinds) : 

1 965  developments 302-20 

Location  of  gold,  silver,  and  coin  held  by  Treasury 696 

Per  capita,  in  circulation 690-2 

Stock  and  circulation 690-6 

Monthly  Statement  of  Receipts  and  Expenditures  of  the  United  States  Gov- 
ernment        485 

N 

Narcotic  and  marihuana  law  enforcement.     See  Enforcement  activities: 
Customs;  Narcotics. 

Narcotics,  Bureau  of 137-42 

National  Aeronautics  and  Space  Administration,  expenditures 509, 

513,  515,  525,  538 

National  banks,  status 75-7 

Navy,  Department  of: 

Defense  production  guarantees 505,  793 

Expenditures 491,  493,  495,  497,  504-5,  525 

Notes  (.see  also  Federal  Reserve  bank  notes;  Federal  Reserve  notes;  U.S. 
notes) : 

Foreign  series: 

Issues  and  redemptions 598,  599,  604,  605,  615,  640 

Outstanding 557,  563,  574 

Limitation,  statutory.     See  Public  debt:  Statutory  limit. 
Special,  of  the  United  States: 

Inter- American  Development  Bank  series 559, 

563,  589,  602,  603,  608,  633 
International  Monetary  Fund  series,  including  International  De- 
velopment Association  series 559,  563,  589,  600,  601,  608,  633 

Treasury: 

Allotments 171 

Circulars 1 65-9 

Issues  and  redemptions 598, 

599,  602,  603,  613,  634-65 

Outstanding 557,  562,  566-7,  625-7 

Prices  and  yields 683 

Summary,  1965  issues 170 

Tax  and  savings  (matured).     See  Public  debt:   Matured. 
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Notes  and  bonds,  U.S.  Government,  held  by  foreign  countries  and  inter-     Pase 
national  institutions 762-4,  769 

O 

Officers,  administrativ^e  and  staff  of  Treasury  Department xii-xiv 

Orders,  Treasury  Department 458-65 

Organization  chart  of  Treasury  Department,  December  9,  1965 xv 

Organization  for  Economic  Cooperation  and  Dev'elopment  (OECD) 48,  62-4 


Panama  Canal  Company 505,  519,  521,  700,  786,  796 

Paper  currency  (see  also  Specific  kinds) : 

In  circulation  and  stock 690-1,  693-7 

Issued,  redeemed,  and  outstanding 112,  697 

Issuing  and  redeeming  procedures 111 

Pershing  Hall  Memorial  fund 699,  717 

Philippine  Republic,  pre-1934  bond  account 699,  718 

Post  Office  Department: 

Expenditures 507,  525,  538 

Postal  revenues,  expenditures,  and  surplus  or  deficit 521,  552 

Postal  Savings  Systems 594,  700 

President  Johnson: 

Messages  to  the  Congress  on: 

Coinage  program,  June  3,  1965 302-7 

Recommendations  relative  to  excise  and  fuel  taxes.  May  17,  1965_  _   336-43 
Statement  at  signing  of  Excise  Tax  Reduction  Act  of  1965,  June  21, 

1965 351-2 

Public  debt  (see  also  Specific  types  of  securities) : 

Bureau  of  the 1 04-8 

Circulars 165-9,  172-8 

Debt  bearing  no  interest 554-5,  559,  563,  589,  633 

Financial  operations,  effect  on 3,  541 

Financing  operations,  summaries 20-9,  170,  179-81,  195-9 

Increases  and  decreases 3,  488,  609 

Interest 491,  493,  495,  497,  525,  562-3,  564-88,  677-80 

Investments  by  Government  agencies  and  trust  funds 698-700 

Issues,  maturities,  redemptions,  and  transfers 598-608,  610-65 

Legislation 274 

Management: 

Advance  refunding xxvn,  17,  18,  21,  24,  26-7,  28,  176-8,  328-9,  331-3 

Advisory  committees 465-70 

Policy XVIII,  xxvii-xxviii,   17,  321-36 

Review 1 7-29,  276-80 

Matured  debt  outstanding 554-5,  558,  563,  588,  622-33 

Offerings 26 

Operations 165-99,  598-669 

Outstanding 489,  554-5,  556,  557-9,  562-93,  609,  677 

Ownership 20,  29-34,  280,  685-7 

Per  capita  gross  debt 554-5,  556 

Press  releases 189-94 

Prices  and  yields xxvii,  681-3 

Public  issues: 

Marketable  securities: 

Allotments 171,  182-8,  666-7 

Issues  and  redemptions 598-9,  602-3,  610-15,  634-65 

Maturity  distribution 562,  686 

Outstanding 557,  562,  564-73 

Nonmarketable  securities..  557,  563,  573-80,  598,  599-601,  615-19,  634-65 

Regulations,  amended  and  revised 206-73 

Retirements : 

Cumulative  sinking  fund,  1921-65 669 

Statutory,  1918-65 609,  668 

Special  issues  to  Government  investment  accounts: 

Issues  and  redemptions 600,  601,  606,  607,  619-21 

Outstanding 557-8,  563,  580-8 
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Public  debt — Continued 

Statutory  limit:  Pag«' 

Amounts  subject  to 323-4,  489,  541,  563,  595 

Legislative  history  1917-65 596-7 

Recommendations  1 965 321-4 

Public  enterprise  revolving  funds : 

Government  agency  securities,  market  transactions  (net) 518 

Investments 517,  541 

Loans  outstanding  by  agency 793-5 

Receipts  and  expenditures 521-2 

Public  Health  Service 505-6,  699,  734-5,  743-7 

Public  Houshig  Administration: 

Borrowing  authority 786 

Interest  paid  to  Treasury 796 

Investments 517 

Loans  outstanding 793,  794,  795 

Receipts  and  expenditures 509,  738 

Securities  held  by  the  Treasury 782,  783 

Public  Roads,  Bureau  of,  expenditures 512,  730-1 

R 

Railroad  retirement  account 499,  512,  513,  515,  517,  520,  526,  532,  533,  538» 

539,  540,  541,  558,  563,  587,  600,  601,  606,  607,  621,  698,  719-20 

Receipts    (see    also    Budget;    Public   enterprise    funds;    Trust   and    other 
accounts) : 

1789-1965 490,  492,  494,  496 

Administrative  budget 4-6,  488,  500-1,  524,  528 

Estimates 6-10,  536-8 

From  the  public 534 

Interfund  transactions 494,  496,  501,  524 

Miscellaneous 6,  10,  500,  524,  528,  537 

Refunds  and  transfers 494,  496,  498-9,  500,  538 

Receipts  from  and  payments  to  the  public.     See  Budget:    Receipts  from 
and  payments  to  the  public. 

Reconstruction  Finance  Corporation  (RFC)  (in  liquidation) 104,  593 

Retailers  excise  taxes.     See  Taxation:  Excise  taxes. 

Rural  Electrification  Administration  (REA) 503,  782,  783,  786,  788,  793,  796 


St.  Lawrence  Seaway  Development  Corp 510,  782,  783,  786,  796 

Secretaries,  Under  Secretaries,  General  Counsels,  Assistant  Secretaries, 
and  Deputy  Under  Secretaries  for  Monetary  Affairs  in  the  Treasury 
Department: 

September  1 1,  1789-January  20,  1965 449-57 

January  20-December  31,  1965 xi 

Secretary  of  the  Treasury: 

Advisory  committees 465-70 

Congressional  testimony,  lists  of  other  than  that  reprinted  herein 297, 

321,  336,  369,  447-8 
Secretary  of  the  Treasury  Dillon: 
Remarks  and  statements  on: 

Federal   Reserve  banks'   maintenance  of  gold   certificate  reserves 
equivalent  to  at  least  25  percent  against  deposit  liabilities: 

February  1,  1965 297-301 

Financial  policv: 

October  27,  1964 280-4 

February  22,  1965 274-80 

March  19,  1965 285-9 

March  26,  1965 289-93 

International  financial  and  monetary  affairs: 

February  17,  1965 370-2 

March  9,  1965 373-8 

Taxation : 

July  21,  1964 361-3 
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Secretary  of  the  Treasury  Fowler: 
Remarks  and  statements  on: 

Coinage  and  silver  proposals:  P&ge 

June  4,  1965 307-12 

Debt  limit: 

June  15,  1965 321-4 

Financial  policy: 

April  17,  1965 293-7 

Taxation: 

Junes,  1965 344-7 

June  30,  1965 352-7 

Seigniorage 135,  534,  553 

Silver  (see  also  Coinage  developments  1965;  Coins;  Money;  Seigniorage): 
Bullion: 

Transactions 110,  135 

Certificates: 

In  circulation  and  stock 690,  691,  692,  693,  695 

Issued,  redeemed,  and  outstanding 688,  697 

Lend-lease  transactions 65 

Policy XIX,    302-16 

Production,  use,  and  sources 136-7,  304,  308,  314-16 

Stock 313,  690,  693,  696 

Small  Business  Administration: 

Expenditures 510,  525,  739 

Interest  paid  to  Treasury 796 

Loans  outstanding 794,  795 

Stamps,  U.S.  savings,  issues  and  redemptions 600,  601,  606,  607,  633 

State  Department  (see  also  Agency  for  International  Development) : 

Foreign  service  retirement  and  disability  fund 513,  515, 

517,  558,  563,  585,  600,  601,  606,  607,  620,  698,  712 

Receipts  and  expenditures 507-8,  513,  515,  525,  538 

State,  local,  and  territorial  governments: 

Customs  collections  and  payments  by  districts 550 

Federal  aid  by  States  and  programs 729-51 

Governmental  security  holdings 31-2,  685-7 

Internal  revenue  collections  and  refunds  by  States 548 

National  banks  and  banking  offices  by  States 76 

Sales  of  Series  E  and  H  savings  trends  by  States 676 

Uneinployment  trust  fund,  balance  by  States 726-7 

Surplus,  or  deficit,  U.S.  Government: 

1789-1965 491,  493,  495,  497 

Administrative  budget 4,  488,  511,  525,  538 

T 

Tariff  Commission  expenditures 510 

Tax  and  loan  accounts.  Treasury  balances 688,  689 

Taxation : 

Capital  stock  taxes 542 

Depreciation  rules,  liberalization xx,    43-4,  357-61 

Developments  1965  and  1966 xvn,  xix-xxiii,  34-48,  336-69 

Employment  taxes: 

Receipts 527,  537,  542,  548 

Refunds 527 

Estate  and  gift  taxes 537,  542,  548 

Estimates 6-10,  536-8 

Excise  taxes: 

1965  and  1966  recommendations  and  legislation. xxii,  xxiv,  35-43,  336-52 

Alcohol 536,  543 

Documents,  other  instruments,  and  plaving  cards 536,  543 

Interest  equalization  tax xxiii-xxiv,  47,  123,  372,  408-12,  442-3,  444 

Manufacturers 536,  544 

Miscellaneous 537,  545-6 

Receipts  and  refunds 5,  548 

Recommendations 6-8 

Retailers 536,  545 

Tobacco 536,  543 

User  charges 7,  35,  36,  37,  339-40,  343 
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Taxation — Continued  Page 

Exempt  organizations 34,  361-9 

Foreign  investment  in  United  States,  revision  of  U.S.  tax  system  pro- 
posed  47,  352-7 

Income  and  profits  taxes: 

1965  and  1966  legislation xxii,  44-6 

Corporation 7,  9,  536,  542,  548 

Individual 536,  542,  548 

International  tax  matters 47-8,  352-7 

Policy 290-3,336-50 

Tax-exempt  foundations.     (See  Taxation:  Exempt  organizations. 

Tennessee  Valley  Authority 510,  518,  525,  561,  739,  782,  784,  786,  789,  796 

Treasurer  of  the  United  States: 

Account  of  the 15-17,  110,  489,  609,  688,  689 

Office  of  the 108-14 

Securities  held  in  custody 113 

Treasury,  Department  of: 

Circulars,  Department.     See  Circulars,  Department. 

Employees,  number,  quarterly,  June  30,  1964  to  1965 799 

Management    improvement   program.     See    Management    improve- 
ment. 

Officials,  administrative,  and  staff  officers xii-xiv 

Organization  and  procedure  orders 458-65 

Receipts  and  expenditures 508,  513,  515,  525,  538 

Secretaries,  Under  Secretaries,  General  Counsels,  Assistant  Secretaries, 
and  Deputy  Under  Secretaries  for  Monetary  Affairs: 

September  11,  1789— January  20,  1965 449-57 

January  20,  1965— December  31,   1965 xi 

Trust  and  other  accounts  (see  also  Specific  funds) : 

Estimates 12,  13,  539-41 

Government  agency  securities,  market  transactions  (net) 526,  533,  541 

Interfund  transactions 514,  516,  520,  526,  527,  539 

Investments  in  pubhc  debt  and  agency  securities 517,  541,  698-700 

Receipts  and  expenditures 11-13,  488,  512-16,  526,  532-3 

Refunds  of  receipts  and  transfers  to 498-9,  500,  528,  538 

Trust  enterprise  revolving  funds : 

Government  agency  securities,  market  transactions  (net) 518 

Receipts  and  expenditures 523 

U 

U.N.  Children's  Fund  Series  bonds.     See  Bonds,  U.S.  Government:  Special. 

U.N.  Conference  on  Trade  and  Development 64-5 

U.N./FAO  World  Food  Program  Series  bonds.     See  Bonds,  U.S.  Govern- 
ment: Special. 
U.N.  Special  Fund  Series  bonds.     See  Bonds,  U.S.  Government:  Special. 
U.S.  balance  of  payments.     <See  Balance  of  payments. 
U.S.  Coast  Guard: 

Administrative  report 142-54 

Advisory  committees 472-81 

Treasury  orders  concerning 462-3 

U.S.  Government  corporations.     See  Corporations  and  other  business-type 
activities  of  the  U.S.  Government. 

U.S.  Information  Agency  (USIA) 510,  782,  784,  786,  789,  796 

U.S.  notes: 

In  circulation  and  stock 691,  693,  695 

Issued,  redeemed,  and  outstanding 559,  633,  697 

U.S.  savings  bonds.     See  Bonds,  U.S.  Government:  Savings. 

U.S.  Savings  Bonds  Division,  administrative  report 154-7 

U.S.  Secret  Service . 157-62 

Under  Secretary  of  the  Treasury  for  Monetary  Affaii-s  Deming: 

Congressional  testimony,  list  of  other  than  that  reprinted  herein 448 

Remarks  on: 

Debt  management: 

June  8,  1965 329-33 

International  financial  and  monetary  affairs: 

April  29,  1965 393-9 

May  18,  1965 399-403 

June  22,  1965 403-7 
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Under  Secretary  of  the  Treasury  for  Monetary  Affairs  Roosa: 
Remarks  on: 

Debt  management,  liquidity,  and  monetary  stability:  ^•fie 

November  19,  1964 324-9 

International  financial  and  monetary  affairs: 

September  28,  1964 379-85 

October  14,  1964 385-92 

Unemployment  trust  fund: 

Investments 517,541,558,698,725 

Receipts  and  expenditures 512-13, 

514-15,  520,  526,  532,  533,  539,  540,  721-4 

Refunds  of  taxes  and  transfers  to 499,  521,  532,  538 

State  and  other  accounts,  operations  and  balances 726-7 

V 

Veterans'  Administration: 

Direct  loan  program 782,784,786,789 

Earnings  paid  to  Treasury 797 

Investments 517,  698 

Loans  outstanding 793,  795 

National  service  life  insurance  fund 513, 

515,  558,  563,  586-7,  600,  601,  606,  607,  621,  716 

Receipts  and  expenditures 509,  513,  515,  525,  526,  532,  533,  538,  739,  749 

Reopened  insurance  fund 101,  558,  563,  588,  600,  601,  606,  607,  621 

Special  term  insurance  fund 558,  563,  588,  600,  601,  606,  607,  621 

U.S.  Government  life  insurance  fund 513, 

515,  558,  563,  585,  600,  601,  606,  607,  621,  728 

Virgin  Islands  Corporation 782,  784,  786,  789 

W 

World  Bank: 

Annual  review 61 

Financial  transactions 56-7 

International  Development  Association  (IDA),  affiliate  of 57-8 

International  Finance  Corporation  (IFC),  affiliate  of 58 

o 
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